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FRIDAY,   FEBRUARY  8,   1935 

United  States  Senate, 
Committee  on  Finance, 

Washington,  D.  G. 
The  Committee  met  pursuant  to  call  at  10 :10  a.  m.,  in  the  Finance 
Committee   room.   Senate   Office  Building,   Senator   Pat  Harrison 
(chairman)  presiding. 

Present:  Senators  Harrison  (chairman).  King,  George,  Barkley, 
Costigan,  Clark,  Byrd,  Lonergan,  Gerry,  Couzens,  Metcalf ,  Hastings, 
and  Capper. 
The  Chairman.  All  right,  Miss  Davis,  we  will  hear  you  first. 

STATEMENT  OF  MISS  SUSAN  LAWRENCE  DAVIS,  WASHINGTON, 
D.  C,  REPRESENTING  THE  TOWNSEND-DAVIS  CLYSTERTORY 
HEALTH  TREATMENTS,  ATHENS,  ALA.;  ALSO  REPRESENTING 
MRS.  EMMA  H.  TOWNSEND,  CORSICANA,  TEX. 

Miss  Davis.  Mr.  Chairman  and  members  of  the  committee,  I  come 
before  you  to  ask  you  to  revive  a  piece  of  social-security  legislation 
that  was  sponsored  at  one  time  by  Senator  John  H.  BanlAead,  Sr., 
and  which  was  to  be  an  amendment  to  a  bill  that  was  before  the 
public  health  committee  and  I  believe  introduced  in  the  Senate  by 
Senator  Ransdell,  of  Louisiana.  It  was  introduced  on  the  day  that 
Woodrow  Wilson  read  his  14  peace  points,  on  the  22d  of  January 
1917,  and  we  soon  after  that  went  to  war  and  I  never  knew  what 
became  of  that  kind  of  legislation.  Now  that  Brother  Coughlin  and 
Will  Rogers  have  finished  the  war  I  want  to  get  back  to  that  legis- 
lation, Mr.  Chairman,  and  see  if  you  cannot  put  it  into  the  Economic 
Security  Act. 

The  Chairman.  Have  you  got  a  copy  of  the  bill  ? 

Miss  Davis.  Senator  Ransdell's  bill? 

The  Chairman.  Yes. 

Miss  Davis.  No,  sir ;  I  haven't.     I  have  a  copy  of  the  amendment. 

The  Chairman.  Put  that  into  the  record.  Miss  Davis. 

Miss  Davis.  Yes. 

(The  amendment  referred  to  is  as  follows :) 

That  there  shall  be  established  a  division  of  personal  hygiene  and  human 
sanitation,  based  on  the  Townsend-Davis  clystertory  method  (intestinal  cleans- 
ing), for  the  prevention  of  infantile  paralysis  to  the  end  that  the  disease  be 
controlled  and  cured. 

That  an  appropriation  for  the  purchase  of  said  Townsend-Davis  clystertory 
method  be  made  by  the  United  States  Government,  the  sum  to  be  $1,000,000. 
That  said  method  be  disseminated  by  bulletins  of  instruction  and  personal 
demonstration  to  the  people  of  the  United  States  and  possessions  for  the  pre- 
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vention  of  infantile  paralysis  and  other  preventable  and  curable  diseases,  can- 
cer, appendicitis,  high  blood  pressure,  and  the  common  cold.  The  common  cold 
alone  causes  the  loss  of  billions  of  dollars  to  the  American  people  every  year. 

The  duty  of  this  division  shall  be  to  investigate  and  encourage  the  adoption 
of  improved  methods  of  human  sanitation  and  the  use  of  said  method  in  ridding 
the  human  intestines  and  blood  of  the  waste  material.  The  retention  of  ma- 
terial similar  to  pus  and  mucus  in  the  small  intestines  and  stomach  is  the 
cause  of  infantile  i)aralysis  and  other  diseases,  and  the  Townsend-Davis  clyster- 
tory  method  removes  this  cause. 

This  division  shall  be  known  as  the  "  Bureau  of  Instruction  in  Hygiene  for 
the  Pi'evontion  of  Disease  ",  and  shall  be  a  clearing  house  for  all  methods  of 
hygiene,  nonmedical,  not  already  recognized,  for  the  conquering  of  loathsome 
diseases  by  instruction  in  the  care  of  the  body,  A  nominal  sum  to  be  charged 
for  said  instruction  will  maintain  the  bureau. 

Miss  Davis.  I  would  like,  Mr.  Chairman,  to  say  that  Senator  Long 
succeeded  Senatod  Ransdell  in  the  Senate  and  he  has.  adopted  a 
sloiijan,  "  Share  your  wealth."  So  I  am  offering  our  slogan,  "  Share 
your  health  ",  and  we  will  share  it  with  all,  Senator,  if  you  help  us, 

Mrs.  Townsend  di^-covered  this  method  and  we  have  developed  it 
for  a  period  of  35  years.  We  liaven't  asked  for  any  funds  of  any- 
body, nor  of  the  Government,  wliile  the  physicians  have  been  financed 
by  all  the  foundations  of  the  Government.  Now  that  we  have  lived 
our  three  score  years  and  ten,  I  would  like  to  have  put  in  the  record 
what  Mrs.  Townsend's  home  paper  said  about  her.  Mrs.  Townsend, 
for  whom  I  am  speaking,  could  not  come  up  from  Texas. 

(The  statement  above  referred  to  is  as  follows :) 

Mrs.  Emma  H.  Townsend  left  today  for  Weatherford  where  a  large  class  in 
health  culture  awaits  her  instruction.  In  years  to  come  Corsicana  will  be 
erecting  a  monument  to  this  woman,  who  is  just  that  much  ahead  of  our  times 
in  her  knowledge  of  things  which,  as  a  benefit  to  humankind,  makes  them  wiser, 
healthier,  and  happier. 

At  that  time  I  had  gone  to  ^vork  for  her,  after  she  restored  me 
from  being  an  invalid. 

The  Chairman.  I  was  just  going  to  suggest  to  you,  Miss  Davis, 
that  you  may  put  into  the  record  any  statement  3'ou  want  in  elabora- 
tion of  your  views. 

Miss  Davis.  Yes,  sir.  I  first  took  this  measure  up  with  the  Eco- 
nomic Security  Committee  that  the  President  appointed,  in  order  to 
get  it  on  the  bill,  and  I  did  not  get  to  see  Miss  Perkins,  nor  Mr. 
Hopkins.  I  have  letters  from  Senator  Banl^head  and  jNIr.  Bankhead, 
but  I  did  not  get  to  see  them.  I  did  see  ISIr.  Witte,  and  Mr,  Witte 
wrote  me  a  letter  in  which  he  said  that  they  would  not  take  up  any 
health  Avork  in  this  bill.  However,  I  find  that  Senator  Wagner  has 
put  it  in  the  bill,  and  if  it  does  not  put  you  out  too  much,  I  would 
just  like  to  read  this.  I  had  called  (m  Mr.  Edwin  C.  Witte  in  refer- 
ence to  the  endorsement  of  the  clystertory  health  treatments,  and  he 
"wrote  me  as  follows : 

We  are  returning  herewith  the  material  which  you  left  with  us  a  few  days 
ago.  Since  our  committee,  however,  has  a  definite  field  which  it  must  cover 
In  its  report  and  this  does  not  include  public-health  activities  I  cannot  see  how 
we  can  take  up  this  proposal. 

But  I  find  that  they  did  take  it  up  in  the  bill,  so  that  is  the  reason 
that  I  come  before  you.  It  is  too  late  to  do  anything  with  that  com- 
mittee. The  bill  you  are  considering,  the  Economic  Security  Act, 
does  take  up  public-health  activities,  and  I  am  asking  that  the  Town- 
send-Davis Clystertory  Health  Method  be  given  a  square  deal  under 


ECONOMIC    SECURITY   ACT  551 

the  new  bill,  as  well  as  the  regular  medical  profession.  We  have 
cured  thousands  of  people  and  have  taught  them  how  to  stay  well. 
We  have  tested  this  treatment  for  35  years.  It  does  not  need  any 
more  testing,  and  with  the  statistics  I  can  present  to  you  of  the  illness 
of  people  I  am  sure  this  committee  will  help  us.  This  committee 
was  elected  by  the  people,  just  as  Mr.  Roosevelt  was,  and  he  will 
receive  your  decision  in  reference  to  including  the  clystertory  method 
in  this  Economic  Security  Act,  when  his  attention  has  been  called 
to  the  need  of  it  for  the  security  of  the  men,  women,  and  children. 
He  has  pledged  himself  to  do  this  for  them  while  he  is  President. 

My  Congressman,  Hon.  Arthur  H.  Carmichael,  of  the  Eighth 
Alabama  District,  made  arrangements  for  me  to  talk  with  Mr.  Mc- 
Intyre  and  Mr.  Mclntyre  asked  me  to  present  the  clystertory  treat- 
ment to  him  with  the  endorsements,  which  I  did.  Mr.  Mclntyre 
wrote  me — 

I  do  not  believe  that  the  President  will  endorse  a  proposal  to  appropriate 
public  money  for  tbe  proprietorship  in  a  method  for  the  prevention  and  treat- 
ment of  disease  when  free  publication  is  so  frequently  made  by  others  of  such 
matters.  If  you  care  to  make  free  a  detailed  publication  the  method  would,  I 
am  sure,  receive  attention  from  those  competent  to  express  an  opinion  of  its 
general  value.  In  the  meanwhile  the  permission  to  practice  the  method  given 
you  by  Congress  in  1929  should  assist  you  in  assembling  evidence  as  to  such 
value. 

When  I  was  granted  that  privilege  and  won  my  rights  through  the 
District  of  Columbia  Committee,  I  had  two  of  this  committee,  Sen- 
ator Copeland  and  Senator  King,  who  gave  me  a  secretary,  and  I 
was  permitted  to  go  ahead  with  my  method. 

I  submitted  evidence  as  to  the  value  of  the  clystertory  treatments 
to  Mr.  Mclntyre.  I  will  just  go  a  little  further  back  and  state  that 
when  Senator  John  H.  Bankhead,  Sr.,  first  introduced  this  social- 
security  legislation,  he  was  very  careful  to  make  a  very  extensive 
and  intensive  investigation  of  the  merits  of  this  method.  He  would 
never  have  sponsored  it  had  he  not  done  it.  On  his  own  private 
board  of  investigators  he  had  Dr.  John  H.  Wyeth,  Dr.  William  N. 
Polk,  and  Dr.  Simon  Baruch,  who  had  allowed  the  two  founders, 
Mrs.  Townsend  and  myself,  to  demonstrate  this  method  to  them. 
Dr.  Baruch  is  the  father  of  all  kinds  of  water  treatments  and  he  said 
he  thought  he  knew  it  all,  but  after  he  investigated  ours  he  said  it 
was  original,  it  was  scientific  and  effectual.  That  is  what  he  wrote 
my  Senator.  So  I  feel  that  Senator  Bankhead  did  not  introduce  any 
fantastic  legislation. 

The  Chairman.  Miss  Davis,  we  will  give  every  consideration  to 
it.     Have  you  any  other  matters  that  you  want  to  put  in  the  record  ? 

Miss  Davis,  I  just  want  to  say  this  much.  Senator.  The  appendi- 
citis record  for  1932  is  appalling,  as  given  by  Frederick  L.  Hoffman, 
LL.  D.,  consulting  statistician  for  the  Prudential  Life  Insurance  Co. 
The  highest  death  rate  for  cities  with  excessive  appendicitis  death 
rates  is  46,9  per  100,000,  in  Salt  Lake  City,  and  the  lowest  death  rate, 
which  is  in  Union  City,  N.  J,,  is  1,5.  No  explanation  can  be  given 
for  the  differences.  Mrs.  Townsend,  the  founder  of  the  clystertory 
treatment  method,  and  myself,  have  discovered  the  cure  for  appen- 
dicitis, and  when  we  reduce  the  death  rate  to  such  an  extent  it  would 
justify  the  $1,000,000  that  we  ask.  That  is  a  small  price  for  what 
we  have  done.     We  ask  it  because  we  cannot  afford  to  disseminate 
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it  free,  and  we  knoAv  of  no  doctors  who  have  not  been  financed  in 
some  way  or  other  by  some  foundation  of  our  Government.  I  hope 
they  will  continue  to  do  all  the  good  work  they  can.  I  would  like  to 
have  this  list  of  the  cities  with  these  death  rates  inserted  in  the 
record. 

The  Chairman.  Very  well. 

(The  list  of  death  rates  referred  to  is  as  follows:) 

Cities  xmth  excessive  appendicitis  death  rates,  1932 
[Rate  per  100,000] 

Salt  Lake  City 46.  9     Wheeling,  W.  Va 35.  0 

Lexington,  Ky 42.  9     El  Paso,  Tex 34.  3 

Oak  Park,  111 40.4     Greensboro,  N.  C 33.7 

Nashville,  Tenn 39.  0     Jackson,  Mich 33.  5 

Little  Rock,  Ark 38.  3     Madison.  Wis 32.7 

Portland,  Maine 38.0     Savannah,  Ga 31.6 

Memphis,  Tenn 37.4     Dallas,  Tex 30.1 

Cities  with  loxo  appendicitis  death  rate,  1932 

[Rate  per  100,000] 

Union  City,  K  J 1.  5     Bedford,  Mass 3. 1 

Altoona,  Pa 2.  3     Mt.  Vernon,  N.  Y 3. 1 

Salem,  Mass 2.  3     Pasadena,  Calif 3.  6 

Akron,  Ohio 3.  0     McKeesport,   Pa 5.  3 

Topeka,   Kans 3.  0     New  Rochelle,  N.  Y 5.  3 

The  Chairman.  Thank  you  very  much,  Miss  Davis.  Mr.  Folsom, 
you  are  assistant  treasurer  of  the  Eastman  Kodak  Co.  and  served 
on  the  advisory  council  of  the  Committee  on  Economic  Security  ? 

STATEMENT  OF  MARION  B.  FOLSOM,  ROCHESTER,  N.  Y.,  ASSIST- 
ANT TREASURER,  EASTMAN  KODAK  CO. 

Mr.  FoLSOM.  I  am  the  assistant  treasurer  of  the  Eastman  Kodak 
Co.  and  I  am  appearing  here  as  a  member  of  the  advisor}^  council 
of  the  Committee  on  Economic  Security,  one  of  the  five  employer 
representatives  on  the  council.  Since  no  employer  member  of  that 
council  has  appeared,  I  would  like  very  much  to  have  enough  time 
to  give  a  statement  of  the  position  of  the  advisory  council  on  this 
legislation,  and  particularly  the  employer  members. 

The  Chairman.  Proceed. 

Mr.  FoLsoM.  I  might  say  I  happened  to  be  appointed  one  of  the 
subcommittee  of  the  advisorj^  council  that  spent  considerable  time 
in  going  over  the  proposed  legislation  from  the  middle  of  November 
until  the  latter  part  of  the  year.  I  spent  over  half  of  my  time  down 
here,  and  I  became  quite  well  acquainted  with  the  details  of  the 
plan.  I  was  in  constant  consultation  with  the  various  members  of 
the  staif  who  worked  on  it. 

I  have  also  had  practical  experience,  both  in  unemplojmient  benefit 
plans  and  old-age  pension  plans,  in  our  own  company.  I  spent  con- 
siderable time  in  1928  in  devising  the  old-age  annuitj'  plan  of  the 
Eastman  Kodak  Co.,  which  was  adopted  at  that  time,  not  only  for 
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the  employees  of  the  company  in  this  country  but  also  for  the  em- 
ployees of  this  company  in  several  foreign  countries.  I  am  in  touch 
with  the  situation  in  these  foreign  countries. 

I  have  also  had  experience  with  the  Rochester  unemployment  ben- 
efit plan,  which  was  adopted  in  1931  by  several  Rochester  companies. 
I  think  that  is  the  best  experience  we  have  had  in  this  country  with 
an  unemployment  benefit  plan.  That  plan  was  set  up  in  the  first  part 
of  1931,  under  which  the  individual  companies  built  up  a  reserve 
from  which  they  intended  to  pay  benefits  to  people  who  might  be- 
come unemployed  after  the  first  of  January  1933.  We  had  2  years 
in  which  to  build  up  the  reserve. 

Beginning  the  first  of  January  1933  these  companies  started  to 
pay  benefits  to  the  people  who  became  unemployed.  That  plan, 
so  far,  has  achieved  what  we  expected  it  to  achieve.  We  had  in  mind 
if  we  built  up  a  reserve  of  that  sort  that  the  individual  companies 
would  try  to  make  a  better  effort  to  stabilize  employment,  so  there 
would  be  less  unemployment,  and  in  case  we  did  have  unemploy- 
ment we  could  pay  benefits  to  the  people  who  were  laid  off.  We 
have  paid  benefits  to  those  people  who  were  laid  off  during  the  2 
years  1933  and  1934.  Although  there  were  13,000  persons  employed 
in  those  7  companies  only  477  people  have  actually  been  laid  off. 

It  is  true  during  the  time  that  we  had  an  upward  trend  in  busi- 
ness, but  there  has  been  considerable  fluctuation  in  employment  in 
many  concerns  and  in  business  as  a  whole ;  yet  these  seven  companies 
have  been  able  to  keep  employment  so  stable  that  there  have  been 
very  few  lay-offs.    Considerable  credit  must  be  given  to  this  plan. 

This  is  an  illustration  of  what  a  number  of  companies  have  done 
throughout  the  country  to  provide  security  for  their  own  workers. 
Only  a  few  have  adopted  unemployment  benefit  plans  but  we  have 
a  record  of  several  hundred  companies  who  have  adopted  formal 
pension  plans,  covering  2,000,000  workers  all  together. 

Senator  King.  That  does  not  include  railroads? 

Mr.  FoLSOM.  No;  just  industrial  companies.  There  are  several 
reasons  why  these  companies  have  adopted  plans  of  this  sort.  In 
our  own  company  we  have  a  plan  not  only  of  old-age  annuities  and 
unemployment  benefits,  but  also  disability  benefits,  life  insurance, 
sick  benefits,  and  a  wage  dividend.  The  company  pays  the  entire 
cost,  with  the  exception  of  the  unemployment-benefit  plan.  We 
have  a  provision  that  in  time  of  emergencies  the  employees  con- 
tribute something  to  provide  benefits  for  those  who  are  laid  off. 

The  Chairman.  Have  you  ever  had  any  trouble  with  employees 
with  reference  to  that  matter? 

Mr.  FoLSOM.  No,  sir.  Of  course,  we  haven't  put  that  part  into 
operation  yet.     That  was  intended  for  future  depressions. 

As  I  was  saying,  the  cost  of  these  plans  is  borne  entirely  by  the 
company.  The  plans  we  already  have  in  force  will  cost  us  more, 
or  a  greater  percentage  of  the  pay  roll,  than  the  plans  that  we  are 
considering  here. 

Senator  Couzens.  Do  I  gather  from  that  that  jou  are  against  the 
pooling  idea? 

Mr.  FoLSOM.  Yes,  I  am ;  but  I  will  get  to  that  later. 

Senator  Couzens.  Very  well. 

Mr.  FoLsoM.  These  plans,  as  I  say,  have  been  developed  not  only 
in  my  own  company  but  in  a  number  of  other  companies.    They 
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were  adopted  and  developed  not  from  a  paternalistic  or  a  charitable 
point  of  view,  but  from  the  point  of  view  of  good  business. 

The  Chairman.  You  say  there  are  400  companies  in  the  United 
States  that  have  adopted  this  plan  ? 

Mr.  FoLSOM.  Pension  plans. 

The  Chairman.  And  those  comi)anies  have  how  many  employees? 

Mr.  FoLSOM.  Two  million  all  together.  We  feel  that  it  is  good 
business  to  have  an  annuity  plan,  for  instance,  because  you  are  able 
to  retire  persons  after  they  have  outgrown  their  period  of  useful- 
ness and  replace  them  by  more  efficient  workers.  Therefore  in  the 
long  run  they  pay  for  themselves. 

Under  the  unemploymnt  benefit  plan  you  place  a  burden  on  the 
compan}'  and  the  company  will  try  to  prevent  unemployment  as  a 
result  of  it,  and  the  resulting  stable  work  wall  enable  you  to  pro- 
duce your  products  at  a  lower  cost.  The  workers  will  have  steadier 
work.  You  can  cut  your  cost  down  and  therefore  the  consumers 
will  undoubtedly  benefit  from  it. 

Senator  George.  Do  you  know  how  many  industrial  companies 
have  provided  for  unemployment? 

Mr.  FoLSOM.  I  do;  yes.  We  started  originally  with  14  companies 
in  Rochester.  Several  of  them,  the  smaller  companies,  because  the 
depression  became  much  worse  after  1931,  could  not  continue  the 
payments.  But  those  7  companies  which  have  continued  the  plan 
and  set  aside  the  fund  have  proven  that  plan  is  practical.  Only  a 
handful  of  companies  outside  of  Rochester  and  Wisconsin  have 
unemployment  benefit  plans,  the  General  Electric  Co.  among  others. 
Pension  plans,  on  the  other  hand;  have  been  steadily  increasing 
all  over  the  country.  Even  during  the  depression  pension  plans 
have  been  adopted  by  many  companies.  I  might  say  that  most  of 
those  which  have  been  adopted  recently  are  on  a  sound  actuarial 
basis,  where  the  money  has  actually  been  put  in  insurance  companies 
as  trustees.  In  our  own  case,  in  1928  we  actually  turned  over 
$7,000,000  to  an  insurance  company  to  pay  the  accrued  liabilit3^  We 
have  been  putting  money  in  since  to  take  up  the  current  liabilities. 

Senator  King.  That  was  for  pensions  ? 

Mr.  Foi.soM.  Yes. 

Senator  King.  You  differentiate  between  pensions  and  unemploy- 
ment benefits  ? 

Mr.  FoLsoM.  Yes,  sir.  Under  the  unemployment  plan  each  com- 
pany builds  up  a  fund  by  taking  a  certain  percentage  of  their  pay 
roll,  based  upon  their  experience  over  a  period  of  years,  from  which 
they  pay  benefits.  So  far  the  benefits  we  have  paid  out  in  our  com- 
pany have  not  been  as  much  as  the  interest  that  we  have  received  on 
that  fund.  We  have  got  that  fund,  which  we  are  accumulating  for 
future  periods  of  unemployment.  We  hope  we  can  keep  a  large  part 
of  the  fund  intact  for  the  next  period  of  heavy  unemployment. 

Senator  King.  I  should  be  very  glad  if  you  would  indicate  whether 
the  plan  proposed  in  the  bill  under  consideration  is  going  to  destroy 
or  mutilate  or  have  any  effect,  and  if  so  what  effect,  upon  the  plans 
in  force  today, 

Mr.  FoLsoM.  It  will  take  me  quite  a  little  time  to  get  to  that  phase, 
but  I  would  like  to  get  the  whole  picture  before  the  committee  first. 
Many  people  felt  that  you  could  build  up  enough  interest  in  these  plans 
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SO  that  most  of  the  companies  would  adopt  the  plan  voluntarily  and 
there  would  not  have  to  be  any  legislation.  I  was  among  those  several 
years  ago  who  hoped  so.  The  employers  who  are  on  this  Advisory 
Council — you  will  recall  they  are  Mr.  Teagle,  Mr.  Swope,  Mr.  Lewi- 
sohn,  Mr.  Leeds,  besides  myself — reached  the  conclusion  that  you 
must  have  legislation  in  order  to  provide  security  for  the  workers  in 
general,  which  many  companies  are  already  providing,  because  volun- 
tary action,  would  be  so  slow.  You  cannot  expect  these  industrial 
plans  to  give  general  security.  Therefore  the  employers  on  this 
Council  approved,  in  the  main,  the  aims  and  purposes  of  this  bill, 
but  we  have  certain  suggestions  to  offer  which  we  think  will  make  it 
more  workable.  Most  of  those  suggestions  were  included  in  the  rec- 
ommendations of  the  Advisory  Council.  Our  Advisory  Council  sub- 
mitted the  recommendations  to  the  Cabinet  Committee,  and  you  have 
a  copy  on  file  of  those  recommendations. 

We  feel  there  are  some  very  necessary  precautions  to  be  taken  so 
the  introduction  of  this  plan  will  not  have  a  bad  effect  on  business 
and  commerce  in  general,  and  also  you  must  take  precautions  that 
you  do  not  build  up  too  large  an  administrative  organization  and 
take  away  too  much  from  the  benefits  to  be  paid  to  the  workers. 

Senator  Clark.  You  are  speaking  of  the  unemployment  insurance? 

Mr.  FoLSOM.  Of  the  whole  business.  We  have  had  some  experience 
in  foreign  countries  where  our  own  company  operates.  In  Germany, 
for  instance,  the  administration  expenses  are  too  high.  We  are 
hoping  that  this  legislation  will  prevent  such  a  large  bureaucracy 
from  developing.  We  know  that  there  will  be  a  tendency  to  build 
up  a  large  bureaucratic  agency  to  administer  it. 

Senator  King.  You  cannot  hope  for  much  improvement  in  this 
country  in  the  light  of  the  tremendously  large  bureaucratic  govern- 
ment that  we  are  building  up. 

Mr.  FoLSOM.  No.  I  think  you  have  got  to  keep  it  down  as  much 
as  you  can. 

Now  in  regard  to  unemployment  compensation,  I  want  to  call  your 
attention  to  the  fact  that  the  purpose  of  this  legislation  is  to  pro- 
vide, or  to  build  up,  a  fund  from  which  to  pay  benefits  to  people  who 
are  laid  off,  but  that  the  benefits  could  only  cover  a  limited  period. 
The  actuaries  estimate  that  at  the  3-percent  rate  you  may  buy  bene- 
fits from  16  to  18  weeks;  but  if  you  have  a  long-service  man  who  has 
not  drawn  benefits  for  long  periods,  you  will  give  him  an  additional 
week's  benefit  for  each  6  months'  service,  a  maximum  of  25  weeks. 
It  is  not  intended  to  meet  at  all  the  present  situation.  Some  of  the 
people  feel  this  is  going  to  meet  the  present  situation.  This  is  not 
intended  at  all  for  the  present  depression — it  is  not  intended  for 
deep  depressions  in  the  future  even;  it  is  intended  for  fluctuations 
of  unemployment  in  normal  times,  for  seasonal  unemployment, 
technological  unemployment,  and  for  minor  depressions  such  as  we 
had  in  1921.  It  will  probably  cover  the  first  year  of  deep  depressions. 
All  the  estimates  are  based  on  the  periods  such  as  we  had  from  1922 
up  to  1933. 

Senator  King.  Do  you  knqw  Dr.  Epstein  ? 

Mr.  FoLSOM.  Yes. 

Senator  King.  He  emphasized  the  points,  as  I  understand,  that 
you  are  now  making. 
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Mr.  FoLSOM.  Yes.  And  also  it  is  not  insurance.  It  is  clearly 
stated  it  is  compensation  and  not  insurance.  So  many  arguments 
are  advanced  for  a  certain  type  of  unemployment  compensation  that 
will  take  care  of  the  period  of  depression.  This  is  not  for  the  period 
of  depression  at  all.  You  have  got  to  depend  on  relief  to  take  care 
of  the  tremendous  load  that  you  have  during  depressions. 

The  Federal  legislation  which  was  submitted  to  our  council  first 
considered  the  system  of  the  Federal  Government  as  a  whole;  that 
is,  one  system.  We  do  not  think — and  the  President  indicated  he 
did  not  think — it  was  desirable.  In  the  first  place,  it  is  almost  im- 
possible to  devise  one  system  that  would  be  good  for  one  section  of 
the  countrj'^  and  would  be  good  for  other  sections,  because  the  condi- 
tions in  the  country  vary  so  much  so  that  very  early  in  our  deliber- 
ations we  discarded  the  one  Federal  system. 

We  think  the  States  should  be  given  the  opportunity  to  experi- 
ment with  different  systems.  There  were  two  plans  submitted  to  us 
for  Federal  and  State  legislation.  The  first  is  the  plan  provided  in 
this  bill,  which  we  call  the  Wagner-Lewis  type,  under  which  you 
tax  in  Washington  the  pay  roll  of  all  employers.  They  will  receive 
as  a  credit  on  this  90  percent  of  any  payments  made  to  a  State 
unemployment  plan.  If  a  State  passes  no  law  the  money  stays  in 
Washington  to  be  used  for  any  purpose,  which  is  a  bad  feature. 

The  second  is  the  grant-in-aid  scheme,  under  which  the  taxes  are 
to  be  levied  on  all  the  pay  roll,  but  the  money  is  actually  to  come  to 
the  Federal  Government;  and  then  the  money  would  be  voted  back 
into  forms  of  grants  to  the  States  which  would  pass  such  legislation 
for  unemployment  compensation,  meeting  certain  minimum  require- 
ments and  standards  provided  in  the  Federal  law. 

We  had  a  sharp  division  of  opinion  in  our  own  council  on  this  type 
of  bill.  The  majority,  including  the  employers,  and  also  Mr.  Green 
and  some  of  the  social  workers,  favored  the  grant-in-aid  plan,  because 
they  felt  }■  ou  could  put  more  standards,  in  the  first  place,  into  the  Fed- 
eral law  without  running  into  constitutional  objections,  and  also  you 
could  permit  industry  funds  to  be  set  up  and  have  experimentation 
along  industry  lines  as  well  as  along  State  lines,  or  some  new  experi- 
mentation along  N.  R.  A.  lines. 

Also  that  plan  could  be  changed  very  easily,  because  the  standards 
could  be  changed  by  the  administrative  agency  from  time  to  time,  and 
if  later  on  you  wanted  a  system  more  uniform  throughout  the  country 
you  could  get  it. 

Now  the  arguments  in  favor  of  the  Wagner-Lewis  type  bill  are  that 
that  bill  will  set  up  a  State  system.  If  anything  happens,  because 
of  constitutional  reasons,  to  Federal  legislation,  you  will  still  have  a 
State  system  intact.  I  know  you  have  heard  arguments  for  and 
against  that,  so  I  will  not  go  into  details,  but  I  will  say  the  majority 
of  the  council  did  favor  the  grant-in-aid  type  of  bill  rather  than  this 
type.  We  know  there  are  good  reasons  for  this  type  as  well  as  the 
other  type,  but  I  wanted  to  bring  to  your  attention  the  recommenda- 
tions of  our  council. 

This  bill,  the  Wagner-Lewis  bill,  now  has  very  few  standards  in  it. 
Wo  recommended  that  any  type  of  legislation  should  have  a  certain 
minimum  standard,  so  that  some  States  can  get  out  from  under  with 
a  very  weak  legislation.  This  bill  has  fewer  standards  than  the  Wag- 
ner bill  last  year.     I  imagine  some  were  dropped  out  because  of  con- 
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stitutional  reasons.  On  the  other  hand,  this  bill  contains  certain  re- 
strictions that  now  appear  to  be  as  much  regulatory  as  the  standards 
that  were  left  out.  Some  of  those  restrictions  we  think  are  not  de- 
sirable at  all.  I  will  indicate  which  ones  they  are,  and  I  will  indi- 
cate the  changes  that  I  think  should  be  made. 

The  first  is  with  regard  to  a  type  of  system  that  permits  freedom 
to  the  States.  This  is  the  most  important  point  I  can  bring  to  your 
committee  today,  and  I  think  you  should  give  it  very  serious  consid- 
eration. The  Advisory  Council,  by  unanimous  vote  of  all  20  mem- 
bers, of  whom  only  5  were  employers,  felt  that  freedom  should  be 
left  to  the  States  to  decide  what  type  of  plan  they  should  put  up — 
whether  they  should  have  a  straight  pool  plan,  a  separate  account 
system,  or  a  combination  of  the  two.  By  "  pool  plan  "  I  mean  one 
under  which  every  company  should  contribute  3  percent,  less  the  10 
percent  going  to  Washington — contribute  all  this  fund  into  one  pool 
covering  the  employees  for  the  whole  State. 

Senator  King.  The  Ohio  plan? 

Mr.  FoLsoM.  The  Ohio  plan.  The  other  type  is  a  separate  account 
system.  By  the  "  separate  account "  system  I  do  not  necessarily 
mean  the  present  Wisconsin  bill.  By  "  separate  account  "  system  we 
mean  one  in  which  the  money  would  still  all  be  in  the  Federal  Gov- 
ernment, the  Treasury  Department;  but  the  State  will  keep  a  sep- 
arate account  in  each  employer's  name  for  few  or  many  as  can  meet 
certain  requirements  fixed  by  the  State  law.  Before  an  employer 
can  get  a  separate  account  he  must  give  a  guaranty  suflGlcient  to  con- 
vince the  State  agency  that  he  can  pay  his  benefits  to  his  own 
workers,  and  he  will  make  contributions  just  the  same,  at  the  3- 
percent  rate,  until  he  builds  up  a  reserve  account  which  is  consid- 
ered adequate  to  pay  the  benefits.  So  everybody  will  contribute  the 
same  rate  for  the  first  3  or  4  years.  Eventually,  after  his  reserve 
account  has  reached  the  amount  which  is  considered  adequate,  if 
he  has  a  good  record  of  employment  in  his  plant,  then  his  contribu- 
tions are  reduced.  That  is  called  a  "  separate  account "  system, 
with  adequate  guaranties. 

Senator  King.  Would  that  plan  encourage  or  permit  insurance 
or  unemployment  benefits  to  be  developed  by  each  corporation  ? 

Mr.  FoLSOM.  Yes. 

Senator  King.  To  supplement  any  Federal  and  State  legislation? 

Mr.  FoLSOM.  Yes.  The  third  plan  is  a  combination  of  the  two. 
You  may  start  out  with  a  pool  plan,  but  rather  than  let  the  com- 
pany getting  the  credit  for  the  whole  3  percent  in  its  own  account 
you  give  the  company  credit  for  2  percent  and  leave  1  percent  in  the 
pool. 

We  feel,  that  is  our  advisory  council  with  Mr.  Green  agreeing  and 
with  the  labor  people  agreeing,  in  fact  it  was  a  unanimous  vote,  we 
feel  that  the  choice  should  be  left  to  the  States.  If  one  State  wants 
to  develop  a  separate  account  system,  like  Wisconsin,  or  pool  system 
or  a  pool  system  with  some  separate  accounts,  we  think  it  should  be 
left  free  to  choose  for  itself.  Wisconsin  will  have  to  change  its  law 
to  put  the  guaranties  in.  We  all  agree  that  the  guaranties  should 
be  there.  Unless  a  company  has  enough  in  the  guaranty  or  reserve 
to  be  sure  the  employees  will  be  protected  there  should  be  no  reduc- 
tion of  rates.  Even  if  we  have  got  the  guaranties  there  there  should 
be  no  reduction  in  rates  until  you  build  up  the  reserve  to  a  reasonable 
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level.  We  feel  the  States  should  be  permitted  to  experiment  along 
that  or  other  lines. 

Senator  Hastings.  Do  you  mean  that  it  would  reduce  it  to  3  per- 
cent in  some  cases? 

Mr.  FoLSOM.  This  bill  now  proposes  your  contributions  would  be 
reduced.    You  are  given  additional  credit  on  your  tax. 

Senator  Hastings.  I  do  not  know  where  that  is. 

Mr.  FoLSOM.  After  you  reach  the  15-i)ercent  level. 

The  Chairman.  What  is  that  provision  of  the  law? 

Mr.  FoLsoM.  I  intend  to  reach  that  in  just  a  minute. 

Senator  Hastings.  All  right. 

Mr.  FoLSOM.  So  our  advisory  council,  in  making  this  report,  stated 
two  objectives  of  this  legislation  should  be:  First,  the  payment  of 
compensation  to  jieople  who  are  laid  oif ;  and,  second,  it  should  serve 
as  an  incentive  to  employers  to  reduce  unemployment,  or  to  stabilize 
employment. 

I  would  like  to  read  just  two  sentences  from  the  President's  mes- 
sage of  January  17,  wherein  he  says : 

An  unemployment  compensation  system  should  be  constincted  in  such  a  way 
as  to  afford  every  praftical  aid  and  incentive  toward  the  larger  purpose  of 
unemployment  stabilization.  *  *  *  Moreover,  in  order  to  encourage  the 
stabilization  of  private  employment,  Federal  legislation  should  not  foreclose  the 
States  from  establishing  means  for  inducing  industries  to  afford  an  even  greater 
stabilization  of  unemployment. 

My  contention  is  that  the  present  provisions  of  section  608  do  actu- 
ally foreclose  States  from  setting  up  such  a  system  as  the  President 
urged. 

Senator  King.  Pardon  me  just  a  minute.     Did  you  say  section  608? 

Mr.  FoLSOM.  Section  608,  sir. 

Senator  Gerry.  What  page  is  that? 

Senator  Couzens.  Those  were  the  sections  that  Dr.  Epstein  elimi- 
nated yesterday. 

Mr.  FoLSOM.  He  wanted  the  whole  section  eliminated,  but  if  you 
did  this  nobody  would  ever  get  a  reduction.  That  section  provides, 
I  will  indicate  briefly,  that  before  an  individual  company  can  get  any 
reduction  in  rates  under  a  plan  which  provides  a  separate  account 
system — you  get  the  idea  from  this  bill  that  you  are  actually  permit- 
ting these  States  to  set  up  separate  account  systems,  but  the  restric- 
tions are  so  great  that  for  all  practical  purposes  no  company  would 
be  able  to  meet  them.  It  is  for  this  reason :  It  states  before  anj  em- 
ployer can  get  a  reduction  under  the  separate  account  system  he  must, 
in  the  first  place,  put  1  percent  in  the  pool ;  and,  in  the  second  place,  he 
must  guarantee  full  compensation  to  all  the  workers;  and,  in  the  third 
place,  his  reserve  must  be  at  least  15  percent. 

Now  figure  it  out.  If  the  company  had  no  unemployment  at  all 
it  would  not  be  possible  for  that  company  to  get  any  reduction  in 
rates  until  1946.  If  you  assume  1  percent  in  1936,  2  percent  in  1937, 
and  3  percent  thereafter.  In  tlie  first  year  his  whole  1  percent  would 
go  to  the  pool.  In  the  second  year  he  will  have  two-tenths  of  1  per- 
cent going  to  Washington  and  he  will  have  credited  to  his  account 
only  eight-tenths  of  1  percent,  the  other  1  percent  going  to  the  State 
pool.  You  figure  that  out  year  by  year  and  you  will  see  he  will  not 
get  up  to  the  15  percent  level  until  1946,  even  assuming  he  has  no 
imemployment. 
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My  contention  is  no  employer  is  going  to  do  anything  now  to 
reduce  his  fluctuation  of  employment  or  to  stabilize  employment  on 
the  chance  that  in  1946  he  might  get  a  reduction  in  rate.  I  think 
that  is  obvious.  That  was  not  the  intention  at  all  of  the  Advisory 
Council's  recommendation. 

I  want  to  mention  again  that  there  was  a  unanimous  vote  on  our 
part.  We  felt  that  you  should  give  that  first  entirely  to  the  States, 
and  we  felt  that  you  should  have  a  reasonable  reserve,  but  it  should 
not  be  so  strict  as  this,  which  would  practically  eliminate  any  possi- 
bility of  the  company  having  an  incentive  to  reduce  the  fluctuation 
of  employment  or  to  stabilize  it. 

Senator  Couzens.  What  did  you  think  of  Dr.  Epstein's  comparison 
yesterday  between  this  form  of  compensation  through  an  insurance 
company  which  did  not  preserve  the  difference  between  a  good  man 
and  a  bad  man  ? 

Mr,  FoLsoM.  I  want  to  give  you,  before  I  get  to  the  next  point,  the 
arguments  which  were  advanced  for  the  pool  system  and  the  other 
system.  You  heard  arguments  advanced  here  for  the  pool  system, 
and  they  have  been  advanced  almost  entirely  by  people  who  have 
had  no  practical  experience,  who  approached  it  purely  from  the 
theoretical  point  of  view.  I  studied  the  subject  quite  a  long  time 
myself.  For  the  last  4  years  I  have  had  actual  experience  in  our  own 
plant  in  Rochester,  I  am  also  in  touch  with  the  experience  in  the 
other  plants  in  Rochester  such  as  Bausch  &  Lomb  Optical  Co.,  the 
Stromberg-Carlson  Co.,  the  Taylor  Instrument  Co.,  the  Gleason 
Works,  and  the  other  companies  who  are  in  the  plan.  We  all  believe 
that  a  plan  of  the  right  sort  will  serve  as  an  incentive  to  stabilize 
employment. 

In  our  own  company  we  have  made  a  study  of  stabilization  for  the 
last  35  years.  We  have  a  very  great  seasonal  fluctuation  in  the  sales 
of  our  product,  and  yet  we  have  been  able  to  produce  our  product  at 
a  stable  rate  of  production.  This  graph  will  indicate  what  we  have 
done.  This  is  starting  in  January  at  4  percent  of  the  year's  sales 
and  reaches  the  peak  of  15  percent  in  July,  and  then  it  goes  down  to 
2  percent  in  November,  and  this  other  line  indicates  the  way  we 
actually  produce  during  the  year.  We  build  up  the  stock  in  the 
spring  and  we  sell  it  in  the  summer.  This  is  roll  film  that  we  sell 
in  the  summertime  when  the  people  are  taking  pictures.  We  have 
been  developing  this  system  over  a  period  of  35  years. 

There  was  one  of  our  plants  where  we  had  not  been  able  to  do 
such  a  good  job  in  stabilization.  They  said  it  could  not  be  done, 
and  yet  when  that  plant  on  the  1st  of  January  1933  started  to  pay 
benefits  to  the  people  who  were  laid  off,  and  the  record  of  the  bene- 
fits went  to  the  head  office,  to  the  president  of  the  company,  that 
plant  was  very  much  concerned  about  it.  They  started  to  do  a 
better  job.  They  called  on  our  planning  and  statistical  department 
and  that  department  did  everything  it  could  to  help  them  out.  As 
a  result  we  have  been  able  to  do  a  better  job  in  stabilizing  that  plant. 
I  say  to  those  people  who  say  that  nothing  can  be  done  about  stabili- 
zation simply  do  not  know  what  they  are  talking  about.  I  am  talk- 
ing from  practical  experience.  There  may  be  companies  that  will 
not  agree  with  me  at  all  on  this,  but  that  is  because  they  haven't 
tried  it.  If  any  company — I  do  not  care  what  industry  it  is  in — ^in 
normal  times  can  do  a  better  job  in  stabilization  than  they  have 
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done,  I  do  not  think  there  is  any  question  that  the  automobile  in- 
dustry can  do  a  very  much  better  job  on  stabilization  than  they 
have  done.  If  the  automobile  industry  had  to  pay  the  rate  which 
they  would  actually  have  to  pay  if  that  did  not  do  anything  about 
stabilization,  it  would  mean  the  i^eople  in  the  automobile  industry 
would  try  to  do  everything  they  could  toward  reducing  the  fluctua- 
tion in  employment  and  toward  stabilizing  employment.  Since  we 
adopted  the  plan  in  Eochester  one  of  the  executives  of  one  of  the 
large  automobile  companies  came  to  me  to  find  out  if  they  could 
not  adopt  the  same  system.  He  showed  me  his  employment  record. 
I  said,  ''  You  cannot  adopt  this  plan  with  your  record  of  employ- 
ment." He  said,  "Why  not?-'  I  said,  "It  will  just  break  you. 
You  have  too  nuich  fluctuation.  You  have  a  labor  turnover  of  100 
percent  a  year  and  you  just  cannot  do  it.  If  you  once  adopt  this 
system  you  will  have  to  change  your  policy." 

Under  the  "  pool  plan  "  every  company  has  got  the  money  in  one 
boat;  you  are  not  going  to  make  any  particular  effort  to  reduce 
your  own  unemployment  on  the  chance  you  will  help  the  pooled 
iund.     On  the  other  hand,  it, will  have  the  reverse  effect. 

I  maintain  if  you  have  a  pool  system,  when  you  have  to  reduce 
3^our  production,  if  you  are  going  along  at  full  production  and  have 
to  reduce  it  10  percent,  you  will  not  reduce  the  hours  of  everybody 
10  percent  but  you  will  lay  the  people  off  immediately,  the  most 
inefficient  people,  and  put  them  on  the  pool.  We  can  always  produce 
at  lower  cost  by  keeping  the  force  occupied  all  the  time.  The  tend- 
ency would  be  to  reduce  the  force  right  away  and  you  will  increase 
unemployment.  The  actuaries  who  have  estimated  this  thing  have 
actually  put  a  loading  in  to  take  care  of  the  unemployment  due  to  the 
introduction  of  the  pool  system,  and  the  Cabinet  Committee  stated 
that  the  actual  benefits  to  be  paid  on  the  individual  company  plan 
would  be  greater  than  under  a  pool  plan,  for  the  very  reason  that  you 
have  got  the  incentive  to  keep  peojDle  occupied. 

The  Chairman.  Senator  Wagner,  if  you  want  to  inquire  at  any 
time,  you  may. 

Senator  Wagner.  Mr.  Folsom  and  I  have  discussed  this. 

Mr.  FoLSOM.  Senator  Wagner,  of  course,  is  on  record  a  number  of 
times  as  stating  that  one  of  the  purposes  of  this  legislation  is  to  serve 
as  an  incentive  toward  stabilization.  Exactly  the  same  proposition 
came  up  under  the  Workmen's  Compensation  Act.  Although  the 
Workmen's  Compensation  Act  was  fought  by  a  number  of  employers 
I  think  he  will  bear  me  out  in  saying  that  the  Chamber  of  Com- 
merce in  Rochester  was  the  only  body  of  employers  in  the  State  of 
Xew  York  that  favored  the  workmen's  compensation  legislation. 

Senator  Wagner.  Yes;  I  can  verify  that. 

Mr.  FoLsoM.  I  also  want  to  bring  out  the  fact  that  I  appeared  here 
last  year  on  the  Wagner-Lewis  bill,  favoring  the  Wagner-Lewis  bill 
at  that  time  with  some  changes. 

When  it  comes  to  this  matter  of  argument  for  the  pool  system,  most 
people  think  of  depressional  unemployment. 

Now,  to  go  back  to  the  insurance  argument :  Practically  all  insur- 
ance is  based  on  the  risk  that  is  involved.  The  rate  of  the  premium 
is  based  on  the  risk.  If  you  have  got  a  good  risk,  you  have  a  lower 
rate  than  you  have  on  the  poor  risk.  Again,  I  want  to  say  that  these 
people  who  are  arguing  for  the  pool  system  to  a  large  extent  have 
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not  had  any  practical  experience.  All  we  ask  is — and  I  will  state 
it  very  frankly — that  industry  be  given  that  incentive  to  stabilize.  It 
is  my'  firm  opinion  if  that  incentive  is  given  the  industry  they  can  do 
a  much  better  job  than  they  have  done.  Some  say,  ''Why  should 
they  not  do  a  good  job,  anyhow  ?  "  Look  at  the  Workmen's  Com- 
pensation Act.  Most  people  thought  that  wouldn't  work,  but  it  has 
done  a  good  job,  so  why  should  not  this  do  a  good  job?  It  was 
certainly  good  business  for  them  to  do  it.  I  know  in  our  own  case  we 
thought  we  were  doing  a  good  job  in  reducing  accidents,  and  yet 
our  accidents  are  now  only  about  10  percent  of  what  they  were  back  in 
1911  and  1912.  It  has  also  meant  that  we  have  saved  money.  If  we 
can  reduce  expenses  or  actually  save  money,  if  there  is  any  plan  that 
permits  us  to  do  it,  we  certainly  try  to  do  it.  You  might  say  that  we 
should  have  done  it  before.  Of  course,  we  should  have  done  it  before. 
We  did  not  do  it  because  we  did  not  know  how  to  do  it.  We  do  it 
now  because  there  is  money  saved  by  doing  it.  That  is  the  same 
incentive.     It  is  for  the  reduction  of  fluctuation  of  employment. 

Now,  it  will  not  take  care  of  the  depressional  unemployment. 
This  plan  is  intended  to  cover  just  the  type  of  unemployment  which 
the  company  can  prevent,  if  it  has  got  an  incentive  to  do  it.  Under 
this  bill  you  are  practically  barring  all  experimentation  along  that 
line.  So  this  plan  is  the  one  we  feel;  that  is,  I  feel  and  a  number 
of  employers  who  have  studied  the  subject  feel  that  it  is  the  best 
plan  for  the  future. 

Senator  King.  The  pooling  plan  you  think  rather  encourages 
slovenliness  on  the  part  of  some  ? 

Mr.  FoLSOM.  Yes.  Another  point:  It  has  been  pointed  out  also 
before  your  committee  by  some  of  the  theorists  that  a  pool  plan 
gives  a  better  guarantee  to  all  the  workers,  because  you  have  got 
them  all  together  in  one  pool.  You  know,  with  so  much  money  in 
there  it  is  a  question  of  who  is  going  to  get  it.  Do  you  want  to 
give  it  to  the  people,  the  casual  workers  who  haven't  any  right  to 
unemployment  benefits,  who  are  transferred  back  and  forth  because 
of  inefficiency ;  the  people  that  you  will  lay  off  first  ?  That  applies 
especially  to  seasonal  industries.  In  England,  for  instance,  the  em- 
ployees in  the  seasonal  industries  got  too  much  from  the  fund  and 
there  was  very  little  left  for  the  other  people.  Under  this  pool 
system,  you  are  going  to  give  that  protection  to  that  type  of  worker. 
Your  stable  workers,  the  regular  workers,  when  they  are  laid  off, 
there  will  not  be  any  money  left  in  the  fund,  because  they  will  be  in 
the  depression  when  the  fund  is  gone. 

Senator  Wagner.  The  depression  may  last  longer  than  the  fund? 
Mr.  FoLSOM.  Sure.  My  whole  contention  is  that  you  are  placing  on 
industry,  and  you  should  place  on  industry,  the  responsibility  of  giv- 
ing regular  work  to  their  regular  employees,  to  try  to  keep  the 
people  employed  all  during  the  year,  and  if  you  put  the  incentive 
on  them  they  will  do  the  job.  Then  the  people  who  drift  back  and 
forth  from  one  industry  to  the  other — the  casuals,  the  inefficients, 
those  who  might  have  jobs  during  very  good  times  and  no  jobs  dur- 
ing bad  times — that  burden  should  be  placed  on  society  as  a  whole. 
Industry  will  share  the  burden  through  taxes,  but  it  should  be  borne 
by  society  as  a  whole.  If  you  put  the  responsibility  on  industry, 
industry  will  see  to  it  that  there  will  not  be  as  much  fluctuation  as 
there  has  been. 
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As  I  say,  do  not  decide  the  point  now.  I  do  ask  you  not  to  bar 
the  States  from  experimentino;  alon^^  that  line.  I  do  know  in  our 
own  State  of  New  York  there  has  been  a  tremendous  drive  up  there 
for  that  pool  system,  yet  the  employers  so  far  haven't  had  a  chance 
to  do  anything^  they  have  never  been  consulted  about  it.  I  am  hop- 
ing we  can  get  our  story  across  to  the  people  in  charge  of  legisla- 
tion in  Albany,  so  we  can  convince  them  that  the  best  plan,  as  far 
as  the  reduction  of  unemployment  is  concerned,  is  along  this  line 
rather  than  the  pool  line. 

On  the  other  hand,  I  do  not  want  to  see  any  system  adopted  un- 
less you  have  adequate  guaranties  there. 

Senator  Barkley.  Have  you  prepared  a  substitute? 

Mr.  FoLsoM.  I  will  just  eliminate  that  section. 

Senator  Clark.  Eliminate  section  608? 

Mr.  FoLsoM.  Eliminate  subsection  (a). 

Senator  King.  The  section  or  just  the  paragraph? 

Senator  Gerry.  That  is  paragraph  (a)  ? 

Mr.  FoLSOiNi.  Section   (a)  should  be  eliminated  entirely. 

The  Chairman.  What  page  ? 

Mr.  FoLsoM.  Page  48. 

The  Chairman.  Paragraph  (a),  page  48. 

Mr.  FoLSOM.  Then  there  is  another  part  of  section  606  in  which 
there  is  a  definition,  on  the  top  of  page  46.  It  says,  "  This  fund  shall 
never  be  less  than  1  percent  of  the  pool." 

The  Chairman.  Where  is  that? 

Mr.  FoLsoM.  Top  of  page  46,  in  parentheses  on  top  of  page  46, 
the  second  line. 

The  Chairman.  You  would  eliminate  that? 

Mr.  FoLSOM.  I  would  eliminate  that.  Then,  on  page  49,  where 
there  is  a  reserve  mentioned  of  15  percent,  I  would  change  that  to 
10  percent.  Now,  even  if  it  is  10  percent,  you  would  not  get  any 
reduction  for  5  years;  not  until  5  years  after  the  plan,  assuming  no 
unployment  at  all. 

The  Chairman.  Make  the  same  change  on  line  17,  page  49  ? 

Mr.  Folsom.  Yes,  sir.  Then,  on  page  50,  section  (d),  that  is  to 
come  out  again,  that  1  percent.  That  takes  care  of  the  plan  under 
which  you  start  out  with  the  pool  system.  You  say,  after  a  period  of 
years,  if  the  company  gets  a  good  record,  they  can  get  a  reduction  of 
rates. 

I  would  like  to  call  jour  attention  to  the  fact  that  that  plan  does 
not  serve  nearly  as  good  an  incentive  as  the  other  plan,  because  you 
simply  say  there,  "  We  are  going  to  put  all  the  money  in  the  one  pool 
for  3  or  4  or  5  years,  and  if  you  have  a  good  record  then  we  are  going 
to  give  you  a  reduction  in  rate."  That  is  the  plan  they  had  in  Eng- 
land. The  British  plan  had  that  system^this  pool  system.  When 
that  time  came  for  reduction  the  Government  did  not  give  a 
reduction. 

I  do  not  think  many  employers  are  going  to  do  much  about  stabil- 
izing if  you  say,  "  We  are  going  to  keep  the  money  in  a  pool  and  use 
it  for  stabilizing  the  industry." 

Also  there  is  another  very  important  point,  and  that  is  that  the 
record  of  the  companies  for  the  last  3  or  4  years  is  not  a  good  indi- 
cation of  what  the  unemployment  situation  in  the  industry  really 
was.     The  heavy-goods  industry,  which  now  has  a  very  low  level  of 


ECONOMIC    SECURITY   ACT  563 

employment,  should  have  almost  a  perfect  record  in  the  next  2  or  3 
years.  A  company  which  has  been  reduced  from  a  thousand  em- 
ployees to  200  employees  ought  to  keep  the  200  people  employed  in 
the  next  2  or  3  years. 

The  Chairman.  With  those  suggestions,  those  are  the  only  changes 
you  would  make  in  the  unemployment-insurance  plan  ? 

Mr.  FoLsoM.  There  is  one  other  plan  in  the  guaranteed-employ- 
ment  seection.  Some  employers  feel  this  will  operate  to  assure  em- 
ployment rather  than  pay  benefits,  and  they  think  you  ought  to  have 
a  reasonable  guaranty  plan.  In  this  bill  you  actually  say  the  com- 
pany can  set  up  a  plan  which  will  guarantee  40  weeks'  full  wages.  I 
do  not  believe  any  company  will  guarantee  that.  You  might  say  40 
weeks  at  three-fourths  wages  or  two-thirds  wages  guaranteed,  you 
might  get  some  companies  to  do  that,  but  I  do  not  believe  that  very 
many  companies  would  guarantee  the  full  40  weeks  at  full  pay. 
That  is  the  second  change  I  would  suggest. 

The  other  change  is  for  the  same  reason  that  this  tax  should  not 
apply,  as  Dr.  Epstein  pointed  out  yesterday,  to  the  whole  pay  roll. 
No  bill  which  has  been  drafted  in  this  country  in  any  State  has  the 
tax  apply  on  any  part  of  the  pay  roll  not  eligible  for  benefits.  That 
provision  was  not  recommended  by  our  council.  It  should  be 
changed.  You  should  eliminate  entirely  the  people  who  were  making 
over  $250  a  month,  the  clause  which  you  had  in  the  old-age  security 
part  of  the  section,  or  you  can  tax  that  part  of  every  person's  pay 
which  is  below  $250.  ^ 

We  thought,  that  is,  our  advisory  council  did,  that  the  latter  was 
a  better  plan,  because  otherwise  if  you  have  a  man  making  $251,  he 
does  not  get  anything,  and  the  $249  fellow  would  get  the  benefit. 
We  thought  you  could  tax  the  pay  roll  up  to  $250.  You  have  a  lot 
of  white-collar  workers  who  used  to  earn  4  or  5  thousand  dollars  and 
who  are  unemployed  now;  they  should  certainly  be  entitled  to  ben- 
efits up  to  $15  a  week,  which  is  the  maximum  in  most  bills. 

Senator  King.  Assume  that  they  are  taxed  up  to  the  $250. 

Mr.  FoLSOM.  Yes,  sir.  Do  not  tax  anybody  above  that,  because 
it  is  obviously  unfair. 

The  Chairman.  Before  you  leave  Washington  and  after  you  have 
finished  your  testimony,  may  I  suggest  to  you  that  you  get  in  touch 
with  the  experts  here  and  with  the  drafting  service,  and  draft  what 
in  your  opinion  meets  your  suggestions  so  that  we  can  have  the  mat- 
ter here  in  a  substitute  form. 

Mr.  FoLSOM.  I  will,  sir ;  I  will  be  very  glad  to. 

Senator  King.  Before  you  leave  this  point — is  it  your  view  that,  if 
you  have  the  pool,  you  should  not  make  any  contributions  to  it? 

Mr.  FoLSOM.  I  think  that  should  be  left  to  the  States.  The  Wis- 
consin people  feel  very  strongly  that  you  should  not  have  any  pool 
at  all.  They  want  to  start  with  these  individual  companies.  The 
other  people  feel  that  it  is  all  right  to  start  with  a  pool,  but  to  let 
the  companies  who  can  put  up  the  guaranties  and  have  separate  ac- 
counts have  their  own  account. 

Starting  from  right  now,  I  would  not  be  opposed  to  that  system 
of  starting  with  a  pool  and  letting  companies  have  separate  accounts 
when  they  put  up  adequate  guaranties.  I  think  in  the  long  run  the 
Wisconsin  plan  might  be  just  as  good  with  the  proper  guaranties, 
but  I  do  not  think  we  have  to  decide  that;  but  I  do  not  know  that 
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these  people  in  Wisconsin  do  not  like  the  idea  of  putting  any- 
thing into  a  pool.  Personally,  I  do  not  like  it  either;  but  some 
States  might  want  to  require  partial  pooling.  I  do  not  think  that 
should  be  done  here.  I  think  it  is  better  to  leave  it  to  the  States 
enirely.  You  are  giving  them  the  choice  of  almost  everything  else — - 
the  number  of  weeks  of  benefits,  the  paying  period — and  yet  in  the 
most  imjiortant  point  you  restrict  them.  To  be  consistent  through- 
out the  bill,  you  have  to  give  them  that  choice. 

The  Chairman.  Would  you  put  other  standards  in  the  bill  ? 

Mr,  FoLsoM.  We  recommended  quite  a  few  other  standards,  but 
I  understand  they  were  left  out  for  constitutional  reasons.  But  on 
the  other  hand  if  you  have  the  main  standard  in  there,  that  they 
must  use  this  mone}'  for  unemployment  compensation.  The  model 
bills  being  drafted  now  should  serve  as  a  guide,  but  I  am  afraid  that 
they  might  have  the  benefits  so  large  in  some  of  the  States  tliat  the 
funds  will  be  exhausted  too  soon.  I  think  it  is  better  to  let  them 
have  their  own  standards  in  this  legislation. 

Senator  Wagner.  Would  you  favor  the  restoration  of  the 
standards  fixed  in  the  so-called  "Wagner-Lewis  bill"  of  last  year? 

Mr.  FoLSOM.  No ;  I  prefer  the  standards  which  our  advisory  coun- 
cil recommended.  They  have  changed  it  in  several  respects.  Last 
year  the  Wagner-Lewis  bill  had  a  minimum.  We  feel  that  it  is  im- 
possible to  set  a  minimum  Avhich  woiUd  apply  to  the  whole  country. 
A  minimum  which  is  all  right  for  New  York  State  would  be  too 
high  for  Mississippi  or  Georgia,  for  instance,  but  we  do  think  3'ou 
can  say  it  is  50  percent  of  the  normal  wage. 

The  Chairman.  Your  suggestions  are  incorporated  in  the  record? 

Mr.  FoLSOM.  Yes;  the  Advisory  Council's  report  is  a  very  short 
report,  and  I  hope  that  every  member  of  the  committee  will  have  a 
chance  to  read  that;  I  feel  strongly  that  the  recommendations  of 
that  report  constitute  the  best  system  which  has  yet  been  advised 
and  that  was  worked  out  by  this  group  of  20  working  for  several 
weeks.  A  subcommittee  of  6  worked  steadily  on  it,  with  the  larger 
committee  being  brought  back  from  time  to  time. 

Senator  Gerry.  Are  you  putting  that  report  in? 

Mr.  FoLsoM.  It  is  in  the  record  already. 

Senator  Gerry.  What  is  the  name  of  that  report? 

Mr.  FoLsoM.  The  recommendations  of  the  Advisory  Council  on 
Economic  Security.  Some  mombers  of  the  Council  have  appeared 
before  you  and  advocate  a  higher  rate  than  3  percent,  but  the  Council 
as  a  whole,  voting  as  a  body,  were  in  favor  of  3  percent.  We  were 
also  strongly  in  favor  of  that  provision  which  states  that  if  indus- 
trial production  did  not  reach  a  certain  level,  for  the  first  year  it 
shall  be  1  percent,  then  2  percent,  and  then  3  percent.  We  think 
that  is  very  important  for  business. 

This  plan  is  not  intended  to  cover  the  present  situation  at  all. 
This  is  taking  care  of  the  future,  but  we  think  it  should  be  gradual. 
We  think  that  is  a  very  important  point.  Some  are  going  to  argue 
strongly  otherwise  next  week.  I  understand  that  the  labor  com- 
missioner of  New  York  State  is  going  to  come  down  here  and  argue 
very  strongly  to  have  the  3  percent  start  right  away.  I  think  it 
will  have  a  very  bad  effect  on  recovery  if  you  do  that. 

Then  there  is  the  question  of  who  should  pay  the  3  percent.  In 
the  first  place,  we  think  the  3  percent  is  adequate.     The  actuaries 
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have  had  very  little  experience  to  base  this  3  percent  on,  and  they 
have  been  very  conservative.  I  feel  that  experience  is  going  to  show, 
if  you  have  the  separate  account  system,  that  your  3  percent  will 
pay  longer  benefits  than  provided  in  the  estimates  of  the  actuaries, 
and  that  is  based  on  our  experience,  but  on  the  other  hand  I  agree 
with  the  actuaries  that  we  should  operate  on  a  very  conservative 
basis  and  not  get  hopes  up  too  high.  You  can  easily  extend  the 
benefits  later.  So  I  would  not  have  them  go  above  16  weeks  or  18 
weeks  to  start  with. 

Who  shall  pay  the  3  percent?  Naturally,  there  is  a  sharp  division 
of  opinion  as  to  whether  employees  should  pay  part  of  it.  I  agree 
thoroughly  with  the  position  that  the  chief  burden  should  be  placed 
on  the  employers  because  the  employers  can  do  something  about  it 
whereas  the  employees  cannot  do  anything  about  reducing  unem- 
ployment. On  the  other  hand  I  feel  that  a  small  percentage  should 
be  placed  on  the  employee  for  the  simple  reason  that  he  will  be  much 
more  interested  in  the  system,  and  he  won't  be  looking  into  benefits 
as  a  gratuity  but  something  where  he  has  got  his  own  money  at 
stake.  He  is  going  to  get  better  administration  that  way,  less  abuse, 
fewer  people  trying  to  get  benefits  who  are  not  entitled  to  them,  and 
less  malingering. 

Therefore,  although  a  majority  of  our  council  voted  against  em- 
ployee contributions,  the  strong  minority  favored  it,  feeling  that 
you  would  get  a  better  system  if  you  would  at  least  get  one-half  of 
1  percent  from  the  employee  and  2i/2  percent  from  the  employer. 
The  bill  now  provides  that  the  States  can  put  an  additional  amount 
over  the  3  percent  on  the  employee  if  they  want  to.  I  do  not  think 
they  will  do  it.  In  the  first  place,  they  will  think  that  3  percent  is 
adequate.  The  only  way  you  can  get  employee  contribution  is  by 
putting  it  in  here.  Especially  if  you  are  going  to  start  out  in  the 
security  section  with  one-half  of  1  percent  of  the  employee,  I  do 
not  think  you  are  going  to  get  any  more  objection  from  the  em- 
ployer. And  you  will  get  a  much  better  system.  Russia  is  the  only 
country  abroad  that  has  not  had  employee  contributions,  and  you 
will  find  quite  a  few  of  the  labor  people  are  for  emploj^^ee  contribu- 
tions for  the  simple  reason  that  they  think  the}"  will  get  a  better  sys- 
tem and  better  administration. 

Senator  Baekley.  In  Russia,  if  they  had  employer  contribution,  it 
means  that  nobody  in  Russia  but  the  Government  would  contribute, 
because  the  Government  employs  everybody. 

Mr.  FoLSOM.  Yes ;  that  is  true. 

Senator  King.  I  have  talked  with  hundreds  of  employees  who  were 
out  of  employment  and  they  did  not  get  a  cent.  They  said  the  fund, 
if  there  ever  was,  had  been  consumed  by  the  Government  in  liquidat- 
ing some  of  its  expenses. 

Mr.  FoLSOM.  Those  are  the  suggestions  which  I  would  make  in  the 
unemployment-compensation  section. 

I  would  like  to  take  up  this  old-age  security. 

Senator  Lonergan.  Pardon  me  at  that  point.  What  is  the  turnover 
in  employment  in  industry  in  this  country? 

Mr.  FoLSOM.  It  varies  tremendously.  In  some  industries  it  might 
be  in  1  year  as  high  as  100  percent.  If  you  have  a  force  of  a  thousand 
people,  there  might  be  as  many  as  a  thousand  people  leaving.    On  the 
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other  hand,  some  companies  might  get  a  turn-over  down  as  low  as  10 
percent. 

Senator  Lonergan.  In  dealing  with  permanent  employees,  at  what 
point  would  you  start?  Suppose  we  set  up  this  system.  The  em- 
ployer would  start  with  the  persons  who  have  been  employed  bj'^  him 
for  a  certain  period  of  time. 

Mr.  FoLsoM.  That  would  depend  entirely  on  what  system  you  set 
up.  If  you  have  a  pool  system,  you  do  not  have  any  qualifying  serv- 
ice at  all,  because  everybody  goes  right  to  the  pool  and  gets  the  money. 
If  they  have  been  only  a  few  weeks  in  employment  and  are  laid  off, 
they  go  to  the  pool  and  get  the  money.  But  with  a  separate  account 
system  we  should  have  some  reasonable  period  of  qualification  before 
a  person  is  eligible  to  give  the  company  a  chance  to  see  whether  the 
employee  is  qualified  or  not.  Otherwise  you  will  have  your  initial 
requirements  so  high  that  the  persons  who  might  appear  to  have  any 
handicap  at  all  might  not  be  employed.  That  is  a  matter  entirel}'^  for 
the  States,  however. 

Senator  Lonergan.  In  separating  the  system  of  payments  as  sug- 
gested by  you,  the  employer  Avould  take  care  of  the  permanent  em- 
ployee and  then  another  system  would  be  set  up  for  the  temporary 
employee  ? 

Mr.  FoLSOM.  Oh,  no.  I  was  just  saying  that  that  would  be  what 
would  actually  happen  in  the  long  run.  The  company  would  still 
have  to  pay  benefits  to  the  person  in  short  service,  but  it  would  be 
based  on  service.  You  pay  1  week  of  benefit  for  every  4  weeks  of 
employment.  That  is  in  any  plan,  whether  it  is  the  pool  plan  or  a 
separate  account  plan.  The  benefits  you  pay  are  based  on  the  length 
of  service  of  that  employee.  If  you  have  a  man  working  for  6 
months,  he  would  get  1  week  of  benefit  for  every  4  wrecks  that  he 
would  work.  He  would  get  6  weeks  benefits  for  6  months,  and  a 
man  working  12  months  would  get  12  weeks  of  benefit. 

Senator  Lonergan.  In  the  systems  already  existing  of  private 
concerns,  they  are  all  based  on  contributions  of  employers  as  well 
as  employees. 

Mr.  FoLSOM.  Yes.  The  General  Electric  Co.  is  a  contributory 
system,  50-50.  The  employees  put  in  just  as  much  as  the  company^ 
With  the  Rochester  plan,  the  company  pays  the  first  amount  which 
is  up  to  2  percent,  but  in  case  of  an  emergency  like  during  the 
depression,  then  they  ask  their  employee  who  is  working  to  put  in 
1  percent. 

Senator  Lonergan.  I  understand  that  less  than  one-half  of  1  per- 
cent of  the  concerns  in  this  country  have  such  a  system. 

Mr.  FoLsoM.  There  has  been  only  about  15  companies  in  the  coun- 
try that  have  unemployment-benefit  plans. 

Senator  Hastin(;s.  Before  you  leave  that  subject,  may  I  ask  you 
what  you  think  of  this^  Section  602  provides  that  any  employer 
may  credit  against  the  tax  that  is  due,  up  to  90  percent  of  the  tax, 
the  amount  of  his  contiibution.  If  you  would  add  right  after  that 
these  words,  "  plus  the  contributions  of  his  employees,  if  any  ",  you 
would  then  leave  an  opportunity  for  the  States,  if  they  cared  to,  in- 
stead of  us  deciding  it;  you  would  leave  an  opportunity  for  the 
States  to  adopt  that  if  they  wanted  to.  But  under  this  plan  they 
cannot  do  it;  but  if  they  wanted  to  adopt  your  suggestion  and  you 
put  in  those  words  so  that  the  employer  would  get  the  credit  not  only 
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for  what  he  paid  but  for  what  his  own  employees  paid  to  the  fund, 
you  would  then  leave  it  to  the  States.    What  do  you  think  about  that? 

Mr.  FoLSOM.  Off-hand,  I  would  not  like  to  express  an  opinion.  I 
think  it  might  be  a  good  way  to  do  it,  but  I  would  like  to  give  it 
more  thought,  and  I  would  not  like  to  express  an  opinion  off-hand. 

Senator  Barkley.  Let  me  ask  you  how  you  propose  to  do  it  with 
this  sort  of  a  situation.  I  can  understand  how  you  can  stabilize  jour 
employment,  because  over  a  period  of  years  you  have  a  pretty  good 
idea  of  the  average  sales  of  your  company  and  the  demand  for  your 
products.  Take  a  building  contractor  who  employs  carpenters.  The 
amount  of  that  emj)loyment  depends  on  the  number  of  houses  that 
are  to  be  built  and  whether  he  gets  the  contract  to  build  them.  Let 
us  say  that  an  individual  contractor  would  employ  on  the  average 
10  carpenters  or  more.  Any  one  of  those  men  working  for  him  for 
a  month,  and  then  he  will  be  off  a  month,  because  nobody  is  building 
a  house.  Then  he  may  have  another  month's  employment  with  an- 
other contractor,  and  all  through  the  year  he  has  that  precarious  em- 
ployment situation.  How  can  you  deal  with  that,  as  between  the 
employee  and  the  employer,  and  as  between  the  employer  and  the 
State? 

Mr.  FoLSOM.  I  think  in  the  building  industry  or  an  industry  like 
that,  it  would  be  a  lot  better  if  the  industry  itself  would  set  up  a  fund. 
All  of  these  plans  provide  as  a  separate  account  plan,  that  you  can 
have  an  account  with  one  company  or  with  a  group  of  employers; 
and  I  tliink  the  only  way  to  handle  that  is  to  have  a  plan  for  the 
building  industry  as  a  whole  in  a  State  or  in  one  locality. 

Senator  Barkley.  But  this  is  a  bill  that  taxes  that  pay  roll  of  that 
contractor  if  he  works  more  than  four  people. 

Mr.  FoLsoM.  Sure  they  are  all  going  to  be  taxed  all  right,  but  as 
far  as  giving  them  additional  credit  if  they  stabilize,  in  that  way 
you  could  let  a  company  instead  of  having  its  own  account,  they  will 
come  in  with  several  other  companies  and  have  a  group  which  will 
cover  the  building  industry'  in  this  particular  locality ;  and  those 
people,  if  they  group  in  that  way  and  keep  the  people  steadily  em- 
ployed as  all  the  building  emploj^ers  in  that  group,  then  they  will  get 
this  reduction.  If  they  don't  they  will  have  to  keep  on  paying  the 
3  percent. 

Senator  Hastings.  That  is,  the  law  might  provide  that  the  build- 
ing trade  of  a  State  should  constitute  a  separate  fund  ? 

Mr.  FoLSOM.  Yes.  All  of  these  State  plans  provide  that  either  an 
employer  or  group  of  employers  may  set  up  a  separate  account. 

Senator  Barkley.  Of  course,  in  an  industry  like  that  the  chances 
are  much  greater  that  the  fund  will  be  exhausted  sooner  than  in  a 
stabilized  industry  like  yours. 

Mr.  FoLsoM.  Of  course,  our  industry  is  by  no  means  stabilized. 
And  also  one  of  these  companies  in  Rochester  that  has  adopted  this 
plan  is  not  stable.  They  are  making  gear-cutting  machines  for  the 
automobile  industry.  That  has  fluctuated  if  anything  has.  In 
normal  times,  on  the  other  hand,  employment  in  the  building  trades 
does  not  fluctuate  as  much  as  you  would  think  it  does,  in  times  of  de- 
pression. We  are  apt  to  give  too  much  emphasis  now  because  we 
see  how  much  unemployment  there  are  in  the  building  industry. 
But  in  normal  times  the  total  number  of  people  employed  in  the 
building  industry  does  not  vary  so  very  much. 
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Senator  Barkley.  There  is  a  good  deal  of  variation  at  any  time, 
isn't  there? 

Mr.  FoLsoM.  Then  I  believe  they  should  get  into  an  industry  fund. 
But  even  if  the  automobile  industr}^  cannot  stabilize  so  that  they  can 
prevent  this  fluctuation,  you  should  not  let  the  other  industries  that 
can  subsidize  the  industries  to  that  extent.  If  the  automobile  in- 
dustry cannot  give  steady  employment,  they  should  pay  some  of  the 
cost  of  that  through  a  higher  rate.  I  do  not  think  that  burden 
should  be  placed  on  the  other  industries. 

Senator  Hastings.  Would  you  leave  it  to  these  groups  to  join 
voluntarily,  or  would  you  have  some  compulsory  plan  ? 

Mr.  FoLSOM.  I  think  some  of  the  State  laws  provide  that  the  In- 
dustrial Commission  after  adequate  hearing,  may  compel  employers 
in  certain  groups  to  do  it. 

Senator  Hastings.  But  that  is  the  only  way  j^ou  could  make  it 
effective  ? 

Mr.  FoLSOM.  Yes.  The  old-age  security  part  of  this  bill  is  naturally 
a  complicated  section.  The  question  of  pensions  is  naturally  very 
complicated  anyhow,  and  this  is  further  complicated  by  the  fact  that 
we  have  three  different  sections  in  here.  I  would  like  to  explain  as 
briefly  as  I  can  and  as  clearly  as  I  can  what  seems  to  me  to  be  the 
significant  facts  of  this  thingl! 

Senator  King.  Pardon  me  if  I  interrupt  to  ask  ask  you  a  question. 
Do  3'ou  see  any  good  reason  why  this  bill  should  not  be  divided  and 
treated  separately  in  each  of  these  important  provisions — one  dealing 
with  old-age  pensions  and  the  other  with  security  and  so  forth — 
take  them  as  separate  bills? 

JNIr.  FoLSOM.  It  seems  to  me  that  is  purely  a  legislative  question, 
and  I  would  not  be  prepared  to  answer  that.  I  know  it  would 
certainly  simplify  it  as  far  as  trying  to  understand  it.  There 
might  be  very  good  reasons  from  a  legislative  point  of  view. 

Senator  Barkley.  It  would  take  about  seven  times  as  long  to  pass 
7  bills  instead  of  1. 

Mr.  FoLSOM.  I  have  no  objection  to  combining  them  or  keeping 
them  separate. 

Senator  King.  Sometimes  a  fuller  discussion  is  thus  brought 
about  and  greater  independence  is  manifested  by  persons  in  express- 
ing their  Avill  if  you  have  such  separate  bills  than  if  you  have  an 
omnibus  bill. 

Mr.  FoLSOM.  It  is  a  very  complicated  measure  now;  there  is  no 
question  about  that. 

The  Chairman.  We  will  all  agree  to  that. 

Mr.  FoLsoM.  This  old-age  assistance  part,  I  am  fairly  well  con- 
vinced that  we  have  got  to  do  something  about  the  old-age  assistance. 
I  think  the  case  has  been  pretty  well  established.  We  have  a  large 
number  of  people  who  are  now  dependent.  This  system  of  old-age 
pensions  which  has  been  adopted  in  some  29  States  is  better  than 
the  poor  house.  I  am  speaking  now  on  the  point  where  the  Govern- 
ment is  going  to  vote  a  subsidy  to  the  States  with  an  old-age  pension 
law  to  people  who  pass  the  means  test.  We  are  taking  care  of  that 
question  now  in  29  States  by  these  old-age  assistance  laws,  and  some 
of  them  are  quite  adequate  and  others  are  not.  In  New  York  State 
there  is  a  maximum  of  about  $30  a  month  which  is  adequate,  and 
in  other  States  they  are  quite  low. 
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Senator  George.  That  is  the  highest? 

Mr.  FoLSOM.  Yes;  in  New  York  State.  In  several  States  I  think 
it  would  be  entirely  too  high,  especially  in  the  southern  States. 

Senator  King.  Dr.  Epstein  contended  that  to  go  beyond  that  would 
be  unwise. 

Mr.  FoLSOM.  Yes ;  undoubtedly  it  would  be  unwise.  A  lot  of  these 
old  people  are  also  on  relief  now.  It  is  a  lot  better  to  have  these 
people  on  a  definite  pension,  these  old  people,  of  so  much  a  month, 
rather  than  to  have  them  depend  on  relief,  because  relief  agencies 
might  change  at  any  time,  and  you  don't  know  whether  it  is  definite. 
So  that  I  think  it  is  all  right  to  have  these  old-age  assistance  laws 
and  have  the  people  on  them  rather  than  on  relief.  We  may  expect 
that  during  the  depression  and  because  of  the  depression  more 
older  people  have  been  put  on  relief,  because  the  younger  people  in 
the  family  have  been  unable  to  take  care  of  themselves,  and  a  large 
part  of  the  increase  in  the  dependency  has  been  due  to  the  depression. 

I  think  we  must  expect  some  sore  of  public  assistance,  but  we  must 
be  very  careful  that  we  do  not  start  out  with  too  high  a  rate,  because 
the  cost  goes  up  very  rapidly.  We  have  bad  estimates  by  the  ac- 
tuaries as  to  what  this  will  cost  in  the  future,  and  they  go  up  at  a 
very  alarming  rate  for  a  very  simple  reason.  Even  if  you  had  no 
increase  at  all  in  the  number  of  old  people  in  the  next  few  years,  this 
old-age  assistance  would  go  up  fast,  because  you  are  putting  on  a 
different  group  of  people  every  year.  First  you  put  on  the  people 
who  are  now  65,  and  the  people  at  65  will  live  for  11  years  on 
the  average.  Next  year  you  add  another  group,  and  they  are  going 
to  live  11  years,  and  very  few  of  the  first  group  are  going  to  die  the 
first  year.  So,  gradually,  you  are  putting  new  groups  on  and  the 
costs  won't  become  stable  until  as  many  people  die  off  as  you  are 
putting  on,  and  you  won't  reach  that  point  for  about  20  years. 

But  in  addition  to  that,  you  have  more  people  reaching  65  every 
year,  and  the  actuaries  estimated  that  in  20  years  from  now  you  are 
going  to  have  twice  as  many  people  over  65  in  this  country  as  you 
have  now,  so  that  would  double  it.  Because  of  those  two  factors, 
the  increase  is  very  sharp.  In  addition  to  that,  you  have  got  to  esti- 
mate how  many  of  those  people  are  going  to  be  dependents.  There 
is  no  reliable  estimate  available  as  to  how  many  people  are  going  to 
be  dependent  20  years  from  now. 

We  do  know  that  in  foreign  countries  where  they  have  pension 
laws,  there  is  a  high  percentage  of  people  dependent.  So  they  have 
estimated  that  ultimately  50  percent  will  be  given  assistance.  I  have 
a  chart  here  which  indicates  how  fast  the  cost  goes  up. 

Senator  Byrd.  Your  committee  and  you  think  that  50  percent  of 
those  who  are  now  above  65  years  of  age  will  be  eligible  for  these 
pensions? 

Mr.  FoLSOM.  That  is  a  long  way  off. 

Senator  Btrd.  I  am  speaking  of  today. 

Mr.  FoLSOM.  No.  This  estimate  now  is  not  based  on  50  percent 
immediately.  It  starts  in  with  15  to  20  percent  and  gradually  goes 
up  to  50  percent  dependent.  During  the  first  few  years  while  the 
laws  are  being  enacted,  there  will  probably  not  be  so  many  on  the 
rolls  as  estimated. 

Senator  Byrd.  I  am  speaking  of  those  who  are  actually  dependent. 

Mr.  FoLSOM.  You  mean  those  that  are  dependent? 
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Senator  Byrd.  In  other  words,  of  the  people  in  America  today 
65  and  over,  what  percent  of  them,  in  your  judgment,  would  be 
elirrible  for  a  pension  if  the  legislation  were  to  be  available  to  give 
it  to  them  ? 

Mr.  FoLSOM.  The  estimates  are  based  on  15  to  20  percent  to  start 
with. 

Tlie  Chairman.  ^Vho  prepared  those  estimates? 

iVIr.  FoLSOM.  The  actuarial  staff  of  the  committee  on  economic 
security. 

Senator  George.  Is  that  an  estimate  of  the  actual  percentage  of 
dependents,  or  the  number  that  would  actually  get  on  the  pension 
rolls  immediately? 

Mr.  FoLsoM.  Those  who  get  on  the  rolls. 

Senator  (teoroe.  Immediatel}^? 

Mr.  FoLsoM.  Yes. 

Senator  George.  But  not  necessarily  the  percentage  that  is  de- 
pendent ? 

]Mr.  FoLSDM.  Xo. 

Senator  Byrd.  The  report  that  I  assumed  you  signed  said  that  50 
percent  of  those  over  05  are  dependent? 

Mr.  FoLsoM.  That  would  be  eventually.  In  1960  it  would  reach 
that  amount. 

The  Chairman.  Give  us  those  figures  that  you  have  there.  You 
say  immediateh',  20  percent.    How  does  it  travel  up? 

Senator  Bakkley.  Do  you  mean  by  that,  20  percent  of  all  those 
above  65,  or  20  percent  of  the  dependents  above  65? 

Mr.  FoLsoM.  Twenty  percent  of  all  those  above  65. 

Senator  Hastings.  That  would  be  750.000  people  approximately? 

Senator  King.  Doctor  Witte,  in  my  recollection  of  his  testimony, 
stated  that  a  very  small  percentage  of  those  over  65  in  the  next  few 
years  would  be  available? 

Ml .  FoLSoM.  The  first  few  years  I  think  20  percent  is  high. 

The  Chairman.  We  did  get  the  impression  from  certain  witnesses 
here  that  50  percent  of  those  above  65  would  be  able  to  obtain  this 
pension. 

Mr.  FoEsoM.  I  think  they  had  in  mind  the  estimates  as  the  50 
percent  which  you  would  reach  eventually. 

Senator  Wagner.  The  State  itself  of  course  would  have  to  pick 
out  the  individuals  first.  In  the  first  place  they  would  have  to  pass 
a  law  which  would  authorize  the  expenditures,  and  then  the  State  by 
a  means  test  would  ascertain  who  the  individuals  are  before  the 
Federal  Government  is  even  asked  to  contribute  anything,  and  at  the 
present  time  only  $40,000,000  is  being  spent  in  that  way.  AYliile  these 
people  may  exist,  it  will  be  a  long  while  before  we  will  reach  them  all. 

Mr.  FoEsoM.  I  think  the  estimate  dui-ing  the  early  years  of  the 
actuaries  is  high,  but  the  eventual  estimates  I  do  not  think  are. 

Senator  King.  Doctor  Epstein  stated,  if  I  recall,  that  $50,000,000 
for  the  first  year  and  $125,000,000  thereafter  would  be  ample,  and  that 
there  would  be  a  surplus. 

Mr.  Foi>>oM.  When  you  get  in  the  future  years,  he  is  all  wrong. 
This  chart  indicates  how  fast  this  cost  goes  up  based  on  the  estimates 
of  the  actuaries.  I  think  it  is  high  in  the  first  year.  It  starts  with 
$125,000,000  the  second  vear.  For  1940,  according  to  their  estimates, 
there  will  be  over  $400,000,000. 
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Senator  Byrd.  Your  statement  is  a  direct  contradiction  of  the 
report  of  the  committee  or  the  conunission.    It  says  on  page  20: 

At  this  time  a  conservative  estimate  is  that  at  least  one-half  of  the  approxi- 
mately 7,500,000  people  over  65  years  now  living  are  dependents. 

Mr.  FoLsoM.  I  am  saying  that  not  50  percent  of  these  people 
are  going  to  be  on  your  old-age  assistance  laws. 

Senator  Byrd.  That  is  due  to  the  difficulties  of  the  legislation  ? 

Mr.  FoLSOM.  No;  they  might  be  dependent  on  their  own  family. 
A  lot  of  these  people  are  dependent,  but  members  of  the  family  have 
to  take  care  of  them. 

Senator  Wagner.  Many  of  the  States  now,  and  New  York  is  one, 
for  instance,  where  although  an  old  person  may  be  dependent,  if  the 
child  has  any  income  above  that  which  the  child  needs  for  its  own 
support,  we  can  compel  that  child  to  make  a  contribution  toward 
the  support  of  the  parents,  and  in  that  way  we  have  kept  our  old- 
age  pensions  clown  by  compelling  the  children  to  carry  a  part  of  the 
burden. 

Senator  Byrd.  If  the  child  is  married  and  has  a  family  of  his  own, 
can  you  still  compel  him  to  do  that  ? 

Senator  Wagner.  Yes ;  we  can,  if  his  means  permit. 

Senator  King.  Most  States  have  laws  of  that  kind. 

Senator  Wagner.  We  do  not  let  him  abandon  the  parents  if  he 
can  afford  to  make  a  contribution  to  the  parents'  support. 

Dr.  Witte.  Gave  detailed  figures. 

Senator  Byrd.  What  I  wanted  to  get  from  Mr.  Folsom  clearly  is 
this.  He  thinks  that  this  report  that  says  that  50  percent  of  all 
dependents  means  that  30  percent  of  those  will  be  still  maintained 
by  their  relatives  and  children  and  so  forth,  and  20  percent  will  go 
under  the  old-age  pension  laws. 

Mr.  FoLSOM.  They  estimated  20  percent  of  the  total,  which  would 
be  40  percent  of  the  dependents. 

Senator  Byrd.  There  is  some  other  testimony  here  that  I  cannot 
put  mj  hands  on  at  the  moment,  showing  that  only  15  percent  of 
those  over  65  years  of  age  are  now  supporting  themselves?  Is  that 
correct  ? 

Mr.  Folsom.  Of  course  there  is  no  reliable  estimate  on  any  of 
tliese.    That  50  percent  is  not  based  on  any  actual  figures. 

Senator  Byrd.  We  all  know  that  when  you  start  a  pension  system, 
you  will  go  by  leaps  and  bounds  and  nobod}'  can  estimate  it. 

Mr.  FoLsoM.  This  chart  [indicating]  will  show  this.  You  start  at 
$125,000,000  to  begin  with.  I  think  that  is  too  high  to  start  with, 
but  assuming  the  people  to  go. on  and  assuming  20  percent  of  the 
people  over  65  are  dependent  to  start  with,  and  eventually  50  percent 
are  going  to  be  on  the  rolls,  you  go  up  to  a  point  in  1950  to  where 
you  reach  $700,000,000;  by  1960  you  reach  over  $1,000,000,000  a  year, 
and  eventually  in  1980  it  will  reach  $1,300,000,000  a  year. 

Senator  King.  The  Federal  contribution? 

Mr.  FoLSOM.  Yes,  sir.  And  of  course  the  States  will  put  in  an 
equal  amount.  That  is  what  you  will  get  into  with  the  old-age 
assistance  law  and  nothing  else.  Assuming  a  maximum  of  $15  and 
making  an  assumption  that  in  1960  half  of  the  people  will  get  on. 

Senator  Wagner.  If  conditions  improve,  it  will  reduce  the  num- 
ber of  dependents  in  old  age.    There  is  the  speculation. 
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Mr.  FoLSOM.  Yes.  This  is  probably  the  maximum  figure,  but  it 
is  entirely  within  reason. 

Senator  "Wagner.  We  hope  that  we  can  improve  our  economic  life 
so  that  the  old  people  won't  be  dependent. 

Mr.  FoLSOM.  It  is  based  upon  the  experience  in  foreign  countries 
where  people  get  on  it  in  some  way  or  other. 

Senator  Byrd.  In  your  judgment,  would  the  minimum:  require- 
ment of  65  years,  under  our  political  system,  be  maintained  if  it  is 
made  an  issue  in  political  campaigns? 

Mr.  FoLsoM.  I  think  that  is  a  danger  in  the  law. 

Senator  Byrd.  Won't  it  be  reduced  to  60  years  in  a  few  years  ? 

Mr.  FoLSOM.  I  think  there  is  danger. 

Senator  Byrd.  I  have  already  received  a  number  of  letters  asking 
that  the  bill  be  reduced  to  60  years. 

Senator  King.  I  have  one  asking  that  it  be  reduced  to  50. 

Mr.  FoLsoM.  Originally  it  was  started  at  70  and  now  it  is  down  5 
years  in  a  short  time. 

Senator  Byrd.  In  all  your  estimates,  you  entirely  ignore  the  politi- 
cal situation  where  all  of  this  will  be  made  an  issue  in  every  cam- 
paign, both  as  to  the  age  and  the  amount  of  the  pension. 

Mr.  FoLSOM.  That  is  entirely  up  to  legislators  in  the  future. 

Senator  Wagner.  Has  that  been  the  condition  in  foreign  countries? 

Senator  Byrd.  Foreign  countries  have  not  the  same  political  system 
that  we  have. 

Senator  Wagner.  None  of  them  has  abandoned  it. 

Senator  Byrd.  We  are  more  responsive  to  those  who  want  to  draw 
benefits  under  such  a  system. 

Senator  Wagner.  It  is  true,  though,  that  we  are  reaching  a  more 
stable  population,  aren't  we? 

Mr.  FoLsoM.  Yes. 

Senator  Barkley.  You  said  it  would  be  several  years  before  the 
States  can  enact  the  necessary  legislation.  That  leads  me  to  ask  you 
what  your  opinion  is  of  what  the  justice  and  the  propriety  is  of  leaving 
this  3-percent  tax  on  the  employee  pay  rolls  of  all  of  the  States, 
covering  it  into  the  Treasury,  and  using  it  for  the  general  purposes 
until  such  a  State  has  seen  fit  to  enact  legislation? 

Mr.  FoLsoM.  That  is  on  unemployment  compensation  ? 

Senator  Barkley.  Yes ;  but  the  things  are  linked  together. 

Mr.  FoLSOM.  I  think  there  is  objection  to  that,  but  I  do  not  see  any 
way  out  of  it.  I  know  there  are  a  lot  of  good  arguments  for  and 
against  it.  You  get  around  that  in  the  grant-in-aid  scheme  which  I 
mentioned. 

Senator  Barkley.  I  wanted  to  ask  you  that  question  when  you  were 
on  unemployment  insurance. 

Mr.  FoLsoM.  This  chart  shows  you  the  danger  of  making  the  grant 
any  higher  than  $15  as  a  maximum  because  of  the  tremendous  cost 
involved,  anyhow,  and  also  what  you  are  getting  into  with  this  sys- 
tem. That  is  wliy  the  advisory  council  were  convinced  that  once  j'Oii 
started  this  old-age  assistance  scheme  that  you  have  got  to  start  a  con- 
tributory system,  otherwise  you  are  going  to  have  a  tremendous  drain 
on  the  Federal  Treasury.  Also,  we  think  it  is  very  bad  to  have  a 
pension  system  throughout  the  whole  country  in  which  you  tell  a  man 
that  "  If  you  need  anything  else  to  live  on  when  you  get  to  be  65,  we 
are  going  to  give  you  u])  to  $25  or  $30  a  month.'"'    If  you  have  been 
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thrifty  and  saved  anything,  you  do  not  get  anything.  That  is  the 
wrong  psychology. 

So  that  we  feel  that  a  contributory  system  is  necessary.  The  big 
thing  in  a  contributory  system,  where  they  are  putting  the  money 
in,  where  workers  and  industry  both  put  money  in,  is  what  you  are 
going  to  do  with  this  accrued  liability,  based  on  past  service,  the 
service  which  has  already  been  rendered,  because  people  of  all  ages 
are  already  in  your  population.  If  you  had  a  group  of  people  25 
years  old  starting  in,  they  could  put  in  a  small  percentage  of  the 
pay  rolls  and  the  company  could  match  it  and  you  would  have  a 
sound  system,  but  you  have  to  take  the  condition  as  it  is  with  people 
of  all  ages.  In  individual  companies  like,  well,  take  our  own.  We 
put  $7,000,000  into  the  insurance  company  to  take  care  of  that  ac- 
crued liability. 

Senator  King.  For  employees'  pensions? 

Mr.  FoLSOM.  Yes,  sir.  Individual  company  plans  must  be  put  on 
a  sound  actuarial  basis,  otherwise  some  time  in  the  future  you  are 
going  to  have  a  lot  more  money  going  out  than  you  can  afford,  and 
a  company  plan  should  be  put  on  a  sound  actuarial  basis. 

But  in  the  Government  plan  it  is  a  different  story  altogether.  It 
is  almost  impossible,  and  no  country  in  the  world  has  ever  yet 
operated  a  scheme  which  is  actuarially  sound,  if  by  that  you  mean 
the  accumulation  of  proper  reserves,  for  the  very  simple  reason  of 
the  tremendous  investment  problems  involved.  The  full  reserves 
under  this  plan  would  be  $17,000,000,000  at  the  start.  That  is  not 
necessary,  for  the  very  simple  reason  that  for  a  long  time  you  are 
going  to  have  a  lot  more  money  coming  in  than  the  contributions 
from  all  of  the  people  25  years  up  than  you  will  have  going  out 
to  the  people  over  65.  So  it  is  not  necessary  to  put  that  money  in 
initially,  but  if  you  pay  out  any  money  to  people  during  the  first 
few  years  in  excess  of  what  then  their  employers  contributions  will 
provide,  you  are  building  up  a  deficit  which  must  be  made  good 
some  time  in  the  future. 

You  have  got  several  ways  in  which  to  meet  this  problem.  In 
the  first  place  you  can  pay  out  to  the  people  in  annuities  only  what 
their  contributions  and  their  employers'  contributions  will  actually 
buy.  In  that  way  you  will  have  a  low  pension  for  a  long  time  to 
come.  So  a  man  now  60  years  old,  in  5  years,  can  accumulate  very 
little  on  a  pension.  A  $100  a  month  man  at  60  with  1  percent  con- 
tributions will  have  accumulated  at  the  age  of  65,  only  about  $0.50 
a  month,  and  that  won't  solve  your  pension  problem. 

Your  second  plan  is  to  have  the  Government  finance  all  of  this 
initial  accrued  liability,  caused  by  no  reserves  having  been  put  up 
in  the  past  and  that  is  not  necessary  because  you  do  not  need  the 
money  for  a  long  time. 

The  plan  which  our  advisory  council  recommends  would  state  that 
you  should  as  far  as  possible  keep  it  on  a  pay-as-you-go  basis,  and 
not  attempt  to  build  up  this  huge  sum  which  eventually  would  reach 
$75,000,000,000.  We  do  not  see  how  in  the  world  you  could  invest 
such  a  sum,  with  all  the  other  implications  involved  in  it.  We 
thought  that  you  could  start  in  with  the  plan  which  the  staff  origin- 
ally recommended  in  which  a  person  aged  60  now  would  in  5  years — 
assuming  that  a  man  makes  $100  a  month — he  would  have  a  $15 
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annuity,  and  he  actually  has  earned  only  $0.50.  So  you  are  paying 
him  quite  a  little  more  than  he  has  earned.  For  a  long  time  you 
would  be  taking  so  much  more  money  into  the  system  than  you  are 
paying  out,  that  that  won't  cause  any  drain  on  the  Federal  Treasury 
until  1965,  but  from  that  time  on,  because  you  have  paid  out  more 
money  today  to  these  people  than  their  contribtuion  would  pro- 
vide, the  Government  in  the  future  has  to  make  that  good.  That  is 
probably  the  reason  for  the  amendments  recently  suggested  by  Sec- 
retary Morgenthau,  because  they  are  worried  about  the  deficit  in  the 
future  from  1965  on. 

I  do  not  think  anything  like  as  much  consideration  has  been  given 
the  disadvantages  of  trying  to  put  the  system  on  a  sound  actuarial 
basis  from  building  up  this  fund  of  $37,000,000,000,  which  the  Secre- 
tary's estimates  of  income  would  be  required  to  put  it  on  an  actuarial 
sound  basis. 

Also,  if  5'ou  use  that  fund  to  retire  the  public  debt,  it  is  putting 
entirely  too  much  of  a  burden  on  this  present  generation.  What  you 
are  doing  is  that  you  are  making  this  generation  pay  not  only  for  the 
old  age  of  the  people  already  old  and  who  should  have  been  taken 
care  of  by  the  previous  generations,  but  you  also  make  them  pay  for 
the  full  amount  of  their  old  age  in  the  future ;  in  other  words,  you  are 
putting  two  loads  on  this  present  generation  of  workers  under  45. 
I  do  not  think  it  is  at  all  feasible,  and  for  that  reason  I  am  much 
inclined  to  favor  the  original  plan  which  was  recommended  by  the 
advisory  council  and  b}'^  the  stafE  rather  than  the  suggested  amend- 
ments of  Secretary  Morganthau.  The  staff  stated  very  clearly  when 
we  were  deliberating  on  these  things  that  the  Treasury  experts  told 
them  that  under  no  condition,  under  no  plan  should  they  have  the 
reserve  reach  a  limit  of  over  ten  or  twelve  billion  dollars,  for  we  sim- 
ply could  not  handle  the  investment  problem.  So  we  are  very  much 
at  a  loss  to  understand  why  a  plan  is  suggested  now  which  will  involve 
a  $37,000,000,000  fund.  They  say  it  can  be  used  to  retire  the  debt. 
It  does  not  make  any  difference  how  you  are  going  to  use  it — the  in- 
vestment problem  is  there  just  the  same. 

Senator  Iving.  Do  you  think  it  is  possible  to  get  a  fund  which  will 
reach  the  magnitude  that  you  have  indicated  ? 

Mr.  FoLSOM.  In  the  first  place,  if  you  had  such  a  plan  which  for 
the  first  few  years  would  result  in  so  much  more  money  coming  in 
than  going  out,  you  are  going  to  have  a  very  strong  tendency  10  years 
from  now 

Senator  King  (interposing).  You  increase  everything. 

Mr.  FoLSOM.  I  will  give  you  the  figures.  On  the  original  in  1945 
the  contributions  would  be.  roughly,  $500,000,000. 

Senator  King.  That  is  from  the  Federal  Government? 

Mr.  FoLSOM.  No ;  that  is  from  employers  and  the  workers.  There 
is  no  Federal  Government  coming  into  this  at  all.  This  is  on  the 
contributory  system. 

You  would  have  $500,000,000  coming  in,  and  you  would  pay  out 
in  benefits  only  $200,000,000,  which  is  not  so  great  a  difference;  but 
under  the  Morgenthau  suggested  changes  in  1945,  within  10  years 
from  now,  you  are  going  to  be  taking  in  $1,200,000,000,  and  you  are 
going  to  pay  out  only  $200,000,000 ;  in  other  words,  you  are  taking 
in  six  times  as  much  as  you  are  paying  out,  and  at  that  time  in  1945, 
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according  to  the  Morgenthau  suggestion,  the  balance  in  your  fund  is 
going  to  be  6I/2  billion  dollars. 

I  think  there  woukl  be  a  very  great  tendency  to  have,  as  early 
as  1945,  a  tendency  either  to  increase  your  benefits  or  to  cut  down 
your  rate  of  contribution.  Then  you  are  putting  it  on  an  unsound 
basis  immediately. 

The  Chairman.  You  think  politics  would  get  into  it  then?  The 
argument  would  be  made  that  you  have  such  a  gigantic  fund  that 
the  benefits  should  be  increased? 

Mr.  FoLSOM.  Yes.  And  I  would  like  to  say — I  would  not  care  to 
have  this  go  on  the  record 

The  Chairman.  The  reporter  will  not  take  it  if  you  do  not  wish  it 
taken. 

(Off  the  record.) 

Mr.  FoLSOM.  All  the  experts  agreed  that  it  was  not  at  all  feasible 
to  try  to  get  this  on  a  sound  actuarial  basis,  and  I  think  the  people 
who  argue  for  a  sound  actuarial  basis  have  not  realized  the  diffi- 
culties involved.  Just  think  of  trying  to  build  up  this  fund  of 
$37,000,000,000.  You  might  say  it  is  a  good  thing  to  wipe  out  debts, 
but  that  is  too  much  of  a  burden  on  this  generation. 

So  that  what  I  would  recommend  on  that  point  is  that  this  com- 
mittee give  ver}^  serious  consideration  to  the  implications  from  an 
investment  point  of  view,  and  also  from  the  point  of  view  of  the 
burden  on  industry  which  you  are  starting  in  so  quickly.  Under  this 
scheme  you  will  very  soon  have  6  percent  coming  into  the  Federal 
Treasury.  You  will  have  3  percent  for  unemployment  compensation 
and  3  percent  for  pensions ;  that  means  6  percent,  which  is  taken  out 
of  the  regular  productive  channels  and  sterilized  here  or  put  into  a 
separate  fund  here,  and  I  think  that  is  too  sudden  a  jolt. 

Senator  Hastings.  That  is  not  quite  right,  is  it? 

Mr.  FoLsoM.  Well,  I  did  not  mean  exactly  sterilized 

Senator  Hastings  (interposing).  No;  the  figures.  It  is  3  percent 
unemployment  insurance.  One  and  a  half  of  1  percent  is  on  the 
employer,  and  the  employee 

Mr.  FoLSOM.  I  am  speaking  of  the  Morgenthau-suggested  changes. 

Senator  Hastings.  I  beg  your  pardon. 

Mr.  FoLSOM.  Which  goes  up  to  3  percent  in  1940.  So  that  in  1940 
you  will  have  3  percent  for  contributory  pensions  and  3  percent  for 
unemplo3anent  compensation,  making  6  percent.  I  think  that  is 
entirely  too  much  to  take  out. 

Under  the  plan  which  we  had  in  mind  and  which  our  council  orig- 
inally recommended  and  had  the  approval  of  the  Cabinet  committee, 
you  start  in  with  only  1  percent  in  5  years  and  very  gradually  you 
went  up,  and  it  had  very  little  adverse  effect. 

The  Chairman.  Each  industry  is  different  in  the  amount  of  its  pay 
roll  as  a  proportion  to  the  cost  of  its  production,  and  so  forth; 
but,  as  a  rule,  what  percentage  is  in  the  pay  roll  as  to  the  cost  of  the 
production  ? 

Mr.  Folsom.  I  think,  roughly,  you  might  say  it  is  50  percent,  but 
even  so  practically  all  of  it  is  labor  because,  while  it  might  be  50  per- 
cent in  our  company,  the  raw  materials  we  buy  from  another  com- 
pany, they  have  50  percent  for  labor ;  and  if  you  work  it  right  down, 
the  great  bulk  of  it  is  labor.  So  that  it  depends  upon  how  you  look 
at  it.     I  am  not  basing  this  alone  on  the  fact  that  it  is  going  to  increase 


576  ECONOMIC    SECURITY    ACT 

tlie  cost  of  production  of  a  company — of  course,  it  will — but  I  am 
saying  that  you  are  going  to  take  this  6  percent,  in  a.very  short  time, 
out  of  the  regular  channels.  Also,  the  investment  problems  involved 
are  terrific.     If  you  will  build  up  this  fund  to  $10,000,000,000  within 

10  years'  time,  that  means  $10,000,000,000  of  securities  are  going  to  be 
taken  out  of  the  market,  and  the  amount  of  Government  securities 
in  the  hands  of  the  public  are  going  to  be  affected,  and  you  are  going 
to  make  interest  rates  very  low  by  artificial  means. 

All  that  I  am  pointing  out  is  that  it  is  a  very  grave  question  whether 
this  plan  suggested  by  Secretary  Morgenthau  is  feasible,  although,  on 
the  face  of  it.  you  are  putting  it  on  a  sound  actuarial  basis.  It  is  thus 
evident  that  what  is  sound  actuarial  i^ractice  for  a  private  company  is 
not  sound  practice  for  a  government. 

Even  under  the  plan  of  Secretary  Morgenthau  you  are  still  paying 
out  annuities  in  excess  of  what  the  initial  contribution  will  provide. 
But,  instead  of  putting  that  burden  on  a  future  generation,  you  are 
putting  a  large  part  of  it  on  the  present  generation. 

In  the  original  plan,  while  it  called  for  an  eventual  reserve  of 

11  billion  dollars,  it  could  be  handled  from  an  investment  point  of 
view  especially  in  view  of  the  subsidies  to  the  old-age  assistance 
plan. 

I  agree  that  agricultural  workers  and  domestic  service  should 
come  out.  Our  advisory  council  recommended  that  it  be  excluded 
also.  The  Cabinet  committee  plan  included  them,  but  we  think  they 
should  be  excluded.  Eventually  they  might  be  brought  in,  but  right 
now  we  would  cut  them  out. 

We  believe  that  the  voluntary  annuities  is  a  good  plan  up  to  $100 
a  month.  That  part  of  the  scheme  should  be  kept  on  an  absolutely 
self-supporting  basis,  in  other  words,  the  Treasury  should  not  sell 
these  voluntary  annuities  unless  they  can  break  even,  including  ad- 
ministrative charges. 

Senator  King.  Why  should  the  Government  go  into  that? 

Mr.  FoLsoM,  Well,  you  are  not  competing  very  much  with  insur- 
ance companies  on  that,  and  also  you  are  going  to  have  people  who 
will  be  in  this  system  for  a  short  while  and  then  out  of  this  system, 
especially  if  you  exclude  domestic  service  and  agriculture.  A  girl 
who  might  be  in  a  factory,  in  industrial  service  for  a  time,  and  then 
in  domestic  service,  she  ought  to  be  given  a  chance  to  buy  additional 
annuities  if  she  wants  to.  Very  few  people  will  do  it  anyhow.  In 
Canada  the  law  did  allow  it,  but  the  only  ones  who  bought  it,  bought 
it  because  they  thought  they  were  getting  a  bargain.  They  were 
allowed  to  buy  up  to  $5,000.  So  they  changed  that  plan  to  cut  it 
down  to  a  maximum  of  $1,200,  which  we  recommend.  But  I  do  not 
think  you  will  find  very  many  people  taking  it,  especially  if  they  are 
priced  on  a  self-supporting  basis.  But  if  you  are  going  to  have  the 
Government  providing  these  annuities  at  bargain  rates,  then  you 
are  going  to  have  a  lot  of  people  coming  in  to  get  the  bargain. 

The  Chairman.  Do  I  understand  you  to  say  that  the  tax  should 
not  be  imposed  on  the  employer  in  agriculture? 

Mr.  FoLsoM.  They  would  not  be  eligible  at  all. 

The  Chaikman.  How  about  a  fellow  when  he  got  to  be  65  years 
of  age,  who  had  been  engaged  in  agriculture?  Would  he  have  to 
depend  on  the  pension? 
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Mr.  FoLsoM,  On  the  old-age  assistance.  If  he  has  not  any  means 
of  support.  That  is  why  your  old-age  assistance,  even  in  the  future, 
is  going  to  cost  around  $700,000,000  a  year,  even  with  the  introduc- 
tion of  this  contributory  system. 

Senator  Wagner.  Unless  he  had  enough  income  to  buy  one  of 
these  annuities. 

Mr.  FoLsoM.  Yes,  but  very  few  of  them  will.  The  insurance 
companies  could  not  do  any  business  unless  they  had  agents  to  go 
out  and  sell  it,  so  I  do  not  think  it  is  going  compete.  This  is  a  type 
of  business  w^hich  the  insurance  companies  do  not  go  after  very 
strongly  anyhow. 

Senator  King.  I  hate  to  take  up  your  time,  but  I  do  not  quite 
understand  why  the  Federal  Government  should  be  selling  annuity 
policies. 

Mr.  FoLSOM.  Only  to  take  care  of  the  people  once  in  the  system 
:and  who  are  going  out,  and  they  might  want  to  keep  up  their  con- 
tribution.    That  is  the  main  purj^ose  of  it. 

The  Chairman.  All  right ;  proceed. 

Mr.  FoLSOM.  The  next  question  is  the  question  which  Senator 
King  asked  about  the  company  plan,  the  effect  that  this  plan  would 
have  on  the  individual  company  plan;  especially  the  companies 
that  have  sound  pension  plans.  There  are  two  ways  in  which 
jou  can  take  care  of  that.  We  have  had  experience  in  several 
countries  abroad  with  this  problem,  where  we  have  our  own  pension 
plans,  and  where  the  governmenjts  came  in. 

Senator  King.  When  you  sjieak  of  perision  plan,  which  are  you 
speaking  of? 

Mr.  FoLSOM.  Just  the  annuity  plan.  Not  the  unemployment 
schemes  at  all;  just  talking  about  the  private  company  pension  plans. 
This  proposed  Government  plan  covers  people  only  up  to  $250  a 
month.  A  company  which  has  a  plan  already,  covers  the  whole  pay 
roll — everybody.    They  usually  have  a  maximum,  though. 

Those  people  in  the  plan  in  the  future  would  be  taken  care  of  in 
one  of  two  ways ;  first,  you  can  just  continue  the  company  plan  and 
the  money  which  has  already  been  put  up  with  insurance  companies 
would  still  be  left  there  and  the  people  would  still  be  entitled  to  all 
the  annuities  which  went  into  it,  but  from  now  on  instead  of  paying 
the  entire  3  or  4  percent  into  the  insurance  company  you  pay  part 
of  it  to  the  Government  on  the  Government  scheme  and  part  to  the 
insurance  people.  For  the  people  over  $250,  you  would  still  jDut  all 
of  the  money  into  the  insurance  company.  Eventually,  especially 
with  the  Morgenthau  plan,  the  companies  will  be  putting,  for  people 
under  $250,  almost  all  the  money  with  the  Government,  and  then 
those  people  who  w^ill  get  all  of  their  annuities  from  the  Govern- 
ment. But  for  a  long  time  the  employee  when  retired  will  get  part 
of  the  annuity  from  the  insurance  company  and  part  from  the  Gov- 
ernment. That  is  one  way  you  can  do  that,  looking  at  your  system 
as  supplementary  to  the  Government  system. 

There  is  another  plan  which  could  be  adopted  and  which  I  think 
I  would  offer  as  a  choice  for  the  individual  companies,  and  that  is 
that  if  an  individual  company  scheme  meets  certain  requirements 
iind  specifications  set  up  by  the  administrative  agency,  that  they  be 
permitted  to  operate  their  own  system.     It  would  be  specified  that 
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when  anybody  leaves  their  company  before  retirement  then  the  com- 
pany must  provide  that  man  with  annuities  which  he  would  be 
eli«rible  for  under  the  Government  scheme ;  in  other  words,  the  com- 
pany would  either  give  him  a  paid-up  annuity  or  have  transferred 
reserves  from  the  insurance  companies  to  the  Treasury.  Of  course 
that  will  cause  administrative  questions,  but  on  the  other  hand  it 
will  cut  down  quite  a  lot  of  administrative  work  in  Washington 
if  you  have  these  companies  handle  it  themselves. 

I  believe  the  bill  should  permit  such  a  choice  being  given.  I  do 
not  think  vou  will  have  to  put  all  of  the  administrative  details  in 
this  bill.  'Especially  would  I  recommend  that  system  if  you  make 
the  amendment  which  Secretary  Morgenthau  suggested,  because  if 
these  company  funds  are  inverted  with  insurance  companies,  that 
means  it  will  take  just  that  much  money  from  the  investment  prob- 
lem in  Washington,  and  the  insurance  companies  can  invest  it  in 
other  cliannels,  industrial,  railroads,  and  so  forth. 

Senator  Hastings.  Before  you  leave  that,  is  not  that  last  sugges- 
tion which  you  made — would  the  result  of  it  not  be  that  the  com- 
pany was  taking  care  of  their  own  but  Avas  sliaring  no  ]iart  of  the 
burden  of  the  old-age  pensions  generally  ? 

]Mr.  FoLSOM.  Well  of  course  under  this  scheme  of  the  contributory 
system,  each  company  puts  up  half  the  cost  and  the  employee  puts 
up  half,  and  the  company  would  still  have  to  pay  just  as  much  monej^ 
in,  and  most  of  these  company  plans  would  be  paying  out  more  than 
under  the  Government  scheme,  so  they  are  not  gettin,g  out  from 
under  anything.  If  you  let  these  people  lay  them  off  and  not  pay 
anything,  they  would  be  getting  out  from  something.  But  they  are 
paying  just  as  much  under  one  system  as  under  the  other.  Most  of 
these  company  plans  are  more  liberal  and  they  should  be  more 
liberal.  I  do  not  think  the  Government  contributory  plan  should 
attempt  to  cover  anything  more  than  a  minimum. 

Senator  Hastings.  I  got  the  impression  from  your  statement  that 
one  of  the  ways  in  which  the  company  and  its  employees  could  pro- 
tect itself  grows  out  of  the  fact  that  the^^  are  now  contributing  more 
than  this  and  they  could  merely  take  that  much  away  from  what 
they  are  now  contributing,  and  leave  themselves  in  *the  same  financial 
position,  that  they  were  before. 

Mr.  FoLSOM.  I  am  mentioning  two  plans  there.  Under  the  first, 
scheme,  they  put  part  of  the  money  into  the  insurance  company 
and  part  to  the  Government.  Under  the  second  scheme  they  put  it 
all  to  the  insurance  company,  but  when  a  person  left  their  company, 
they  would  have  to  give  the  person  a  paid-up  annuity  or  take  the 
reserve  from  the  insurance  company  and  give  it  to  the  Government. 
The  administrative  agency  would  have  to  see  that  no  company  got 
away  with  anything  and  they  would  have  to  meet  certain  rigid  re- 
quirements fixed  by  the  administrative  agency. 

The  Chairman.  Let  me  ask  you  a  question  before  Senator  Byrd 
leaves,  because  he  is  interested  in  this.  This  definition  of  those  who 
are  entitled  to  get  assistance  "  compatible  with  decency  and  health," 
was  there  much  discussion  with  reference  to  the  definition  ? 

Mr.  FoLsoM.  No ;  we  did  not  discuss  that  very  much.  I  am  inclined 
to  think  personally,  without  talking  it  over  with  any  of  the  Advisory 
Council,  that  that  is  a  matter  which  should  be  left  more  or  less  up- 
t<>  the  States. 
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Senator  Clark.  Under  this  bill,  it  is  left  entirely  to  the  Federal 
administrator  ? 

Mr.  FoLsoM.  I  am  inclined  to  think  it  should  be  left  to  the  States. 
I  do  not  think  anybody  in  Washington  can  say  what  is  a  proper 
level  of  decency  in  Utah,  Mississippi,  or  any  other  State. 

Senator  Byrd.  The  Federal  administration  is  given  the  arbitrary 
power  to  discontinue  the  allotment  to  any  State  which  does  not  meet 
those  standards. 

Senator  Wagner.  That  is  the  old-age  system. 

Senator  Byrd.  The  same  provision  applies  to  dependent  children 
and  other  things  throughout  the  bill. 

Mr.  FoLSOM.  We  simply  made  general  recommendations.  We  did 
not  have  a  detailed  bill  before  us. 

The  Chairman.  What  is  your  reaction  as  to  that? 

Mr.  FoLSOM.  I  do  not  see  why  that  matter  should  not  be  left  to  the 
States,  myself. 

The  Chairman.  Would  you  lay  down  any  definitions  with  refer- 
ence to  this  ? 

Mr.  FoLsoM.  I  am  inclined  to  leave  it  up  to  the  States. 

Senator  Barkley.  I  do  not  recall  that  there  is  anywhere  any  legal 
definition  of  "  decency."  I  am  wondering  just  really  what  that  does 
in  the  way  of  fixing  a  standard. 

Mr.  FoLsoM.  I  am  not  sure  either  that  this  matter  should  be  left 
up  to  one  individual.  I  am  inclined  to  think  that  a  board  would  be 
a  better  method  of  handling  it. 

The  Chairman.  There  might  be  some  difference  of  opinion  as  to 
what  is  "  good  health." 

Mr.  FoLsoM.  There  is  all  the  chance  in  the  world  for  argument, 
and  I  do  not  see  why  that  is  not  a  matter  for  the  States  anyhow. 
If  the  State  is  going  to  pay  half  of  the  cost,  I  do  not  see  why  they 
should  not  have  some  say  as  to  what  they  will  pay. 

Senator  King.  It  is  just  as  difficult  to  define  that  as  to  define  what 
books  should  come  to  the  United  States,  or  as  to  alleged  moral  or 
immoral  features  or  the  decency  or  indecency  in  them. 

Senator  Wagner.  In  connection  with  that,  may  I  just  ask  this 
question.  I  think  we  can  easily  reach  an  agreement  on  the  matter 
that  was  just  brought  up,  but  should  not  the  Federal  Government 
before  it  pays  this  money,  have  some  sort  of  a  report  so  that  they 
may  ascertain  whether  the  States  provide  a  means  test  and  all  of 
that? 

Mr.  FoLSOM.  Oh,  yes ;  I  think  you  should  get  all  of  the  reports  and 
try  to  check  up  and  jack  up  some  of  the  States  on  it,  but  I  can  see 
all  sorts  of  possibilities  for  arguments  in  that  particular  provision 
now. 

Senator  Wagner.  May  I  ask  just  one  further  question  and  then  I 
won't  bother  you  any  more  ?  On  the  so-called  "  recommendations  "  of 
Secretary  Morgenthau,  that  would  result,  would  it  not,  in  the  first 
place,  in  addition  to  the  difficult  question  of  investment  which  most 
people  that  have  been  studying  this  question  think  more  difficult  ev^i 
than  the  question  of  future  contributions  of  the  Government ;  that  is, 
one  difficulty  that  would  result,  and  the  other  is,  and  you  did  indicate 
it,  that  the  present  generation  would  have  to  carry  this  burden  of 
a,ssistance  which  has  been  neglected  so  long  and  it  would  result  in 
these  younge)'  workers  when  their  time  came  to  pay  their  pensions,  in 
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getting  less  than  an  earned  annuity.  That  may  very  well  happen  if 
we  keep  the  present  system. 

Mr.  FoLSOM.  They  would  be  contributing  something,  but  not  very 
much  more;  but  they  figure  this  rate  would  eventually  go  up  to  6 
percent.  The  actuaries  figure  that  the  younger  fellow  might  be  able 
to  build  up  his  annuity  at  5  percent. 

Senator  Wagner.  Somebody  must  make  up  this  difference,  because 
\ve  are  going  to  give  the  older  people  more  than  they  have  earned. 
But  someone  must  make  up  the  difference. 

Mr.  FoLSOM.  The  first  plan  said  the  Government  should  make  up 
the  difference  after  1905.  People  are  very  much  alarmed  over  that 
deficit.  I  imagine  that  if  you  did  not  do  anything  at  all  the  people 
in  1965  would  have  to  take  care  of  a  much  greater  load  than  the  deficit 
Under  this  ])lan.  And  the  accumulated  deficit  by  1980  to  the  Federal 
Government  under  this  contributory  plan  is  less  than  it  would  be  if 
you  had  only  the  old-age-assistance  plan.  I  do  not  think  these  points 
have  been  clearly  enough  understood. 

The  Chairman.  The  committee  thanks  you  very  much.  l)ecause 
your  statement  has  been  quite  illuminating  and  helpful,  and  no  doubt 
the  committee  will  want  you  to  stand  around. 

Mr.  FoLsoM.  I  will  be  very  glad  to  at  any  time. 

The  Chairman.  Some  of  the  members  may  want  to  confer  with 

Mr.  FoLSOM.  I  have  some  charts  which  I  did  not  explain,  but 
which  I  will  be  glad  to  explain  to  you. 

Senator  Byrd.  I  would  like  to  compliment  you,  Mr.  Folsom,  for 
having  given  us  one  of  the  clearest  statements  I  have  heard. 

Mr.  FoLSOM.  Thank  you. 

Senator  King.  When  you  have  nothing  to  do  before  the  committee 
here,  the  District  Committee  room  will  be  available,  and  some  of  us 
may  want  to  confer  with  you  there. 

Mr.  FoLSOM.  I  will  be  glad  to  stay  over  tomorrow  anytime,  or  any 
other  time  you. want  me  to.  I  have  spent  a  great  deal  of  time  on 
this  and  I  will  be  glad  to  spend  some  more  time  if  you  think  it  will 
be  of  assistance  to  the  committee. 

The  Chairman.  I  would  like  to  get  you  and  Dr.  Epstein  together, 
myself. 

Mr.  Folsom.  We  do  not  agree  on  all  these  things. 

StJPPLKMENTAL    STATEMENT    TO    SkNATE    FINANCE    COMMITTED   BY    M.    B.    FOT.SOM. 

Assistant  TnKAsttRER  Eastman  Kodak  Co..  Member  Advisory  Council  on 
Economic  Sexurity.  re  Unemployed  Security  Bill.  S.  1130.  February 
8,  1!)35 

1  iini  glad  to  ai)pear  before  your  committee.  I  am  a  member  of  the  Advisory 
Council  on  Economic  Security  appointed  by  the  President,  and  assistant  treas- 
urer of  the  Eastman  Kodak  Co.  My  views  on  unemployment  compensation 
and  old-a}?e  pensions  are  based  upon  a  study  of  these  subjects  extending  over  a 
period  of  years  and  upon  practical  experience  from  the  operation  of  such 
plans  in  our  comi)any.  Through  our  companies  in  foreifm  countries  we  have 
also  had  experience  with  the  governmental  insurance  plans  abroad.  I  have  also 
been  in  close  touch  during  the  past  4  years  with  the  operation  of  the  Rochester 
unemployment  benefit  plan. 

At  the  outset  I  would  like  to  call  your  attention  to  the  fact  that  many  indi- 
vidual comi)anies  throuirhout  the  country  have  already  adopted  employee  benefit 
plans  in  order  to  provide  greater  security  for  their  workers.  Tlius.  400  com- 
panies have  adopted  old-age-annuity  plans.  300  of  which  are  backeti  by  reserves 
in  the  hands  of  life-insurance  companies  or  other  trustees. 
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As  an  illustration,  the  Kodak  Co.  has  benefit  plans  which  include  a  wage 
flivideud,  sickness  benefits,  disability  benefits,  i-etirenient  annuities,  li'fe  insur- 
ance, and  unemployment  benefits.  The  entire  cost  of  all  of  these  benefit  plans 
is  borne  by  the  company,  with  the  exception  of  a  provision  for  an  emergency 
contribution  by  employees  under  the  unemployment  benefit  plan.  The  cost  of 
these  plans  as  a  percentage  of  pay  rolls  is  greater  than  that  contemplated  iu 
the  proposed  legislation. 

These  plans  were  adopted  by  this  and  other  companies  not  from  any  pater- 
nalistic or  charitable  point  of  view  but  as  a  matter  of  good  business.  It  was 
felt  that  these  plans  would  be  advantageous  to  the  workers,  to  the  stockholders, 
and  also  to  the  community  at  large.  Many  years'  experience  has  confirmed 
this  opinion.  To  illustrate,  with  an  annuity  plan  we  are  able  to  retire  work- 
ers after  they  have  passed  their  period  of  usefulness  and  are  able  to  replace 
them  with  more  eflScient  workers  and  to  improve  the  morale  of  the  whole  or- 
ganization. In  the  long  run  these  advantages  will  offset  the  cost.  Since  the 
adoption  of  the  unemployment  benefit  plan  there  has  been  a  greater  incentive 
throughout  the  whole  organization  to  reduce  fluctuations  in  employment.  Sav- 
ings  which  result  from  providing  steadier  work  will  offset  the  cost  of  the 
benefits  which  are  paid  to  workers  who  might  be  laid  off. 

It  was  the  hope  of  many  in  industry  that  vohmtary  adoption  by  companies 
of  annuity  and  unemployment  plans  would  increase  and  become  suflBciently 
wide-spread  so  that  legislation  would  not  be  necessary  or  else  postponed  until 
we  had  a  wider  experience  in  this  country.  It  is  interesting  to  note  that  there 
has  been  a  considerable  increase  in  the  adoption  of  industrial  pension  plans  in 
recent  years,  even  during  the  depression.  Tlie  financial  problems  faced  by 
most  companies  during  recent  years,  however,  have  been  such  that  the  volun- 
tary adoption  of  these  plans  on  a  large  scale  could  hardly  be  expected.  We, 
therefore,  have  reached  the  conclusion  that  legislation  is  necessary  to  provide 
this  security  for  workers  in  general.  "We  hope  that  the  legislation  will  be 
such  that  it  will  accomplish  this  purpose  without,  at  the  same  time,  involving 
serious  disadvantages  to  industry  and  commerce  and  without  too  large  a  pro- 
portion of  contributions  being  spent  for  administrative  purposes.  We  know 
that  in  some  of  the  foreign  countries  such  a  large  bureaucracy  has  been  built 
up  to  administer  the  plans  that  the  benefits  actually  received  by  the  workers 
are  considerably  less  than  they  should  be. 

We  are  in  sympathy  with  the  general  aims  and  purposes  of  this  bill.  We 
Wfmld,  however,  recommend  certain  changes  in  the  unemployment  compensation 
and  old-age  security  sections  which,  in  our  opinion,  would  enable  it  to  better 
accomplish  the  purposes  in  view. 

EMPLOYMENT  COMPENSATIOX 

Since  1931  seven  c<tnipanies  in  Rochester,  employing  13,000  workers,  have 
opei'ated  an  unemployment  benefit  plan.  Each  company  has  accumulated  its 
own  reserve  fund,  the  amount  of  the  annual  appropriation  deiiendiug  upon  the 
experience  of  the  company,  with  a  maximum  of  2  percent  of  the  pay  roll.  Since 
January  1,  1933,  benefits  have  been  paid  to  workers  laid  off  or  those  working  on 
part  time  below  a  specified  amount.  Payments  to  date  by  most  companies  have 
represented  only  a  small  portion  of  the  fund  accumulated,  and  the  companies 
already  have  a  substantial  fund  available  for  the  future. 

The  experience  of  these  companies — it  is  probably  the  best  actual  experience 
with  unemployment  compensation  we  have  in  this  country — would  indicate  that 
the  plan  is  practical  and  that  the  maximum  contriljution  of  2  percent  would  be 
sufficient  for  the  benefits  fixed  in  the  plan — 2  weeks'  waiting  period,  maxinmm 
of  13  weeks'  benefits  of  50  percent  normal  pay,  and  a  maximum  of  .$18.75  per 
week. 

The  rate  of  contribution  was  fixed  only  after  several  companies  had  made  a 
study  of  their  employment  record  over  a  long  period  of  years.  A  lower  rate  than 
2  percent  was  found  sufl5cient  for  some  companies  because  of  their  work  in 
stabilization.  The  Kodak  Co.  has  been  working  on  stabilization  methods  for  35 
years,  and  as  a  result  shows  comparatively  little  fluctuations  in  employment  in 
normal  years,  although  faced  with  a  very  difficult  seasonal  fluctuation'  in  sales. 

The  experience  already  indicates  that  with  the  plan  in  operation  greater  effort 
is  made  by  the  entire  organization  of  a  company  to  plan  better,  to  spread  work, 
and  to  adopt  other  means  to  prevent  layoffs  in  order  to  avoid  paying  unem- 
ployment  benefits  for  which  nothing  is  received  in  return.  The  total  layoffs  in 
1933  and  1934  by  the  7  companies  have  been  only  477 — 337  in  1933  and  140 
in  1934— in  a  force  of  13,000. 
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We  are  couvincoil  of  the  desirability  of  the  general  adoption  of  unemployment 
compensation  plans,  but  feel  that  the  kind  of  legislation  enacted  is  very 
important. 

As  a  member  of  the  Advisory  Council,  I  have  heard  the  arguments  offered 
by  the  various  menil)ors  of  the  staff  relating  to  a  Federal  system  of  unemploy- 
ment compensation  and  the  two  types  of  Federal-State  systems.  There  are 
many  ariruments  for  one  Federal  system,  but  the  compelling  argument  against  it 
is  that  it  is  almost  impossible  for  any  group  to  devise  one  plan  which  would  be 
workable  or  desirable  for  the  whole  country  with  conditions  so  different  in  the 
various  sections.  Because  of  the  very  limited  experience  In  unemployment- 
compensation  plans,  It  is  very  desirable,  as  the  President  indicated  in  his  mes- 
sage to  the  Economic  Security  Conference,  that  we  experiment  with  different 
plans.  If  a  Federal  system  were  adopted  we  could  experiment  with  only  one 
plan. 

Sevt'ral  of  us  on  the  Advisory  Council,  a  majority,  in  fact,  were  in  favor  of  a 
grants-in-aid  plan  isither  than  the  plan  provided  by  this  bill.  We  felt  that 
under  the  former  syj'.em  it  would  Ije  possible  to  set  Tip  industrial  plans  covering 
more  than  one  State,  and  that  :in  entire  industry  could  do  a  better  job  in 
stabilizing  aiul  reducing  unemployment  than  individual  companies  in  any  indus- 
try could  do  in  individual  States.  We  thought  there  should  be  experimentation 
along  industrial  as  well  as  State  lines.  It  was  also  felt  that  the  workers  would 
be  better  protected  because  move  minimum  standards  could  be  included  in  the 
Federal  law  under  the  grants-in-aid  plan  than  under  the  proposed  plan.  There 
would  still  be  considerable  freedom  to  the  States,  but  only  above  certain  mini- 
mum standards.  We  appreciate,  however,  that  there  are  also  good  reasons  for 
adopting  the  proposed  t.vpe  of  bill. 

The  Advisory  Council  recommended  a  number  of  minimum  standards  which 
it  felt  should  be  incorporated  in  the  Federal  legislation  regardless  of  the  type 
of  plan  decided  upon.  These  standards  related  to  number  of  weeks  benefits, 
the  amount  of  benefits,  the  waiting  periods,  etc.  We  understand  that  one 
reason  why  these  standards  were  omitted  from  the  bill  was  the  possibility  of 
constitutional  objections. 

There  are  certain  other  specifications  imposed  upon  the  State  legislation  in 
the  present  bill  which  are  just  as  much  regulatory  as  the  standards  the  Advisory 
Council  recommended  and  would,  it  seems,  run  into  the  same  constitutional 
question.  Some  of  these  specifications  also  restrict,  in  a  large  measure,  the 
freedom  of  the  States  to  experiment  and  are  otherwise  objectionable. 

Referring  to  section  407,  subparagraph  (a)  (4)  and  also  section  602.  subpara- 
graph (b),  it  is  required  that  all  unemployment  compensation  must  l)e  paid 
through  public  employment  oflSces  of  the  State.  If  this  means  paid  "  by  the  pub- 
lic employment  office  ",  it  seems  to  us  that  this  is  a  matter  wdiich  should  be 
left  to  the  States  to  determine.  If  the  State  should  desire  individual  companies 
to  ])ay  unemploymeent  compensation  direct  to  their  workers,  they  should  be 
permitted  to  do  so.  This  would  simplify  the  administration  and  would  reduce 
the  administrative  costs  to  the  State  government.  The  States  generally  permit 
self-insurers  to  pay  workmen's  compensation  claims  direct  and  the  situation 
would  be  quite  similar  for  unemployment  compensation.  Records  of  payments, 
of  course,  would  be  sent  to  the  State  agency  and  claims  handled  tlirough  the 
agency. 

Section  608  requires  as  conditions  for  obtaining  the  additional  credit  allow- 
antf  that  at  least  1  iiercent  of  the  employer's  pay  roll  nnist  be  contributed  to  a 
pooled  fund  in  tho  State,  that  the  full  payment  of  compensation  nnist  be 
guaranteed,  and  that  no  reduction  in  contribution  will  be  permitted  until  the 
reserve  account  reaches  15  percent  of  the  total  pay  roll.  In  his  message  to 
Congress  on  January  17,  10.35,  the  President  .stated  that: 

"An  unemployment-conqiensation  system  should  be  constructed  in  such  a  way 
as  to  afford  every  practicable  aid  and  incentive  toward  the  larger  purpose  of 
emi)loyment  stabilization     *     ♦     *. 

"  Moreover,  in  order  to  encourage  the  stabilization  of  private  employment. 
Federal  legislation  should  not  foreclose  the  States  from  establishing  means  for 
inducing  industries  to  afford  an  even  greater  stabilization  of  employment." 

It  is  my  opinion,  which  is  shared  by  many  others  who  have  been  working  on 
the  plan,  that  tlie  provisions  in  .section  608  of  the  bill  for  all  practical  purposes 
do  "  foreclose  the  States  from  establishing  means  for  inducinsr  industries  to 
afford  an  even  greater  stabilization  of  employment."  If  these  provisions  are 
allowed  to  stand,  reduction  in  contribution,  which  an  employer  misht  receive 
iHt'anse  of  good  emi)loyment  record,  is  so  dis»tant  in  tlie  future  that  there  is 
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practically  no  incentive  for  him  to  stabilize.  If  we  assume  that  the  rate  will 
be  1  percent  in  1036,  2  percent  in  1037,  and  3  percent  thereafter,  and  that  1 
percent  is  paid  each  year  into  the  pooled  fund  and  0.3  percent  into  the  Federal 
administrative  fund,  the  reserve  account  of  an  employer  would  not  reach  15 
percent  until  1046  and  he  would  not  receive  any  credit  for  good  employment 
record  until  that  time.  Obviously  an  employer  would  not  do  very  much  about 
stabilization  in  1936  and  1937  on  the  chance  that  he  might  get  a  reduction  in 
his  rate  in  1946.  These  provisions  would  also  make  it  very  difficult  for  smaller 
companies  to  receive  a  reduction  in  rate  because  of  inability  to  furnish  the 
required  guaranties. 

These  provisions  are  not  at  all  in  accord  with  the  recommendations  made 
by  the  Advisory  Council  on  Economic  Security,  on  which  were  representatives 
of  employers,  labor,  and  the  general  public.  (There  were  5  employers,  5  labor 
representatives,  and  10  from  the  general  public.)  We  were  in  accord  with 
the  President's  message  to  the  Economic  Security  Conference  that  the  States 
be  permitted  to  experiment  along  dilferent  lines.  These  provisions  cited  above 
practically  bar  States  from  experimenting  with  a  system  of  separate  accounts 
and  will  prevent  experimentation  in  the  one  field  which  employers  who  have 
had  experience  with  unemployment-benefit  plans  feel  is  the  most  promising  one. 
"We  want  to  try  to  reduce  unemployment  in  the  future  and  not  to  pay  benefits. 
We  are  convinced  that  with  the  proper  incentive  considerable  progress  can  be 
made  in  this  direction. 

The  plan  which  the  advisory  council  recommended  and  which  was  acceptable 
to  the  labor  and  public  representatives,  as  well  as  the  employer  representatives, 
provided  that  the  States  could  adopt  State-wide  pooling  of  funds,  a  separate 
account  system,  or  a  combination  of  the  two.  In  case  a  separate  account 
system  were  adopted  we  recommended  that  the  employer  to  obtain  a  separate 
account  be  required  to  put  up  adequate  financial  guarantee  while  bis  account 
was  being  built  up  and  that  no  reduction  in  rate  be  allowed  until  his  reserve 
was  adequate.  The  provision  that  all  funds  are  to  be  invested  by  the  Federal 
Government  and  that  adequate  guarantees  must  be  put  up  by  the  companies 
with  separate  accounts,  overcome  many  objections  which  have  been  offered  to 
the  separate-account  system.  We  feel  that  if  a  State  wants  to  permit  separate 
accounts  under  these  conditions,  that  it  should  be  allov."l  to  do  so.  We  would, 
therefore,  recommend  that  subparagraph  (a),  section  608,  be  eliminated 
entirely,  that  corresponding  change  be  made  in  definition  under  paragraph  606, 
and  that  the  amount  of  the  reserve  be  changed  from  15  to  10  percent  of  pay  roll. 

We  realize  that  there  is  a  decided  difference  in  opinion  as  to  the  two  prin- 
cipal systems  of  unemployment  comi>ensation — the  pooled  system  and  the 
separate-account  system.  Many  of  the  experts  and  those  who  are  approaching 
the  subject  from  a  theoretical  point  of  view  favor  the  pool  or  so-called  "  Insur- 
ance system  "  on  the  theory  that  unemployment  is  an  insurable  risk ;  to  get 
proper  coverage  you  must  pool  all  the  risks  and  m.ake  them  all  pay  the  same 
rate.  Practically  all  actuaries  contend  that  unemployment  is  not  an  insurable 
risk.  Even  if  it  were,  there  is  no  reason  why  rates  shoul,d  not  vary  according 
to  the  risk  as  in  all  other  forms  of  insurance. 

We  thoroughly  agree  with  the  theory  back  of  this  bill  that  unemployment 
compensation  should  cover  only  a  limited  period.  We  agree  with  the  great 
majority  of  actuaries  who  contend  that  unemployment  is  not  an  insurable  risk, 
and  ai'e  glad  that  this  bill  does  not  attempt  to  handle  the  problem  as  insurance. 

These  experts  also  contend  that  individual  emi)loyers  cannot  do  anything 
about  reducing  the  fluctuations  of  employment  and  that  there  is  thus  no  need 
for  offering  an  incentive  for  stabilization.  Many  do  not  agree  with  them.  One 
of  the  chief  purposes  of  this  legislation,  as  advocated  by  the  President,  Senator 
Wagner,  and  others  in  the  past,  is  that  there  should  be  incentive  for  employers 
to  reduce  imemployment.  That  should  be  the  goal  rather  than  the  actual  paying 
of  benefits.  The  straight  pool  system  under  which  all  employers  contribute 
at  the  same  rate  cannot  serve  as  an  incentive  to  stabilize.  On  the  other  hand, 
it  will  change  the  whole  employment  policy  of  a  company  and  will  undoubtedly 
result  in  greater  layoffs  during  the  early  stages  of  a  depression.  There  will  be 
no  incentive  for  a  company  to  spread  employment,  and  when  it  is  necessary 
to  curtail  production  the  least  efficient  workers  will  be  laid  off  immediately 
and  the  other  workers  kept  on  full  time.  The  actuaries,  we  understand,  have 
assumed  that  under  a  pool  plan  an  allowance  must  be  made  for  an  increase 
in  unemployment.  The  report  of  the  security  committee  pointed  out  that  larger 
benefit  payments  are  possible  under  the  separate  accounts  system. 

Those  who  contend  that  nothing  can  be  done  about  stabilization  have  in  most 
cases  had  no  practical  experience.     The  companies  with  unemployment  benefit 
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idaiKs  in  operation  all  state  that  they  do  serve  as  a  strong  incentive  to  stabilize. 
This  has  been  the  case  in  lioehester.  Even  those  companies  which  previously 
liad  a  jrood  record  in  employment  stabilization  have  found  that  they  could  do  a 
better  job.  This  has  already  been  the  experience  in  Wisconsin,  where  the  law 
only  went  into  elVect  in  July  1034  and  benefits  are  not  yet  payable.  (The 
present  "  Wisconsin  plan  "  could,  of  course,  not  operate  under  the  provisions 
in  this  bill.)  We  feel  that  if  the  employer  has  an  incentive,  and  the  only 
incentive  which  really  counts  is  the  possible  reduction  in  his  rate,  the  great 
majority  of  employers  can  do  a  better  job  than  they  have  done  and  that  much 
steadier  work  will  be  provided  to  a  great  many  workers.  We  feel  that  progress 
can  be  made  in  this  direction  exactly  in  the  same  way  that  self-insurers  under 
workmen's  compensation  have  reduced  accidents  in  recent  years.  If  a  company 
or  industry  can  jirovidc  steadier  work,  it  will  generally  result  in  lower  costs — 
a  steady  worker  can  produce  more  per  hour — and  lowei-  prices  to  the  consumer. 
Thus  ail  three  interests  benefit — the  worker,  the  employer,  and  the  consumer. 

Those,  including  some  emplo.vees.  who  say  that  individual  employers  cannot 
do  anything  about  unemployinent  generally  liave  in  mind  deep  d<>pressionaI 
unemployment.  The  plan  set  up  in  this  bill  is  not  intended  to  take  care  of 
depressional  unemployment  but  only  unemployment  during  normal  times,  minor 
depressions  and  the  first  year  of  a  deep  depression.  It  is  this  type  of  unemploy- 
ment which  an  individual  company  can  do  much  to  prevent.  If  this  can  be 
done,  a  larger  portion  of  the  fund  would  be  conserved  for  the  depressions  and 
would  serve  as  a  better  means  to  prevent  the  depression  from  going  so  low. 
Companies  can  also  do  a  better  job  with  depressional  unemployment. 

The  employers  on  the  Advisory  Council  do  not  take  the  defeatist  attitu<le  that 
nothing  can  be  done  but  ask  that  industry  be  given  some  incentive  to  reduce 
unemployment.  We  would  therefore  strongly  urge  that  these  changes  be  made 
in  the  bill  so  that  the  States  will  not  be  prevented  from  offering  the  incentive 
the  President  urged  in  his  message.  We  don't  ask  you  to  decide  between  the  two 
plans  but  to  pernnt  States  the  freedom  to  select  the  plan  they  desire. 

The  provisions  in  section  <50(5,  relating  to  guaranteed  employment,  rec.uire  such 
high  guaranties  that  extremely  few  companies  are  likely  to  take  advantage  of 
this  provision.  Many  thoughtful  employers  consider  the  guaranty  of  employ- 
ment very  promising.  Some  progress  has  already  been  made  in  Wisconsin,  where 
a  reasonable  guaranty  of  employment  plan  is  pennitted.  It  is  better  to  assure 
employment  than  to  pay  ))enefits.  The  Advisory  Council  recommended  that  a 
guaranteed  employment  plan  should  be  permitted  in  the  States  if  at  the  first 
of  the  year  employment  were  guaranteed  for  at  least  55  percent  of  a  year's  work. 
We  would  recommend  that  this  condition  he  changed  to  permit  guaranty  plans 
if  30  weeks  of  full  wages  were  guaranteed  or  40  weeks  of  only  three-fourths 
wages.  Such  a  plan  would  actually  provide  greater  benefits  than  the  compensa- 
tion plan. 

Referring  to  subparagraph  (d).  section  G08.  it  is  recommended  for  the 
same  reasons  as  given  above  that  the  compulsory  contribution  to  the  pooled 
fund  be  eliminated  and  also  tliat  variations  lie  allowed  at  the  end  of  3  years 
after  contributions  arc  first  paid  instead  of  .t  years.  The  States  could  still 
require  either  or  both  of  these  conditions  but  they  should  not  l>e  made  com- 
pulsory. It  should  be  enii)hasized,  however,  that  this  so-called  "merit  rating 
pooled  fund "  system  cannot  sen'C  as  nearly  so  good  an  incentive  to  the 
employer  to  stabilize.  There  is  no  assui-ance  that  he  will  actually  receive  the 
reduction  even  should  his  employment  record  be  good.  England  had  such  a 
provision  in  their  unemployment  insurance  plan  but  it  was  never  put  into 
effect. 

Ten  percent  would  seem  too  high  for  the  administrative  costs  of  the  plan. 
This  should  be  considered  a  maximum  and  not  as  a  regular  charge. 

The  bill  as  it  now  stands  imposes  a  tax  on  the  tcttal  pay  roll  of  employers. 
AVhile  there  are  no  standards  in  the  bill  as  to  employees  to  be  covered  under 
the  State  bills,  practically  all  the  State  bills  which  have  been  proposed  cover 
both  for  tax  purpo.ses  and  benefits  only  workers  who  receive  less  than  $50 
per  week.  Tender  the  AVagner-T.ewis  bill  of  last  year,  the  tax  ii]iplie<l  only  to 
the  wages  of  th:i.se  eligible  for  unemployment  comixMisation  and  did  not  apply 
to  any  part  of  the  w:iges  of  those  receiving  over  $250  jyer  month.  In  order 
to  simplify  the  administration,  our  Advisory  Council  reconnnended  that  the 
tax  should  apply  to  the  fii-st  $50  ix»r  week  waces  of  everyone  and  that  every- 
one should  be  eligible  for  benefits  with  a  maximum  of  $15  per  week.  It  is 
obviously  unfair  to  have  the  tax  apply  to  that  part  of  the  pay  roll  which 
cannot   be  considered   for  benefits.     In   the   Old-Age   Security   section   of   the 
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proposed  bill  employees  receiving  over  $250  a  month  are  excluded  entirely, 
both  for  contributions  and  benefits.  We  therefore  recommend  that  either  this 
provision  be  adopted  in  the  Unemployment  Compensation  section  of  the  bill  or, 
if  desirable  for  administrative  puiiDoses,  the  first  $250  per  month  of  all  em- 
ployees be  included  in  the  pay  roll  subject  to  the  tax. 

The  bill  as  proposed  places  the  tax  entirely  upon  the  employer.  Therefore 
the  only  way  in  which  the  plan  can  be  made  contributory  is  to  have  the  States 
place  an  additional  tax  on  the  employees.  We  feel  that  the  3-percent  rate  ig 
entirely  adequate  to  set  up  an  unemployment  compensation  system  to  achieve 
the  purpose  which  this  bill  has  in  mind,  that  is  unemployment  during  normal 
years,  minor  depressions  and  the  first  stages  of  a  deep  depression.  Based  upon 
the  experience  of  the  Rochester  companies,  the  3-percent  contribution  should 
provide,  with  a  4-week  waiting  period,  longer  benefits  than  the  actuaries  have 
estimated.  The  actuaries  have  very  meager  data  on  which  to  base  their  esti- 
mates and  I  am  in  accord  with  the  conservative  position  which  they  have  taken. 
I  lielieve,  however,  that  with  a  system  set  up  to  provide  the  incentive  to  reduce 
unemployment,  the  experience  will  show  that  the  3-percent  rate  will  give  longer 
benefits  than  the  actuaries  have  estimatde. 

Although  some  members  of  the  Council  have  recommended  to  you  that  a  higher 
rate  be  assessed,  I  would  call  your  attention  to  the  fact  that  the  Council  as  a 
body  recommended  the  3-percent  rate.  The  employers  and  many  others  on  the 
('t)uncil  feel  this  rate  is  adequate  and  in  addition  that  it  would  be  detrimental 
to  business  in  general  to  impose  a  higher  rate.  We  also  consider  It  very  im- 
portant that  those  provisions  be  retained  which  assesses  lower  rates  in  1936  and 
1937  if  business  does  not  recover  to  a  stated  extent. 

Although  a  majority  of  the  Council  voted  against  employee  contributions, 
many  of  us  thought  that  the  plan  would  be  more  successful  if  the  employee 
contributed  a  small  amount,  say  one-half  of  1  percent.  We  agree  that  the  firsv 
charge  of  unemployment  compensation  should  be  on  the  employer  as  he  can  do 
something  about  reducing  unemployment  while  the  employee  can  do  very  little. 
Employee  contributions,  however,  would  provide  more  effective  administration 
and  would  cause  the  v/orker  to  regard  the  plan  as  partly  his  own  and  not  as 
something  given  to  him  as  a  gratuity.  It  would  thus  operate  to  prevent  malin- 
gering and  similar  abuses.  In  all  the  systems  abroad,  with  the  exception  of  Rus- 
sia, the  employees  contribute. 

Referi-ing  to  section  602,  subparagraph   (d),  which  reads  in  part  as  follows: 

"  Comiiensation  is  not  denied  in  such  States  to  otherwise  eligible  employees  for 
refusing  to  accept  new  work  under  any  of  the  following  conditions  *  *  * 
(3)  if  acceptance  of  such  employment  would  either  require  the  employee  to  join 
a  company  union  or  would  interfere  with  his  joining  or  retaining  membership 
in  any  bona  fide  labor  organization." 

The  Advisory  Council  recommiended  a  different  wording  for  this  condition 
which  seemed  fair  and  impartial  and  reads  as  follows : 

"  If  acceptance  of  such  employment  would  affect  the  applicant's  right  to  accept 
or  refrain  from  accepting  or  retaining  membership  in  or  observance  of  the  rules 
of  an  organization  of  employees." 

We  recommend  this  change  be  made. 

SUMMARY   OF    CHANGES   EECOMMENDED    IN    UNEMPLOYMENT   COMPENSATION 

1.  Payment  of  benefits  direct  by  companies  with  separate  accounts  should  be 
permitted. 

2.  In  order  that  a  real  incentive  be  furnished  employers  to  stabilize,  the  com- 
pulsory pooling  features  of  the  bill  should  be  eliminated  and  States  should  be 
permitted  to  establish  the  separate  account  system  iinder  adequate  guaranties, 
and  employers  with  separate  accounts  should  receive  a  reduction  in  rate  after 
their  reserve  reaches  a  reasonable  amount. 

3.  Guaranteed  employment  plan  should  be  permitted  if  40  weeks  of  work  at 
three-fourths  of  full  wages,  or  the  equivalent,  are  guaranteed. 

4.  If  a  State  wishes  to  establish  a  pooled  system  with  merit  rating,  a  reduc- 
tion in  rates  should  be  permitted  within  3  years. 

5.  The  pay-roll  tax  should  apply  only  against  that  part  of  the  v/ages  which 
are  considered  for  benefits ;  i.  e.,  the  first  $250  per  month. 

6.  Employees  should  contribute  one-half  of  1  percent  of  pay  roll  and  em- 
ployers 2%  percent ;  the  employees  would  become  more  interested  in  the  plan, 
would  provide  more  effective  administration,  and  prevent  abuses. 

7.  The  wording  of  the  clause  relating  to  employee  organizations  should  be 
changed  to  the  impartial  wording  recommended  by  the  Advisory  Council. 
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OLD-AGE  SECURITY 

The  subject  of  pensions  is  a  very  involved  one  and  with  tlie  complicated 
sections  in  the  proposed  l)ill,  setting  up  three  different  forms  of  old-age  security, 
it  is  difficult  to  get  a  clear  idea  of  the  provisions  and  the  ultimate  effects  of  the 
bill.  To  simplify  the  prol)lem  for  my  own  study  I  have  prepared  a  number  of 
charts  which  are  based  upon  the  studies  made  by  the  actuarial  staff,  and  which 
I  am  glad  to  present  to  the  committee.  In  general,  we  are  in  favor  of  the 
three-point  program  recommended  by  the  committee  on  economic  security  and 
the  old-age  security  section  of  this  bill.  There  are  certain  changes  we  would 
suggest. 

Very  strong  arguments  can  be  made  for  providing  pensions  in  a  systematic 
way  to  aged  persons  who  have  no  means  of  subsistence.  A  larger  percentage 
of  these  people  are  more  dependent  than  formerly,  due  in  part,  but  not  wholly, 
to  the  depression.  Due  to  the  depression  it  has  become  more  and  more  difficult 
for  the  children  to  take  care  of  the  aged,  which  has  thrown  a  larger  number  of 
these  people  on  relief.  A  mmiber  of  the  middle-aged  people  have  lost  their 
savings  during  the  depression  and  it  will  be  diffit  ult  for  many  of  them  to  make 
up  this  loss  before  retirement  age.  The  difficulties  of  the  older  worker  in 
industry  have  been  greatly  exaggerated,  as  surveys  of  the  security  committee 
show  that  the  percentage  of  lay-offs  among  older  workers  is  much  lower  than 
among  younger  workers.  It  is  true,  nevertheless,  that  when  an  older  worker 
loses  employment  it  is  difficult  for  him  to  find  reemployment.  It  must  be  ex- 
pected that  many  of  the  older  group  now  among  the  unemployed  will  find  it 
difficult  to  get  jobs  even  when  normal  business  conditions  return.  It  would 
therefore  seem  that  this  country  is  facing,  as  practically  all  other  countries  in 
the  world  have  faced,  the  pension  problem. 

The  first  step  has  already  been  taken  by  29  States  inaugurating  a  system  of 
old-age  assistance,  giving  stated  aniounts  to  the  aged  who  have  no  means  of 
livelihood  or  very  limited  means.  The  poor-house  method  of  taking  care  of  this 
problem  is  not  a  desirable  one  and  is  probably  more  expensive  than  the  assist- 
ance method. 

The  total  amount  of  the  grants  under  the  present  State  plans  would  be  con- 
siderably larger  if  many  of  the  aged  were  not  on  relief  roils  of  local  governments. 
State  and  Federal  Governments.  The  Government,  through  relief,  is  already 
giving  assistance  to  many  of  these  people.  Granting  of  pensions  is  a  more 
systematic  way  of  meeting  the  problem  and  provides  greater  sense  of  security 
to  the  aged.  Tlie  Federal  bill  will  also  raise  the  standards  in  some  of  the  States. 
The  average  grant  is  now  $li).74  per  montli. 

The  actuaries  have  estimated  the  cost  to  the  Federal  Government  of  these 
grants — the  annual  appropriations  increase  at  a  surprising  rate.  This  is  due 
partly  to  the  fact  that  the  number  of  old  people  in  the  country  is  gradually  in- 
creasing, but  largely  to  the  fact  that  for  many  years  more  people  will  be  added 
to  the  rolls  each  year  than  are  taken  off.  The  cost  will  not  become  stabilized 
until  the  population  has  been  stable  and  until  the  number  of  i>ensiouers  who  die 
each  year  equal  the  new  pensioners  who  are  added.  Actuaries  estimate  that  in 
25  or  30  years  the  actual  number  of  old  people  will  have  doubled,  even  should 
there  be  no  further  decline  in  the  mortality  rate.  Another  important  factor  in 
estimating  the  amount  of  the  Federal  subsidy  is  the  depenflency  ratio  used. 
There  is  very  little  basis  for  estimating  dependency  in  the  future,  and  I  feel 
the  estimates  used  are  probably  maximum.  Chart  no.  1  shows  the  amount  of 
Federal  subsidy  to  the  old-age  pension  assistance  plan,  assuming  there  is  no 
contributory  system  in  effect.  It  is  evident  from  this  chart  that  the  subsidy  of 
the  State  old-age  pension  plan  will,  in  the  course  of  a  few  years,  involve  a  heavy 
drain  upon  the  Federal  Government,  reaching  one-half  billien  dollars  in  1945 
and  over  a  billion  dollars  by  1960.  This  heavy  drain  upon  the  Federal  revenue 
is  one  of  the  juincipal  reasons  why  once  the  State  and  Federal  Governments 
have  embarked  upon  old-age  assistance  plans  it  becomes  necessary  to  adopt  a 
contributory  system.  Also,  it  would  be  bad  psychology  to  have  a  pension  plan 
in  this  country  based  on  the  principle  that  a  person  with  no  means  of  sub- 
sistence would  receive  a  pension  and  those  who  had  been  thrifty  wculd  not  I'e- 
ceive  one.  Under  a  system  of  this  sort  only  a  mininnmi  pension  could  be  granted, 
be<-ause  of  the  tremendous  cost  involved  in  granting  a  more  adequate  iK'nsion. 
For  the  same  reason  it  would  al.so  be  necessary  to  apply  the  means  test.  The 
tremenilous  cost  involved  in  increasing  the  amount  of  these  Federal  grants  above 
$15  per  month  is  obvious  from  a  study  of  the  chart,  and  we  would  not  favor 
any  larger  grants. 
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These  are  considerations  which  led  the  Advisory  Council  to  accept  the 
recommendation  of  the  technical  staff  that,  simultaneously  with  the  adoption 
of  the  assistance  plan,  a  contributory  annuity  system  be  inaugurated.  In  con- 
sidering a  sound  plan  of  annuities,  either  for  a  company  or  for  the  whole 
country,  it  is  important  to  realize  that  there  is  a  large  accrued  liability  exist- 
ing at  the  time  that  a  plan  is  inaugurated.  A  group  of  people  starting  in  an 
annuity  plan  at  age  20  or  25  could  finance  a  pension  plan  on  a  sound  basis 
with  annual  contributions  of  modest  sums.  We  are  faced,  however,  with  the 
situation  as  it  exists  in  which  there  are  people  of  all  ages.  (In  the  case 
of  the  Kodak  Co.,  at  the  time  our  plan  was  inaugurated  in  1928,  we  paid  to 
the  insui-ance  company  over  7  million  dollars  to  take  care  of  the  accrued 
liability  which  covered  service  rendered  by  employees  prior  to  the  adoption 
of  the  plan.)  The  actuaries  have  estimated  that  under  the  contributory 
annuity  plan  recommended,  this  accrued  liability  to  the  Government  would  be 
about  17  billion  dollars.  Obviously  it  is  not  necessary  for  the  Government  to 
put  this  sum  into  the  plan  now  because  the  payments  which  are  to  be  made 
will  be  small  for  a  number  of  years.  This  sum  could  be  sin-ead  over  a  i>eriod 
of  years  but  again  the  actuaries  point  out  that  this  is  unnecessary  because 
the  income  will  be  sufficient  to  pay  the  annuities  for  a  long  time.  They  there- 
fore discarded  the  plan  under  which  the  whole  accrued  liability  would  be 
financed  initially  by  the  Government. 

The  second  plan  which  could  be  adopted  was  to  pay  out  to  the  individuals  in 
annuities  only  the  amount  which  they  actually  earned  through  their  own  and 
their  employers'  contribution  and  to  keep  the  plan  on  an  actuarily  sound  basis. 
This  would  result  in  very  small  annuities  for  many  years  and  would  also  result 
in  an  accumulation  of  a  very  large  reserve  amounting,  it  is  estimated,  to  $75,000,- 
000,000.  It  would  be  very  difficult,  if  not  impossible,  to  invest  this  huge  sum. 
For  many  years,  because  of  the  small  annuities,  the  pension  problem  would  not 
be  met.  The  plan  which  was  finally  recommended  by  the  committee  and  staff 
and  approved  by  the  Advisory  Council  and  Economic  Security  Committee  was  a 
compromise  plan  between  these  two  extremes — partly  pay-as-you-go  but  also 
accumulating  a  reasonable  reserve,  but  not  the  total  reserve.  This  will  help 
solve  the  pension  problem  and  prevent  the  accumulation  of  too  large  a  reserve. 
At  the  same  time  it  means  that  the  Federal  Government  at  some  future  date, 
beginning,  it  is  estimated,  in  1963,  will  find  it  necessary  to  make  up  the  deficit 
caused  by  the  middle-aged  and  older  i>eople  during  the  first  years  of  the  plan 
drawing  out  in  pensions  more  than  they  earned.  The  charts  show  how  these 
various  factors  work. 

It  should  also  be  pointed  out  that  with  this  plan  in  operation  there  would  be  a 
considerable  reduction  in  later  years  in  the  amount  of  money  which  it  would  be 
necessary  for  the  Government  to  give  the  States  to  subsidize  the  assistance  plan. 
The  difference  between  the  subsidy  with  and  without  a  pension  plan  can  be  con- 
sidered as  savings,  due  to  the  inauguration  of  a  contributory  system.  These 
savings  should  be  compared  with  the  deficit  which  the  Federal  Government  will 
later  have  to  make  up,  due  to  paying  the  older  people  more  than  they  earned 
during  the  first  years.  Upon  making  this  comparison  it  is  found  that  up  to  1980 
the  cost  to  the  Government  under  the  combined  insurance  and  assistance  plan 
will  be  less  than  under  the  assistance  plan  alone  and  we  would  have  had  a  good 
pension  plan  all  during  that  time. 

I  have  not  had  an  opportunity  to  study  carefully  the  changes  in  the  bill  recom- 
mended by  Secretary  Morgenthau.  With  two  of  these  suggestions  I  am  in  ac- 
cord. In  the  plan  recommende<l  by  the  Advisory  Council,  domestic  servants 
and  agricultural  workers  were  excluded  because  of  the  trmendous  administra- 
tive difficulties  involved.  It  was  felt  that  these  might  later  be  included  if  the 
administrative  difficulties  could  be  overcome.  We  would,  therefore,  agree  that 
these  groups  of  workers  should  be  excluded  from  the  present  bill. 

I  would  also  agree  with  the  suggestion  that  the  sale  of  voluntary  annuities  be 
transferred  from  the  Social  Insurance  Board  to  the  Treasury  Department.  We 
see  no  serious  objection  to  having  these  annuities  sold,  provided  the  amount  sold 
to  any  one  individual  is  limited,  as  the  bill  now  provides ;  and  also  provided  that 
this  part  of  the  plan  is  self-supporting  and  will  not  involve  any  cost  to  the 
Government. 

I  am  not  inclined  to  agree  with  the  suggestion  that  the  rates  of  contribution 
be  increased  to  the  extent  suggested.  I  think  that  too  great  emphasis  has  been 
placed  on  the  deficit  which  must  be  met  by  the  Government  35  years  from  now 
and  that  not  enough  attention  has  been  given  to  the  investment  problems  in- 
volved in  handling  tremendous  reserves  of  $37,000,000,000  which  will  be  built 
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up  under  the  proposed  amendment.  Even  if  it  is  used  to  retire  ttie  Government 
debt,  it  is  too  much  of  a  load  to  put  on  the  present  generation  that  must  also 
boar  the  load  of  pensions  to  tlie  aged  of  the  present  generation  not  provided  by 
tlie  previous  generation. 

Most  actuaries  and  students  feel  that  you  cannot  consider  the  Government 
plan  on  the  sanu'  liasis  as  the  company  plan.  While  it  is  unsound  to  have  a 
company  plan  on  anything  but  an  actuarially  sound  basis,  the  difiiculties  in- 
volved in  putting  a  Government  plan  on  an  actuarially  sound  basis  are  so 
great  that  a  plan  on  a  pay-as-you-go  basis  is  the  more  practical  one.  Under 
the  original  plan  recommended  by  the  advisory  council,  the  reserve  would 
reach  .$11.0CK).0<!O,000,  but  this  fund  could  actually  be  used  to  finance  the  Fed- 
eral subsidies  t<>  the  State  old-age  assistance  plans.  Under  the  proposed  plan, 
the  reserve  will  reach  $6,000,000,000  in  10  years,  $15,000,000,000  in  15  years, 
and  $37,000,000,000  eventually.  Even  if  the  fund  were  used  for  payment  of  the 
subsidies  to  ihe  States,  it  will  still  reach  a  large  sum. 

When  the  reserve  fund  reaches  the  10-  or  15-billion-dollar  level  during  the 
early  stages  and  the  income  is  far  in  excess  of  the  benefit  i)iiyments,  there 
will  be  a  strong  tendency  either  to  enlarge  the  benefits  or  to  reduce  the  con- 
tributions, with  a  resulting  deficit  to  be  met  by  the  Government  in  later 
years. 

The  original  plan  had  the  big  advantage  of  going  into  effect  gradually  over 
a  period  of  years,  with  little  danger  of  an  adverse  effect  on  industry  and 
commerce.  The  proposed  plan,  together  with  the  3  percent  tax  on  unemploy- 
ment compensation,  will  soon  take  a  very  large  sum  away  from  regular  con- 
sumption channels,  with  a  possible  depressing  and  deflationary  effect. 

It  should  be  pointed  out  that  under  the  proposed  plan,  the  older  workers 
are  still  to  be  paid  annuities  in  excess  of  what  their  own  and  their  employers' 
contributions  will  earn.  Instead  of  placing  this  burden  on  the  Government  in 
future  years,  the  proposed  plan  puts  it  on  the  younger  workers  and  on  industry 
at  present. 

I  would  therefore  recommend  that  the  committee  give  very  serious 
consideration  to  the  implications  involved  in  building  up  this  huge 
fund  and  to  the  depressing  effect  on  business  of  increasing  the  tax 
rates  so  quickly. 

An  important  consideration  is  the  possible  effect  of  this  proposed 
governmental  plan  upon  the  industrial  pension  plans  already  in 
effect.  Most  of  these  plans  provide  more  liberal  pensions  than  the 
Government  scheme  will  provide  for  many  years  and  also  cover 
people  in  the  higher  wage  groups  who  are  not  covered  under  the 
proposed  Federal  plan.  These  plans  provide  security  to  a  larger 
number  of  workers  in  industry.  Many  of  these  plans  are  now  on 
a  sound  actuarial  basis  and  the  reserves  have  actually  been  set  aside 
with  the  insurance  companies  or  other  trustees.  The  Federal  plan 
will  not  affect  in  any  way  the  amount  which  has  already  been  set 
aside  and  it  will  not  affect  the  annuities  which  have  been  earned 
because  of  service  up  to  date. 

There  are  two  methods  of  fitting  these  individual  company  plans  into  the 
Government  plan.  The  company  plans  could  be  considered  merely  as  supple- 
mentary plans  nnd  the  companies  would  deduct  from  their  annual  contributions 
for  current  liability  the  amount  which  they  contribute  to  the  Government; 
the  annuities  wlii<h  accumulated  in  the  future  from  employers'  contributions 
would  1)0  reiluced  by  the  amount  of  the  annuity  paid  for  by  the  employer 
Undci-  the  Government  plan.  This  method  would  not  necessarily  result  in 
the  abandonment  of  company  annuity  plans  and  this  method  has  been  used 
ubrfiad.  For  miny  years  employees  with  wages  less  than  $250  per  month 
would  receive,  if  retired,  annuities  from  both  the  Government  and  the  insur- 
ance company.  Those  above  $2.j0  per  month  would  still  be  under  the  insurance 
company  plan. 

It  would  seem,  h(jwever,  that  another  plan  should  be  devised  under  which 
conii)anies  would  l>e  jiermitted  to  operate  their  own  i»lan  for  the  entire  force 
fo  that  the  Federal  plan  could  be  relieved  of  the  details  of  the  administration. 
The  reserves  accumulated  under  the  company  plans  could  be  invested  through 
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the  insurance  companies  and  trustees  partly  in  high-grade  Inng-term  invest- 
ments other  than  Governments  and  thus  reduce  the  investmenr  prdbleni  whicli 
must  be  faced  by  the  Treasury  in  investing  the  large  reserve  funds.  Tliis  would 
be  especially  important  if  the  proposed  amendments  were  adopted.  Under  such 
a  plan  there  would  probably  be  less  likeliliood  of  any  of  the  present  provisions 
of  a  companj'  plan  being  reduced. 

There  would,  of  course,  be  the  provision  that  before  a  company  plan  could  be 
recognized  it  must  meet  certain  standards  as  to  reserves  and  benefits,  and  that 
provision  must  be  made  for  the  employer's  paying  to  the  Government  the 
proper  reserves  when  the  employee  leaves  his  employment,  or  giving  the  em- 
ployee  a  paid-up  annuity.  The  details  of  such  a  plan  could  be  worked  out  by 
the  administrative  agency.  It  would  seem  desirable  that  the  bill  should  contain 
a  provision  wliich  would  permit  such  an  arrangement  in  case  the  administrative 
agency  found  upon  further  study  that  it  was  desirable  and  feasible. 

Due  to  the  adoption  of  a  Government  plan,  it  is  likely  tliat  many  companies 
which  have  not  already  adopted  an  annuity  plan  or  did  not  have  tlieir  plan  on 
a  .sound  basis,  will  take  steps  to  adopt  a  sound  plan  whicli  will  cover  more 
people  than  the  Goverument  scheme,  and  for  many  years  will  provide  larger 
annuities.  If  the  companies  would  be  permitted  to  administer  their  own  plans 
under  tlie  proper  regulations,  there  would  probably  be  greater  incentive  to 
adopt  them,  and  the  more  industrial  plans  which  can  be  establislied  with  larger 
benefits  than  under  the  Government  plan,  the  more  security  will  be  provided 
to  the  aged  in  tlie  future. 

Summary  of  Changes  Rbc»mmended  in  Old-Age  Secl'rity  Section 

1.  The  V(^)luntary  annuities  should  be  sold  by  the  Treasury  on  a  self-support- 
ing basis,  with  no  cost  to  the  Government. 

2.  Private  annuity  plans  with  benefits  equal  to  or  exceeding  those  of  the 
governmental  plan  should  be  permitted  to  operate  under  conditions  fixed  by 
the  Social  Insurance  Board. 

3.  Agricultural  workers  and  domestic  servants  should  be  excluded  from  the 
contributory  annuity  plan. 

M.  B.  FoLsoM, 
Washington,  D.  C,  Februarii  8,  1935. 

The  Chairman.  The  committee  will  adjourn  until  10  oclock  to- 
morrow morning. 

(Whereupon,  at  12  o'clock  noon,  the  hearing  was  adjourned  until 
Saturday,  Feb.  9,  1935,  at  10  a.  m.) 
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SATURDAY,  FEBRUARY  9,  1935 

United  States  Senate  Committee  on  Finance, 

Washington,  D.  C. 

The  committee  met  pursuant  to  call,  at  10: 10  a.  m.,  in  the  Finance 
Committee  room,  Senate  Office  Building,  Senator  Pat  Harrison, 
chairman,  presiding. 

The  Chairman.  I  submit  for  the  record  a  letter  from  Dr.  Witte, 
Executive  Director  Committee  on  Economic  Security,  transmitting 
for  the  consideration  and  study  of  the  Committee  two  model  State 
unemployment-insurance  bills,  suggestions  for  a  State  old-age  assist- 
ance law,  and  accompanying  explanatory  statements. 

Committee  on  Economic  Seotteitt, 

Washington,  February  9,  1935. 
Hon.  Pat  Haeeison, 

Chairman  Finance  Com/mittee  of  the  United  States  Senate, 

Washington,  D.  C. 
Dear  Senator  Harrison  :  WhOe  Dr.  William  M.  Leiserson,  a  member  of  the 
technical  board  of  this  committee,  was  testifying  on  the  pending  Economic 
Security  Act,  your  committee  expressed  a  wish  that  the  model  State  unem- 
ployment-insurance bill  which  we  were  preparing  should  be  submitted  to  your 
committee  for  purposes  of  the  record. 

We  have  now  completed  two  model  State  unemployment-insurance  bills,  one 
for  a  pool-fund  system  and  the  other  for  a  plant  account  system.  These  two 
bills  with  an  accompanying  explanatory  statement  are  enclosed  herewith. 

We  have  also  prepared  suggestions  for  a  State  old-age-assistance  law.  This 
is,  likewise,  being  transmitted  to  you  herewith. 

Whether  you  desire  all  of  this  material  to  be  included  in  the  record  I  do 
not  know,  but  as  your  committee  expressed  a  wish  to  have  this  submitted, 
I  am  doing  so  herewith. 
Very  truly  yours. 

Committee  on   Ec?onomio   Sectjbitt, 
Edwin  E.  Wittb, 

Executive  Director. 

Peeiliminaey  Draft  of  a  Suggested  State  Unemployment  Compensation  Act 

(With  completely  pooled  fund) 

I  Note. — There  will  shortly  be  sent  you  a  suggested  alternative  bill,  providing  for  partial 
pooling  and  also  for  separate  employer  reserve  accounts] 

The  Federal  measure  for  economic  security  (now  pending  in  Congress)  gives 
every  State  both  opportunity  and  urgent  reason  for  enacting  a  State  unemploy- 
ment-compensation law  in  1935. 

The  Federal  security  measure  permits  employers  to  credit  (against  the  Fed- 
eral pay-roll  tax)  their  contributions  under  any  State  unemployment-compen- 
sation law  which  meets  certain  minimum  Federal  standards. 

Each  State  which  passes  such  a  law  promptly  will  be  able  to  set  up  a  State 
unemployment-compensation  fund,  thus  using  for  State  purposes  that  money 
which  would  otherwise  be  paid  into  the  Federal  Treasury  by  the  State's 
employers. 
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To  assist  each  vState  in  enacting  a  suitable  law.  assuring  its  employers  (h. 
tlio  Federal  tax  rredit.  the  President's  Committee  on  E;()nonu('  Security  has 
liad  two  nnxiel  State  hills  prepared  after  months  of  study  and  discussion. 

These  bills  are  very  carefully  drafted  to  meet  all  the  requirements  of  the 
Federal  measure,  includin,:::  {<i)  Standards  lor  granting  tax  ci'edits  to  employ- 
ers; and  (b)  standards  for  granting  Federal  money  to  pay  the  administrative 
costs  of  such  Stale  laws. 

(1)  The  attached  niddel  bill  is  of  tlie  "pooled  fund"'  type.  I'nder  this  ty)ie 
of  bill  all  contributions  are  paid  into  a  single,  undivided  fund  (with  no  segve- 
gati<m  of  the  amounts  paid  in  by  each  emjiloyer).  Benelits  will  be  jiaid  from 
such  pooled  fund  to  any  and  all  eligible  employees.  Provisions  for  varyiug 
employer  contribution  rates  to  some  extent,  based  on  their  employment  and 
benefit  experience,  may  be  incorporated  in  such  a  bill  if  the  State  so  desires. 

(2)  An  alternative  model  bill  of  the  "reserves"  type  is  being  prepared  and 
will  be  sent  to  you  shortly.  I'nder  this  type  of  bill,  part  of  the  total  contri- 
butions paid  into  the  State  fund  will  be  "  pooled  "  ;  but  the  major  part  of  each 
employer's  contributions  will  be  segregated  (within  the  fund)  into  .separate 
employer  accounts,  and  benefits  will  be  paid  from  an  employer's  account  only 
to  his  own  eligible  employees.  After  several  years  of  contribution  and  benefit 
payments,  each  employer's  contribution  rate  will  depend  ou  his  actual  employ- 
njent  and  beuelit  experience. 

Wide  latitude  is  thus  left  the  several  States  in  many  respects  (a)  as  to  the 
general  type  of  unemployment  compensation  law  to  be  adoj)ted.  with  two  types 
of  model  bill  suggested,  and  also  (b)  as  to  many  other  important  questions 
(amount  and  duration  of  benefits,  etc.). 

It  is  suggested,  however,  that  each  State  executive  or  legislator  who  plans  to 
make  any  change  in  either  of  the  model  bills  (prepared  by  the  Committee  on 
Economic  Security)  might  do  well  to  write  the  committee  for  advice  on  the 
vital  question  :  "  Would  the  proposed  change  prevent  the  State  law  from  quali- 
fying for  (a)  Federal  tax  credits  to  employers,  and  (6)  Federal  aid  for  State 
administration?  " 

By  thus  writing  the  Committee  on  Economic  Security,  each  State  can  be 
advised  whether  the  proposed  changes  (a)  will  meet  Federal  requirements  aud 
(b)  are  consistent,  or  conflict  with  other  provisions  of  the  "model  bill"  itself. 

The  Committee's  address  is  1734  New  York  Avenue,  Washington,  D.  C. 

TOPIC  AX,    OUTLINE    OF    BILL 

Section  1.  Sliort  title. 

Section  2.  Declaration  of  public  iwlicy  of  the  State. 

Section  3.  Definitions:  (1)  Benefit,  (2)  commission.  (3)  contributions,  (4) 
eligibility,  (.">)  employee,  (6)  emplo.ver,  (7)  employment,  (8)  employment 
<  ffice.  (!•)  full-time  weekly  wage,  (a)  hourly  rate  of  earnings,  (b)  full-time 
weekly  hours,  (10)  fund,  (11)  partial  unempUtyment.  (12)  pay  roll,  (13) 
t(/tal  unemploynu'iit.  (14)  unemployment  administration  fund.  (15)  wages, 
(Itj)   waiting-period  unit,   (17)   week,   (18)   week  of  employment. 

Secticm  4.    Unemployment    compensation    fund:    (1)    Fund,    (2)    withdrawals, 

(3)  treasurer,    (4)    deposit. 

Section  ;".  Contributions:  (1)  Payment.  (2)  standard  rate  of  contributions, 
(3)  1930  and  1937  contribution  rates,  (4)  future  rates,  based  on  benefit  ex- 
l)erience,  or  (4)   study  of  contribution  rates,   (5)   employee  contrii)utions. 

Sc<-tion  <J.  Benefits:  (1)  Payment  of  benefits.  (2)  weekly  benefits  for  total 
nnemployinent.  (3)  weekly  benefits  for  partial  unemployment,  (4)  l-to-4 
ratio  tif  benefits  to  employment,  (5)  maxinuun  weeks  of  benefit  in  any  year, 
((il    lump-sum  benefit  option,    (7)    additional  benefits    (l-to-20  ratio). 

Section  7.  Benefit  eligibility  conditions:  (1)  Employment  requirement,  or  (1) 
Iiroltatifinary-service  period,  (2)  availability  and  registration  for  work,  (3) 
waiting  period,  (4)  during  trade  disputes,  (5)  voluntary  leaving.  (6)  dis- 
charge for  misconduct.  (7)  refusal  of  suitable  employment,  (8)  employees 
b  irred  from  benefits  by  wage  disqualification. 

Section  s.  Settlement  of  benefit  claims:  (1)  Filing,  (2)  initial  determination, 
(31  apiH'.-ils.  (4)  appe.il  tribunals,  (ft)  procedure,  (G)  cunnnission  review. 
(7t  apixal  to  courts.  (8)  oath.s  and  witne.s.ses. 

Section  9.   Court    review. 

Section  Vt.  Cnemployment  Comi>ensation  Commission:  (1)  Organization.  (2) 
salaries.   (3)  quorum 
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Section  11.  Administration:  (1)  Duties  unci  powers  of  commission,  (2)  general 

commission  rules,  (8)   publication,  (4)  personnel,   (5)   advisory  councils,  (.6) 

employment    stabilization,    (7)    records   and    reports,    (8)    representation   in. 

court,  (9)  iState-Federal  cooperation,  (_10)  employment  offices. 
Section  12.  Acceptance  ot  act  ot  Congress  relating  to  employment  service:  (1) 

Formal  acceptance,  (2)  Siate  employment  service,  (.3)  financing. 
Section  13.  Reciprocal  beuelit  arrangement  with  ovher  States. 
Section  14.  Protection  of  rights  and  benefits:    (1)    AVaiver  of  rights  void,    (2) 

limitation;  of  fees,    (3)    no  assignment  or  garnishment  of  benefits. 
Section  15.  Collection  of  contributions:    (1)    Interest  on  tardy  payments,    (2) 

bankruptcy,    (3)    court  action. 
Section  Itj.  Penalties. 
Section  17.  Unemployment  administration  fund :  (1)  Special  fund,  (2)  Federal 

aids,    (3)    employment-service  account. 
Section  18.  Appropriations. 
Section  19.    Saving  clause. 
Section-  20.  Separability  of  provisions. 
Section  21.  Effective  date. 

A  Bill  Reilating  to  Unemploymbnt  Compensation'  Pkoviding  Penalties  and 

Making  AppaoPRiATiONS 

SECTION   1.    SHORT  TITLE 

This  act  shall  be  known  and  may  be  cited  as  the  "  Unemployment  compensa- 
tion law." 

SEOnON    2.   DECLARATION    OF   PUBLIC   POLICY    OF   THE    STATE 

Note. — The  sponsor  of  a  State  bill  will  probably  wish  to  draft  the  state- 
ment of  public  policy.  The  following  statement  is  appropriate  and  may  be 
used  if  desired,  but  this  precise  wording  is  not  essential  to  conform  to  the 
proposed  Federal  legislation. 

As  a  guide  to  the  interpretation  and  application  of  this  act,  the  public  policy 
of  this  State  is  declared  to  be  as  follows :  Economic  insecurity  due  to  unemploy- 
ment is  a  serious  menace  to  the  health,  morals,  and  welfare  of  the  people  of 
this  State.  Involuntary  unemployment  is  therefore  a  subject  of  general  interest 
and  concern  which  requires  appropriate  action  by  the  legislature  to  prevent  its 
spread  and  to  lighten  its  burden  which  now  so  often  falls  with  crushing  force 
upon  the  unemployed  worker  and  his  family.  Social  security  requires  pro- 
tection against  this  greatest  hazard  of  our  economic  life.  This  can  be  provided 
only  by  application  of  the  insurance  principle  of  sharing  the  risks,  and  by  the 
systematic  accumulation  of  funds  during  periods  of  employment  to  provide 
benefits  for  periods  of  unemployment,  thus  limiting  the  serious  social  conse- 
quences of  poor  relief  assistance.  The  legislature,  therefore,  declares  that  in 
its  considered  judgment  the  public  good,  and  the  general  welfare  of  the  workers 
of  this  State  require  the  enactment  of  this  measure  for  the  compulsory  setting 
aside  of  unemployment  reserves  to  be  used  for  the  benefit  of  persons  unemployed 
through  no  fault  of  their  own. 

SBC^nON    S.   DEIFINITIONS 

The  following  words  and  phrases,  as  used  in  this  act,  shall  have  the  following 
meanings  unless  the  context  clearly  requires  otherwise : 

(1)  "Benefit"  means  the  money  payable  to  an  employee  as  compensation  for 
his  wage  losses  due  to  unemployment  as  provided  in  this  act. 

(2)  "  Commission  "  means  the  unemployment  compensation  commission  estab- 
lished by  this  act,  or  its  authorized  representative. 

Note. — If  another  a<lministrative  agency  than  that  suggested  herein  is 
used,  the  name  of  such  agency  should  be  abbreviated  and  defined,  and 
when  the  word  "commission"  aj)pears,  the  abbreviated  name  of  such 
agency  should  be  substituted. 

(3)  "Contributions"  means  the  momy  payments  to  the  State  unemployment 
compensation  fund  required  by  this  act. 

(4)  EUglhility. — An  employee  shall  he  deemtd  "eligible"  for  benefits  for 
any  given  week  of  his  partial  or  total  unemployment    (occurring  subsequent 
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to  .iny  required  waiting  period)  only  when  he  is  not  disqualified  by  any  provi- 
sion of  this  act  iTom  receiving  benefits  for  such  weelv  of  unemployment. 

(5)  "Employee"  means  any  person  employed  by  an  employer  subject  to  this 
act  and  in  employment  subject  to  this  act. 

(G)  "Employer"  means  any  person,  i)artnership,  association,  corporation, 
whether  domestic  or  foreign,  or  the  legal  representative,  trastee  in  bankruptcy, 
receiver,  or  trustee  thereof,  or  the  legal  representative  of  a  deceased  person, 
including  ^  this  State  and  any  municipal  corporation  or  other  political  subdi- 
vision thereof,  who  or  whose  agent  or  predecessor  in  interest  has  employed  at 
least  four  persons  in  employment  subject  to  this  act  within  each  of  13  or 
more  calendar  weeks  in  the  year  11)35  or  any  subsequent  calendar  year;  pro- 
vided that  such  employment  in  1935  shall  make  an  employer  subject  on  January 
1,  1936,  and  such  employment  in  any  subsequent  calendar  year  shall  make  a 
newly  subject  employer  subje<-t  for  all  purposes  as  of  January  1  of  the  calendar 
year  in  which  such  employment  occurs.  In  determining  whether  an  employer 
(of  any  person  in  the  State)  employs  enough  persons  to  be  an  "employer" 
subject  hereto,  and  in  determining  for  wl)at  contributions  he  is  liable  here- 
under, lie  shall,  whenever  he  contracts  with  any  contractor  or  sul>contractor 
for  any  work  which  is  part  of  his  usual  trade,  occupation,  profession,  or  busi- 
ness, be  deemed  to  employ  all  persons  employed  by  such  contractor  or  sub- 
contractor on  such  work,  and  he  alone  shall  be  liable  for  the  contributions 
measured  by  wages  paid  to  such  persons  for  such  work ;  except  as  any  such 
contractor  or  subcontractor,  who  would  in  the  absence  of  the  foregoing  provi- 
sions be  liable  to  pay  said  contributions,  accepts  exclusive  liability  for  said 
contributions  under  an  agreement  with  such  employer  made  pursuant  to  gen- 
eral commission  rules.  All  persons  thus  employed  by  an  employer  (of  any 
person)  within  the  State,  in  all  of  his  several  places  of  employment  maintained 
within  the  State,  shall  be  treated  as  employed  by  a  single  "  employer "  for 
the  purposes  of  this  act;  provided,  moreover,  that  where  any  person,  partner- 
ship, association,  corporation,  whether  domestic  or  foreign,  or  the  legal  repre- 
sentative, trustee  in  bankruptcy,  receiver,  or  trustee  thereof,  or  the  legal  repre- 
sentative of  a  deceased  person,  either  directly  or  through  a  holding  company 
or  otherwise,  has  a  majority  control  or  ownership  of  otherwise  separate  busi- 
ness entei-prises  employing  persons  in  the  State,  all  such  enterprises  shall  be 
treated  as  a  single  "  employer  "  for  the  purposes  of  this  act.  Any  employer 
subject  to  this  act  shall  cease  to  be  subject  hereto  only  upon  a  written  applica- 
tion by  him  and  after  a  finding  by  the  commission  that  he  has  not  within  any 
calendar  week  within  the  last  completed  calendar  year  employed  four  or  more 
persons  in  employment  subject  hereto.  Any  employer  (of  any  person  within 
the  State)  not  otherwise  subject  to  this  act  shall  become  fully  subject  hereto, 
upon  filing  by  such  employer  with  tlie  commission  of  his  election  to  become 
fully  subject  hereto  for  not  less  than  2  calendar  years,  subject  to  written  ap- 
proval of  such  election  by  the  commission. 

(7)  "Employment  "  means  any  employment  in  which  all  or  the  greater  part 
of  the  person's  work  (within  the  continental  United  States)  is  or  was  custo- 
marily performed  within  this  State,  under  any  contract  of  hire,  oral  or 
written,  express  or  implied,  whether  such  person  was  hired  and  paid  directly 
by  the  employer  or  through  any  other  person  employed  by  the  employer,  pro- 
vided the  employer  had  actual  o."  constructive  knowledge  of  such  contract. 
Such  employment  shall  include  the  person's  entire  employment  (in  all  States, 
including  the  District  of  Columbia).  In  the  case  of  all  other  persons  employed 
partly  in  this  State  and  partly  in  other  States,  the  term  "  employment "  shall 
include  the  employment  of  such  persons  to  the  extent  prescribed  by  general 
rules  adopted  by  the  commission.  Except  as  provided  in  any  reciprocal  benefit 
arrangement  made  pursuant  to  this  act,  "employment"  shall  not  include  any 
employment  included  in  any  unemployment  compensation  system  established  by 
an  act  of  Congre.ss. 

Nor  shall  the  term  "  employment "  apply  to — ' 

(a)  Employment  on  a  governmental  relief  project  approved  by  the  com- 
mission ; 


'  The  iiii'lusion  of  the  Statp  and  local  goveriinipnts  as  employers  is  not  required  in  the 
proposid  Kcderal  loKislation.  Congress  does  not  have  the  power  to  tax  the  pay  rolls  of 
State  and  lonal  governments,  and  obviously  could  not  require  State  and  local  govern- 
ments to  conlribtite  to  a  State  unemployment  compensation  act.  It  is  suggesed.  however, 
that  State  and  local  employees  be  covered,  except  those  in  the  employments  exempted  in 
paragraphs   (a)   to   (d)  of  the  "  employment  "  definition  below. 

'Tho  last  sentence  and  exemptions  (a)  to  ((/)  should  be  omitted  if  State  and  local 
governments  are  excluded  from  the  "  employer  "  definition    (6)   above. 
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(ft)  Employment  as  an  elected  or  appointed  public  officer; 

(c)  Employment  by  a  govex*nmental  unit  on  an  annual  salary  basis; 

(d)  Employment  as  a  teacher  in  a  public  school,  college,  or  university. 

(8)  "Employment  office"  means  that  free  public  employment  office  (oper- 
ated by  the  State)  or  branch  thereof  nearest  to  the  employee's  place  of  resi- 
dence or  employment,  unless  otherwise  prescribed  by  the  commission. 

(9)  An  employee's  "  full-time  weekly  wage"  means  the  weekly  earnings  such 
employee  would  average  from  his  employment  if  employed  at  the  "  hourly  rate 
of  earnings  "  and  for  the  "  full-time  weekly  hours  "  applicable  to  such  employee. 

(a)  The  applicable  "hourly  rate  of  earnings"  shall  be  determined  by  aver- 
aging the  employee's  actual  earnings  for  at  least  100  hours  of  employment  by 
his  most  recent  employers. 

(b)  An  employee's  "full-time  weekly  hours"  shall  mean  the  standard  maxi- 
mum weekly  hours  which  can  lawfully  be  worked  by  the  employee  (in  the 
employment  in  question)  under  the  applicable  Federal  code  of  fair  competi- 
tion or  under  any  applicable  State  code  or  law  specifying  lower  maximum 
weekly  liours.  Where  there  is  no  code  or  law  applicable,  the  commission  shall 
determine  the  employee's  full-time  weekly  hours  by  averaging  his  weekly  hours 
for  all  calendar  weeks  (in  at  least  the  past  3  months)  in  which  he  worked  30 
hours  or  more,  or  by  such  equitable  method  as  the  commission  may  by  general 
rule  prescribe  for  determining  a  full-time  standard  of  not  less  than  30  weekly 
hours  for  benefit  pui*poses.  In  the  case  of  any  employee  who  is  found  by  the 
commission,  at  the  time  be  becomes  eligible  for  benefits  to  be  unable  by  reason 
of  physical  disability  or  by  reason  of  continuing  personal  obligations  (other 
than  employment)  to  work  half  the  full-time  weekly  hours  which  prevail  in 
such  establishment  for  full-time  employees,  the  commission  shall  determine  his 
full-time  weekly  hours  for  benefit  purposes  by  averaging  his  weekly  hours  for 
all  weeks  (in  at  least  the  past  3  months)  in  which  he  worked. 

(10)  "Fund"  means  the  unemployment  compensation  fund  established  by 
this  act,  to  which  all  contributions  and  from  which  all  benefits  required  under 
this  act  shall  be  paid. 

(11)  "Partial  unemployment":  An  employee  shall  be  deemed  "partially 
unemployed  "  in  any  calendar  week  of  partial  work  if  he  fails  to  earn  in  wage 
(and/or  any  other  pay  for  personal  services,  including  net  earnings  from  self- 
employment)  for  such  week  at  least  $1  more  than  the  amount  of  weekly  bene- 
fits for  total  unemployment  he  might  receive  if  totally  unemployed  and  eligible. 

(12)  "Pay  roll"  means  the  total  amount  of  all  wages  payable  by  the  em- 
ployer to  his  employees,  commencing  with  wages  payable  for  employment  occur- 
ring after  employer  becames  newly  subject  to  this  act. 

(13)  "Total  unemployment":  An  employee  shall  be  deemed  "totally  un- 
employed" in  any  calendar  week  in  which  he  performs  no  wage-earning  serv- 
ices whatsoever  and  for  which  he  earns  no  wages  (and  no  other  pay  for  per- 
sonal services,  including  net  earnings  from  self-employment),  and  in  which 
he  cannot  reasonably  return  to  any  self-employment  in  which  he  has  cus- 
tomarily been  engaged. 

(14)  "Unemployment  administration  fund"  means  the  unemployment  com- 
pensation administration  fund  established  by  this  act. 

(15)  "Wages"  means  every  form  of  remuneration  for  employment  received 
by  a  person  from  his  employer,  whether  paid  directly  or  indirectly  by  the 
employer,  including  salaries,  commissions,  bonuses,  and  the  reasonable  money 
value  of  board,  rent,  housing,  lodging,  payments  in  kind,  and  similar  advantages. 

(16)  "Waiting-period  unit"  means  a  period  (for  which  no  benefits  are  pay- 
able but  during  which  the  employee  is  in  all  other  respects  eligible)  consisting 
of  either  1  week  of  total  unemployment  or  2  weeks  of  partial  unemployment, 
required  as  a  condition  precedent  to  the  receipt  of  benefits  for  subsequent 
unemployment,  as  prescribed  in  this  act. 

(17)  "Week"  means  calendar  week. 

(18)  "Week  of  employment"  means  each  calendar  week  (occurring  at  least 
1  year  after  contributions  first  become  generally  due  under  this  act  from  em- 
ployers then  subject  hereto  and  occurring  after  any  probationary  period  or 
periods  required  hereunder)  within  which  the  i>erson  in  question  performed 
any  employment  subject  to  this  act  for  any  employer  subject  to  this  act ;  pro- 
vided, however,  that  any  week  (occurring  within  the  customary  school  vaca- 
tion periods)  in  which  an  employer  employed  an  employee  who  attended  a 
school,  college,  or  university  in  the  last  preceding  school  term  shall  not  be 
-counted  as  a  "  week  of  employment "  in  determining  the  benefit  rights  of  such 
•employee  under  this  act. 
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SKC.  4.    rXEMl'l.OYMKNT-CO.MI  KN.SATION   FTM) 

(!)  FiimL-  Tlu'iv  is  lu'idiy  cieiib'd  tlie  uiu  iiii)l.iyinent-(orapensation  fund, 
to  be  admiiiistcrcd  by  ibe  coininission  witliout  liaiiility  on  the  part  of  tbe  State 
beyond  tlio  aniounts 'paid  it. to  and  earned  l>y  tin-  fund.  Tbis  fund  sball  consist 
of'all  contributioiis  and  nmncy  paid  inlo  and  lei-eived  Ity  Imp  fund  as  jtrovided 
by  tbis  act.  ol  property  and  securities  ucquii-ed  by  and  tlirouiili  tlie  use  of 
n'loneys  belon.Lring  to  tbefmiil,  and  of  interest  earned  upon  tbe  moneys  bebmging 
to  tlie  fund.  ,  ,       ,  , 

{•2)  W if hdraicaU.— The  fund  shall  l)e  administered  ni  tiiist  and  used  solely 
to  pay  benefits,  upon  voueiiers  drawn  on  tiie  fund  by  tbe  commission  pursuant 
to  peiieral  connnission  rules,  and  no  otber  disbursement  sball  be  made  tbere- 
from.  Sucli  rules  sball  be  governed  by  and  consistent  with  any  apiilicable 
constitutional  requirements,  but  tbe  procedure  prescribed  by  sucli  rules  sball 
be  deemed  to  satisfy  (and  sball  be  in  lieu  of)  any  and  all  statutory  require- 
ments (for  spwific  appropriation  or  otber  formal  release  by  State  ofHcers  of 
State  moneys  prior  to  tbeii-  expenditure)  wblcb  might  otlierwise  be  applicable 
to  withdrawals  from  the  fund. 

X()TE — The  first  sentence  of  the  above  subsection  is  necessary  to  conform 
to  the  requirement  of  the  Federal  bill  that  tlie  fund  be  used  exclusively  for 
the  payment  of  lienelits.  Administrative  expenses  will  have  to  be  paid 
from  Federal  allotments  for  tbis  purpose,  or  from  other  sources.  Attention 
is  called  to  tbe  fact  that  tbe  number  of  benefit  payments  to  be  made*  from 
the  State  fund  will  be  extremely  large  in  most  States,  though  the  amount 
of  the  individual  payments  will  be  small.  It  is  therefore  advisable  ttv 
utilize  a  method  of  withdrawals  from  tbe  fund  which  will  involve  a 
n\iiumum  of  adndnistrative  exiiense.  consistent  with  adequate  protection 
of  tbe  fund.  In  s(»nie  Slates  the  customary  procedure  for  the  i»ayment  from 
])ublic  funds  would  Ije  unnecessarily  expensive. 

(:!)  Ti-canurcr. — Tbe  connnission  shall  designate  a  treasurer  of  tbe  fund 
who  shall  pay  all  vouchers  duly  drawn  upon  tbe  fund  in  such  manner  as  the 
commission  may  prescribe.  He  shall  have  custody  of  all  moneys  bebmging 
to  the  fund  and  not  otherwise  held  or  deposited  or  invested  pursuant  to  this 
action.  The  treasurer  shall  give  bond  conditioned  on  tbe  faithful  iierformance 
of  his  duties  as  treasurer  of  the  fund,  in  a  form  prescribed  l)y  statute  or 
approved  by  tbe  attorney  general  and  in  an  amount  specified  by  the  conuuission 
and  approved  by  the  governor.  All  premiums  upon  bonds  required  pursuant 
to  tbis  secticm  when  furnished  by  an  authorized  surety  company  or  by  a  duly 
constituted  governmental  bonding  fund  sball  be  paid  from  tbe  unemployment 
adnnnistration  fund.  The  treasurer  sball  deposit  and/or  invest  the  fund 
under  the  sui»ervision  and  control  of  the  commission,  subject  to  the  provisious 
of  this  act. 

(4)  Deposit. — All  contributions  paid  under  this  act  shall  upon  collection  be 
dei>osited  in  or  invested  in  the  obligations  of  tbe  unemplo.vment-tru.st  fund  of 
the  United  States  Government  or  its  authorized  agent,  so  long  as  said  trust 
fund  exists,  notwithstanding  any  other  statutory  provision  to  tbe  contrary. 
The  commission  sball  requisition  from  the  unemployment-trust  fund  necessary 
amounts  from  time  to  time. 

Note. — The  above  subsection  (4)  is  necessary  to  meet  tlie  requirements  of 
the  Fe<leral  bill. 

The  wording  of  the  entire  section  creating  the  State  unemployment  com- 
pensation fund  is  also  important,  because  of  constitutional  provisions  con- 
cerning the  custody  and  management  of  "  State  funds  "  in  several  States. 
Four  States  (California,  New  Mexico,  Wyoming,  and  Michigan)  require 
the  deposit  of  "  State  funds  "  or  "  public  funds  '"  in  State  or  national  banks. 
Since  it  is  antici|)ated  that  the  United  States  Treasury  will  designate  banks 
within  the  State  to  act  as  its  agent,  even  the  <<>nstitutional  provisions  of 
these  States  do  not  conflict  with  the  requirements  of  the  Federal  economic 
security  liill  fur  the  deposit  of  State  unemi)loyment  compensation  funds 
with  the  unemployment  trust  fund  of  the  United  States. 

SEXmON    5.    CONTRIBUTIONS 

(1)  Payment. — On  and  after  the  1st  day  of  January  1930  contributions  shall 
accrue  and  become  payable  by  each  employer  then  suliject  to  this  act.  There- 
after contributions  shall  accrue  and  become  payable  by  any  new  employer  on 
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iind  after  the  date  on  which  he  becomes  newly  subject  to  this  Act.  The  con- 
tributions required  hereunder  shall  be  paid  by  each  employer  in  such  manner 
and  at  such  times  as  the  commission  may  prescribe. 

(2)  Standard  rate  of  contributions. — The  contributions  regularly  payable 
l>y  each  employer  shall  be  an  amount  equal  to  3  percent  of  his  pay  roll,  except 
as  otherwise  provided  in  this  act. 

NoTB.^ — The  Federal  pay-roll  tax  on  employers  (under  the  economic 
security  bill)  will  be  3  percent  for  the  year  1938,  and  therafter.  For 
the  years  1936  and  1937,  however  the  tax  rate  (which  will  depend  on  a 
Federal  index  of  production)  may  be  3  percent,  2  percent,  or  1  percent. 
(Of  course  all  provisions  of  the  Federal  bill  are  subject  to  possible  change 
by  Congress.)  Any  State  which  desires  to  make  its  1936  and  1937  con- 
tribution rates  correspond  exactly  to  the  tax-rate  clauses  of  the  Federal 
security  measure  (as  introduced)  can  use  the  following  language: 

(Optional  provision) 

(3)  1936  am,d  1931  contriljution  rates. — Tlie  contributions  payable  by  each 
employer  for  the  calendar  years  1936  and  1937  shall  be  determined  as  follows : 
(o)If  the  Federal  Reserve  Board's  adjusted  index  of  total  industrial  production 
averages,  for  the  year  ending  Septemlier  30,  193.5,  not  more  than  84  percent 
of  its  average  for  the  years  1923-25,  inclusive,  the  commission,  shall  certify  that 
fact  to  the  secretary  of  state,  and  each  employer  shall  contribute  for  the  calen- 
dar year  1936  an  amount  equal  to  1  percent  of  his  pay  roll;  (6)  if  such  index 
averages  for  such  year,  more  than  84  percent  but  less  thrn  95  percent  of  such 
earlier  average,  such  fact  shall  be  so  certified,  and  each  employer  shall  con- 
tribute for  the  calendar  year  1936  an  amount  equal  to  2  percent  of  his  pay  roll : 
(6)  if  such  index  averages  for  the  year  ending  September  30,  1936,  not  more 
than  84  percent  of  such  earlier  average,  such  fact  shall  be  so  certified,  and  each 
en. plover  shall  contribute  for  the  calendar  year  1937  an  amount  equal  to  1  per- 
<  enl  of  his  pay  roll,  except  that  in  no  event  shall  the  measure  of  contributions 
fi-"  the  calendar  year  1937  be  less  than  the  measure  of  contributions  for  the 
calendar  year  1936;  (d)  if  such  index  averages,  for  the  year  ending  September 
'30.  1936,  more  than  84  percent  but  less  than  95  pei'cent  of  such  earlier  average, 
such  fact  shall  be  so  certified  and  each  employer  shall  contribute  for  the  calen- 
dar year  1937  an  amount  equal  to  2  percent  of  his  pay  roll,  except  that  in  no 
event  shall  the  measure  of  contributions  for  the  calendar  year  1937.  be  less 
than  the  measure  of  contributions  for  the  calendar  year  1936. 

Note. — Under  the  proposed  Federal  economic  security  measure  a  State 
may,  after  5  years,  reduce  contribution  rates  for  employers  who  have  shown 
a  good  unemployment  compensation  experience.  Two  alternate  provisions 
are  given  below  for  States  that  may  wish  to  take  advantage  of  this  pro- 
vision in  the  Federal  measure.  Both  provisions  are  entirely  optional  with 
the  State. 

(Optional  provision) 

(4)  Sftodj;  of  contribution  rates. — For  a  period  of  3  years  after  the  contribu- 
tions accrue  and  become  payable  under  this  act,  the  commission  shall  study  the 
operations  of  this  act  relative  to  the  financial  aspects  and  the  suflSciency  of  con- 
tributions hereunder,  and  shall  submit  a  report  of  its  findings  and  recommenda- 
tions thereon  to  the  legislature  not  later  than  February  15,  1939. 

(Optional,  provision) 

(4)  Ftiture  rates,  based  on  benefit  experience. — Based  on  the  actual  contri- 
bution and  benefit  experience  of  employers  under  this  act.  the  commission  shall 
(in  the  year  1941  and  in  each  calendar  year  thereafter)  classify  employers  in 
accordance  with  said  experience ;  and  shall  determine  for  each,  employer  the 
rate  of  contributions  which  shall  apply  to  him  throughout  the  calendar  year 
pursuant  to  said  experience  and  classification.  The  minimum  contributions  thus 
payable  to  the  fund  shall  in  no  case  amount  to  less  than  — ^  percent  on  the 
employer's  pay  roll,  and  the  average  contribution  rate  of  all  employers  shall  be 
approximately  3  percent  (on  pay  roll)  for  any  calendar  year.  An  employer's 
contribution  rate  shall  in  no  case  be  reduced  until  there  has  been  at  least  3 
calendar  years   throughout  which   his   employees   received   or   could   have   re- 

'This  figure  must  be  at  least  1  percent-  under  the  pending  economic  security  measure, 
but  is,  of  course,  subject  to  final  action  by  Congress. 
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ceivcd  benefits  wiien  an<l  if  unemployed  and  eligible.  The  commission  shall 
investigate  and  classify  industries,  employers,  aud/or  occupations  with  respect 
to  the  degree  i>f  unemployment  hazard  in  each,  taking  due  account  of  any  rele- 
vant and  measurable  factors,  and  shall  have  power  to  apply  any  form  of  classi- 
fication or  rating  system  which  in  its  judgment  is  best  calculated  to  rate  indi- 
vidually the  unemploynicnt  risk  m<;st  equitably  for  each  employer  or  group  of 
omjiloyers  and  to  encourage  the  stabilization  of  employment.  The  general  basis 
of  classification  proposed  to  be  used  for  any  calendar  year  shall  be  subject  to 
discussion.  adopti(ui.  and  publication  in  the  manner  prescribed  in  this  act  for 
all  general  commission  rules. 

( Optional  provision ) 

(5)  Contrihutions  hy  employees. — Each  employee  shall  contribute  to  the  fund 
1  percent  of  his  wages.  Each  employer  shall  be  responsible  for  withholding 
such  contribution  from  the  wages  of  his  employees,  shall  show  such  deduction  on 
his  pay-roll  records,  and  shall  transmit  all  such  contributions  to  the  fund 
pursuant  to  general  commission  rules. 

Note. — The  State  is  not  reqiiired  to  includv'  the  above  sub.section  (5). 
It  is  being  set  forth  here  for  due  consideration  by  each   State. 

Worker  contributions  cannot  be  offset  or  credited  against  the  Federal 
tax  on  pay  rolls,  which  is  payable  by  employers  alone.  Hence  the  inclu- 
sion by  a  State  of  subsection  (5)  would  not  be  a  subs*^itute  for.  but  rather 
an  addition  to.  the  contributions  above  required  from  employers. 

Additional  contributions  to  the  fund,  from  any  source,  would  of  course 
make  possible  additional  I>enefits  from  the  fund.  (See  the  "actuarial 
memorandum""  as  to  what  benefits  could  be  paid  with  additional  contri- 
butions.) 

SKcno^;  <:.  bknkfits 

(1)  Payment  of  be^iefits. — After  contributions  have  heen  due  under  this  act 
for  2  years,  benefits  shall  become  payalde  from  the  fund  to  any  employee  who 
thereafter  is  or  becomes  unemployed  and  eligible  for  benets,  based  on  his 
weeks  of  employment  as  defin«^d  in  Ibis  act,  anrl  shall  he  paid  through  the 
employmeiit  offices  at  such  times  and  in  such  manner  as  the  ccnnmisslou  may 
prescribe. 

Note. — The  above  provisions  should  not  be  altered,  since  the  proposed  Fed- 
Hval  hill  requires  as  a  condition  for  the  allowance  of  credit  against  the 
Federal  pay-roll  tax  that  payment  of  all  compensation  must  be  made 
tbi'ough  the  iiublic  employment  offices  in  the  State  and  must  contmence  2 
years  after  contributions  are  first  made  under  the  State  law. 

(2)  Weekly  benefits  for  total  unemployment. — An  employee  totally  unem- 
ployed and  eligible  in  any  week  shall  be  paid  benefits  (computed  to  the  nearest 
half  dollar)  at  th"  rate  of  50  i)ercenf  of  his  full-time  weekly  wage,  with  max- 
imum benefits  of  .$1.5  per  week,  and  minimum  benefits  of  $ *  per  week. 

Note. — The  maximum  v.eekl.\  benefit  of  $1.1  per  week  indicated  here  is 
open  to  change  by  llie  State.  It  is  not  required  by  the  Federal  bill.  It 
is  presumed  that  each  State  will  desire  to  fix  a  maximum  which  it  deems 
appropriate  in  the  particidar  Slate.  Official  commissions  on  unemploy- 
ment insurance  in  Now  Yoj-k.  Ohio,  ("alifornia.  and  Virginia  have  recom- 
mended a  maximum  of  .$1."i  per  week,  while  the  New  Ilamp.shire  com- 
mission recommended  .$14.  The  maximum  in  the  Wisconsin  law  is  $10, 
hut  the  contrihution  rate  is  2  percent. 

(3)  Weekly  benefits  for  partial  unemployment.— -An  employee  pariially  un- 
employed and  eligible  in  any  week  shall  be  paid  suflScient  benefits  so  that  his 
week's  wages  (and/or  any  other  pay  for  personal  services,  including  net 
earnings  from  self-employment)  and  his  benefits  combined  will  be  $1  more  than 


*  States  may  nlso  wish  to  fix  a  minimum  weekly  benefit  for  total  unemployment.  Ser.ate 
bin  no.  1  of  New  York  provides  a  minimum  of  $5.  Few  of  the  proposed  unemployment 
compensation  bills  provide  for  any   minimum. 

I'rnctiriilly  nil  of  thf>  special  commissions  which  have  studied  unemployment  compensa- 
tion in  this  country  hav*-  leconimcndod  that  tli<>  honeflt  rates  be  set  at  W  piTccnt  of  the 
full-tinif  weekly  parnings.  With  contributions  of  3  percent,  or  even  4  percent,  this  is 
about  tho  ninxitniiTii  weekly  r.ite  of  benefit  which  can  he  provided,  unless  the  duration  of 
benefits  Is  shortened.  It  "is  generiiUy  thought  advisable  to  fix  the  benefit  rates  at  this 
figure,  and  to  adjust  the  duration  of  benefits  and  the  waiting  period  to  meet  the 
employment   experience  of  the  State. 
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the  weekly  benefit  to  which  he  would  be  entitled  if  totally:  unemployed  in 
that  week. 

Note. — The  above  subsection  (3)  is  open  to  change  by  the  State.  How- 
ever, unless  larger  contributions  than  a  rate  of  3  percent  are  required, 
it  is  suggested  that  partial  benefits  should  be  limited  as  above  provided. 
This  provision  gives  only  a  small  advantage  in  total  compensation  to  the 
partially  employed  person  over  the  totally  unemployed  person ;  but  it  must 
be  remembered  that  the  person  who  is  drawing  partial  benefits  is  not 
thereby  exhausting  his  benefit  rights  as  rapidly  as  the  person  who  is 
drawing  total  benefits.  While  it  would  be  desirable  to  provide  more  lib- 
eral benefits  to  partially  unemployed  persons,  it  must  be  recognized  that 
the  primary  purpose  of  the  fund  is  to  provide  protection  to  employees 
who  are  totally  unemployed.  Also,  it  is  desirable  to  avoid  large  numbers 
of  small  claims  for  small  amounts  of  partial  unemployment  because  of 
the  excessive  administrative  costs  which  would  be  involved. 

(4)  One^to-four  ratio  of  benefits  to  employment. — The  aggregate  amount  of 
benefits  an  employee  may  at  any  time  receive  shall  be  limited  by  the  number 
of  his  past  weeks  of  employment  against  which  benefits  have  not  yet  been 
charged  hereunder.  Each  employee's  benefits  shall  be  thus  charged  against  his 
most  recent  weeks  of  employment  available  for  this  purpose.  Each  employee 
shall  receive  benefits  in  the  ratio  of  one-quarter  week  of  total  unemployment 
benefits  (or  an  equivalent  amount,  as  determined  by  general  commission  rules, 
of  benefits  for  partial  unemployment  or  for  partial  and  total  unemployment 
combined)  to  each  week  of  employment  of  such  employee  occurring  within  the 
104  weeks  preceding  the  close  of  the  employee's  most  recent  week  of 
employment. 

Note. — This  ratio  will  serve  to  guard  the  fund  against  excessive  pay- 
ment of  benefits  to  those  with  only  a  limited  amount  of  previous  employ- 
ment to  their  credit.  The  ratio  may  be  lowered  to  1  to  3  if  it  is  desired 
to  liberalize  this  provision,  or  raised  to  1  to  5  if  it  is  desired  to  make  bene- 
fit requirements  more  stringent ;  but  this  would  mo<lify  the  actuarial  basis 
of  this  bill  to  some  extent. 

(5)  Maxhmmi  weeks  of  'benefit  in  any  year. — Benefits  shall  be  paid  e;ich 
employee  for  the  weeks  during  which  he  is  totally  or  partially  unemployed  and 
eligible  for  benefits  based  on   his  past  weeks  of  employment ;    but  not  more 

than  weeks   of   total   unemployment   benefits    (oi'   an   equivalent   total 

amount,  as  determined  by  commission  rules,  of  benefits  for  partial  unemploy- 
ment or  for  partial  and  total  unemployment  combined)  shall  be  paid  any  em- 
ployee for  his  weeks  of  unemployment  occurring  within  any  52  consecutive 
weeks. 

Note. — A  maximum  duration  of  16  weeks  has  been  most  discussed,  based 
on  estimates  of  what  could  have  been  provided  if  an  unemployment  com- 
pensation system  embodying  the  standards  contained  in  this  bill  had  been 
in  operation  from  1922-30  in  the  United  States  as  a  whole  during  that 
period.  If  a  State  has  had  more  unemployment  than  the  average  for  the 
United  States  it  would  be  advisable  for  such  State  to  provide  for  a  shorter 
maximum  duration  of  benefits  than  IG  weeks.  Each  State  is  advised  to 
consult  the  "  actuarial  memorandum  "  accompanying  this  bill  to  ascertain 
the  maximum  number  of  weeks  of  benefits  it  can  safely  provide. 

(6)  Llump-sum  benefit  option. — In  lieu  of  paying  to  an  eligible  employee  in 
weekly  (or  other)  installments  the  maximum  amount  of  benefits  to  which  his 
past  weeks  of  employment  might  entitle  him  under  this  act  (in  case  he  re- 
mained continuously  unemployed  and  eligible),  the  commission  may  discharge 
the  fund's  entire  benefit  liability  to  such  employee,  based  on  his  past  weeks  of 
employment,  by  paying  him  a  lump  sum  equaling  not  less  than  50  percent  or 
more  than  8  percent  of  said  maximum  amount  of  benefits.  But  lump-sum  pay- 
ments shall  be  thus  made  only  in  unusual  cases  (such  as  when  the  employee 
has  no  prospect  of  securing  further  employment  in  the  locality,  but  may  secure 
employment  elsewhere).  The  commission  shall  by  general  rules  determine  on 
what  percentage  basis  and  under  what  unusual  conditions  such  lump-sum  pay- 
ments shall  be  made,  and  each  such  case  shall  be  subject  to  specific  approval 
by  the  commission. 

Note. — This  provision  is  designed  to  encourage  workers  who  have  no 
further  prospect  of  employment  in  the  community  (e.  g.,  because  of  aban- 
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doninent  of  a  factory  or  mine)  to  seek  employment  elsewhere,  rather  than 
to  remain  in  the  community  until  their  hencfit  rights  are  exhausted. 
(7)  Additional  brvcflts  (1  to  20  ratio). — An  eliirible  employee  who  has  re- 
ceived the  maximum  benefits  permitted  under  subsection  (5)  shall  receive 
additional  benefits  in  Ibe  ratio  of  1  week  of  total  unemployment  benefit  (or  its 
equivalent)  to  each  unit  of  20  aiigroiiate  weeks  of  employment  occurring  within 
the  260  weeks  precedini;  the  close  of  the  employee's  most  recent  week  of  em- 
ployment, and  ai^ainst  which  benefits  have  not  already  been  charged  under  this 
act.  Such  additional  benefits  shall  be  charged  against  the  employee's  most 
recent  weeks  of  emi)loyment  available  for  this  purpose. 

NoTK. — The  above  provision  is  recommended  because  foreign  experience 
indicates  that  a  large  proportion  of  employees  will  draw  no  benefits  for  a 
number  of  years.  These  employees  will  have  an  especially  valid  claim  to 
the  additional  benefits  provided  here,  when  because  of  a  depression  or 
technological  change  they  lose  their  jobs  and  are  unable  to  find  other 
work. 

SKCTION    7.    BENKFIT  KI-IGIHIT-ITY  CONDITIONS 

(1)  Emploijment  requirement. — An  employee  shall  be  deemed  eligible  for 
benefits  for  any  given  week  of  his  unemployment  only  if  he  has  either  (a) 
accumulated  40  weeks  of  employment  sul).1ecr  hereto  within  the  1(»4  weeks  im- 
mediately pre(('ding  the  date  of  his  application  for  benefits,  or  (&)  accumulated 
26  weeks  of  employment  sub.iect  hereto  within  the  52  weeks  immediately  pre- 
ceding the  date  of  liis  applicaticm  for  benefits. 

Note. — The  above  subsection  (1)  is  designed  to  prevent  the  payment  of 
benefits  to  persons  who  work  only  intermittently,  spasmodically,  or  for 
brief  seasonal  period-;  in  insured  eniployr.ient.  in  order  to  prevent  their 
depleting  the  fund  at  the  expense  of  the  regularly  employed  worker.  The 
State  may,  at  its  option,  modify  or  even  eliminate  this  provision,  but  this 
would  to  some  extent  modify  the  aetuarial  basis  of  this  bill. 

The  following  is  a  possible  alternative  i»rovision  to  the  above  subsection 
(1).  This  substitute  wouhl  tend  to  have  a  rather  similar  effect,  in  restrict- 
ing benefits  to  workers  making  freiiuent  changes  in  employment. 

(1)  Required  prolxttionarii  period. — An  employee  shall  be  deemed  eligible 
for  benefits,  based  on  his  employment  by  a  given  employer,  only  after  he 
has  lieen  employed  by  such  employer  within  any  2  weeks  ( sulisequent  to 
the  first  year  of  contributions  under  this  act  or  to  any  later  date  on  which 
the  employer  in  question  first  becomes  subject  to  tliis  act). 

(2)  Avuilahility  and  registration  for  irork. — An  employee  shall  not  be  eligible 
for  benefits  in  any  week  of  his  partial  or  toral  unemployment  unless  in  such 
week  he  is  physically  able  to  work  and  available  for  work,  whenever  duly 
called  for  work  through  the  employment  ofiice.  To  prove  stich  availability  for 
work,  every  employee  partially  or  totally  unemployed  shall  register  for  work 
and  shall  file  claim  for  benefits  at  the  employment  office,  within  such  time  limits 
and  with  such  frequency  and  in  such  manner  (in  person  or  in  writing)  as 
the  commission  may  l)y  general  rule  prescribe.  No  employee  shall  be  eligible 
for  benefits  for  any  wet^k  in  whicli  he  fails  without  gooil  cause  to  comply  with 
such  registration  and  filing  requirements.  A  copy  of  the  commission's  rules 
covering  sacli  requirements  shall  be  furnished  by  it  to  each  employer,  who 
shall  inform  his  employees  of  the  terms  thereof  when  they  become  uneraployeil. 

(3)  Waiting  period. — Benefits  shall  be  payable  to  an  employee  only  for  his 
weeks  of  unemployment   (K;curring  subsequent  to   a    "waiting  period"   whose 

duration  shall  in  each  case  be  determined  as  follows.     An  aggregate  of 

waiting-perio<l  units  shall  be  required  of  the  enqiloyee  within   the  52  weeks 
preceding  the  start  of  any  given  week  of  unemployment. 

There  shall  not  be  counte<l  toward  an  employee's  required  waiting  period  or 
periods  any  week  of  total  or  partial  unemployment  in  which  he  is  ineligible  for 
benefits  under  sub.sections  (2),  (4),  (5),  (6),  or  (7)  of  this  section. 

Note. — The  Committee  on  Economic  Security  takes  no  position  as  to 
what  the  length  of  the  waiting  iHM-iod  should  be.  The  State  may  specif.v 
a  waiting  i^eriod  of  2,  Pi.  or  4  weeks,  or  any  other  period  it  considers  suit- 
able. It  should  be  enqihasized.  however,  that  a  long  waiting  period  will 
result  in  a  considerable  saving  to  the  fund  bei-ause  of  the  large  amount  of 
unemployment  of  2  or  3  weeks'  duration,  and  that  such  saving  will 
make  possible  a  longer  maximum  duration  of  benefits  to  those  unemployed 
longer  than  the  waiting  period.  The  "  actuarial  memorandum "  accom- 
panying this  bill  should  be  consulted,  and  the  appropriate  adjustment 
made  in  the  maxinuim  duration  of  benefits  allowed. 
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(4)  During  trade  dispurtcs. — An  employee  shall  not  be  eligible  for  benefits 
for  any  week  in  which  his  total  or  partial  unemployment  is  directly  due  to  a 
labor  dispute  still  in  active  progress  in  the  establishment  in  which  he  is  or 
was  last  employed. 

(5)  Voluntary  leaiHng. — An  employee  who  has  left  his  employment  volun- 
tarily without  good  cause  connected  with  such  employment  shall  be  ineligible 
for  benefits  for  the  week  in  which  such  leaving  occurred  and  for  the  3  next 
following  weeks;  provided,  moreover,  that  such  weeks  shall  be  charged  (as 
if  benefits  for  total  unemployment  had  been  paid  therefor)  against  the  em- 
ployee's most  recent  weeks  of  employment  (by  the  employer  in  question) 
against  which  benefits  have  not  previously  been  charged  hereunder. 

Note. — The  above  subsection  (5)  is  considered  to  be  equitable.  The 
period  of  disqualification  may,  of  course,  be  lengthened,  or  the  person 
quitting  voluntarily  without  reasonable  cause  may  be  entirely  disqualified, 
if  the  State  so  desires. 

(6)  Discharge  for  misconduct. — An  employee  who  has  been  discharged  for 
proved  misconduct  ('(mnected  with  his  employment  shall  thereby  become  ineli- 
gible for  benefits  for  the  week  in  which  such  discharge  occurred  and  for  not 
less  than  the  3  nor  more  than  the  6  next  following  weeks,  as  determined 
by  the  commission  in  each  individual  case;  provided,  moreover,  that  the  ineligi- 
ble weeks  thus  determined  shall  be  charged  (as  if  benefits  for  total  unem- 
ployment had  been  paid  therefor)  against  the  employee's  most  recent  weeks  of 
employment  (by  the  discharging  employer)  against  which  benefits  have  not 
previously  lieen  charged  hereunder,  and  shall  also  be  counted  against  his 
maximum  weeks  of  benefit  per  year. 

Note. — The  above  provision  leaves  desirable  flexibility,  so  that  the 
penalty  can  be  varied  to  suit  the  circumstances  of  each  individual  case. 
The  following  is  a  more  rigid  (alternative)  provision: 
(6)  Discharge  for  misconduct. — An  employee  who  has  been  discharged 
for  proved  misi^^mduct  connected  with  his  employment  shall  thereby  be- 
come ineligible  for  any  further  benefits  based  on  his  past  weeks  of  em- 
ployment by  the  discharging  employer,  and  also  ineligible  for  benefits 
(based  on  other  employment)  for  the  week  in  which  such  discharge  oc- 
curred and  for  the  3  next  following  weeks ;  provided,  moreover,  that 
such  weeks  shall  be  counted  (as  if  benefits  for  total  unemployment  had  been 
paid  therefor)  against  the  employee's  maximum  weeks  of  benefit  per  year. 

(7)  Refusal  of  suitable  employment. — If  an  otherwise  eligible  employee 
fails,  without  good  cause,  either  to  appl.v  for  suitable  employment  when  notified 
by  the  employment  office,  or  to  accept  suitable  employment  when  offered  him, 
he  shall  thereliy  become  ineligible  for  benefits  for  the  week  in  which  such  failure 
occurred  and  for  the  8  next  following  weeks ;  provided,  moreover,  that  such 
weeks  shall  be  charged  (as  if  benefits  for  total  unemployment  had  l>een  paid 
therefor)  against  the  employee's  most  recent  weeks  of  employment  against 
which  benefits  have  not  previously  been  charged  hereunder,  and  shall  also  be 
counted  against  his  maximum  weeks  of  benefit  per  year. 

"  Suitable  employment "  shall  mean  any  employment  for  which  the  em- 
ployee in  question  is  reasonably  fitted,  which  is  located  within  a  reasonable 
distance  of  his  i-esidence  or  last  employment,  and  which  is  not  detrimental  to 
his  health,  safety,  or  morals.  No  employment  shall  be  deemed  suitable,  and 
benefits  shall  not  be  denied  under  this  act  to  any  otherwise  eligilile  employee 
for  refusing  to  accept  new  work,  under  any  of  the  following  conditions:  (a)  If 
the  position  offered  is  vacant  due  directly  to  a  strike,  lockout,  or  other  labor 
dispute:  (ft)  if  the  wages,  hours,  and  other  c'mditions  of  the  work  offered  are 
less  favorable  to  tlie  employee  than  those  prevailing  for  similar  work  in  the 
locality:  (c)  if  acceptance  of  such  employment  would  either  require  the  em- 
ployee to  join  a  company  union  or  would  interfere  with  his  joining  or  retaining 
membership  in  any  bona  fide  labor  organization. 

Note. — The  above  definition  of  "  suitable  employment "  is  required  in  the 
Federal  bill,  and  the  wording  of  the  entire  last  sentence  should  not  be 
altered. 

{Optional  provision) 

(8)  Employees  barred  from  benefits  by  wage  disqiialifiation. — An  employee 
shall  not  be  eligible  for  any  benefits  whatever  based  on  his  past  weeks  of 
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employment  by  a  given  employer,  if  he  loses  his  employment  with  such 
emplnyer  after  being  regularly  employed  by  him  (for  at  least  20  out  of  the 
last  24  calendar  months)  on  a  minimum  salary  basis  (payable  and  paid,  for 
each  of  such  20  months,  whether  or  not  the  employer  had  wage-earnini;  work 
available  for  the  employee)  amounting  to  at  least  $  —  per  month. 

Note.— No  State  is  required  to  include  in  its  law  the  above  subsection 
(8).  Any  denial  of  benefits  to  an  employee,  because  his  wages  have  been 
relatively  high,  is  very  complicated  to  administer,  and  apt  to  be  inequitable 
in  many  cases. 

The  $15  weekly  benefit  maximum  will  in  itself  result  in  higaaer-paid 
workers  receiving  in  benefits  a  relatively  lower  percentage  of  their  full-time 
weekly  wages. 

If  some  wage-disqualification  is  to  be  used,  it  should  not  be  based  on 
mere  hourly  or  weekly  wage  rates  but  rather  on  annual  (salary)   earning. 
Hence,  the  above  subsection  is  set  forth   (as  the  best  provision  of  this 
type),  without  being  recommended. 

SECTION    S.    SETTl-KMENT  OF  BENEFIT  CLAIMS 

Note  on  handling  claims. — The  following  section  has  the  great  advant- 
age of  leaving  the  appeal  arrangements  flexible,  so  that  they  can  be  set 
up  (and  changed)  by  tlie  administrative  authority  after  further  study  and 
experience,  without  the  necessity  of  legislative  amendments. 
(1)  FiJinff- — Benefit  claims  shall  be  filed  at  the  employment  ofBce,  pursuant 
to  general  commission  rules. 

(21  Initial  detentiiiiation. — A  deputy  designated  by  the  commission  shall 
prouii)tly  determine  whether  or  not  the  claim  is  valid,  and  the  amount  of 
benefits  apparently  payable  rhereunder,  and  shall  duly  notify  the  employee  and 
his  most  recent  employer  of  such  decision.  Benefits  shall  be  paid  or  denied 
accordingly,  unless  either  party  requests  a  hearing  within  5  calendar  days 
after  such  notification  was  delivered  to  him  or  was  mailed  to  his  last  known 
address. 

(3)  Appeals. — Unless  such  request  for  a  hearing  is  withdrawn,  the  claim 
thus  disputed  shall  be  promptly  decided,  after  affording  both  parties  reasonable 
opportunity  to  be  heard,  by  such  appeal  tribunal  as  the  commission  may 
designate  or  establish  for  this  purpose.  The  parties  shall  be  duly  notified  of 
such  tribunal's  decision,  which  shall  be  deemed  a  final  decision  by  the  com- 
mission except  in  cases  where  tlie  commission  acts  on  its  own  motion  or, 
pursuant  to  general  rules,  permits  the  parties  to  initiate  further  appeal  or 
review. 

(4)  Appeal  tribunals. — To  hear  and  decide  disputed  claims,  the  commission 
may  establish  one  or  more  appeal  tribunals  consisting  in  each  case  of  1 
full-time  salaried  examiner  (,or  commissioner)  who  shall  serve  as  chairman, 
and  of  2  other  members,  namely  an  employer  or  representative  of  employers 
and  an  employee  or  i-epresentative  of  employees,  who  shall  each  be  paid  a  fee 
of  not  more  than  .$10  ])er  day  of  active  service  on  such  tribunal  (pins  necessary 
expenses)  and  shall  serve  until  replaced  by  the  commission,  except  that  no 
person  shall  hear  any  case  in  which  he  is  a  directly  interested  party.  The 
chairman  of  such  appeal  triliunal  may  act  for  it  at  any  session  in  the  absence 
of  one  or  both  other  memi»<>rs,  pi-ovided  they  have  had  due  notice  of  such 
session. 

(5)  Procedure. — The  manner  in  which  claims  shall  be  presented,  the  reports 
thereon  required  from  the  employee  and  from  employers,  and  the  conduct  of 
hearings  and  ai>peals  shall  i»e  governed  by  general  commission  ruh-s  (whether 
or  not  they  conform  to  common  law  or  statutory  rules  of  evidence  and  other 
technical  rules  of  procedure)  for  determining  the  rights  of  the  parties.  A 
full  and  complete  record  shall  be  kept  of  all  proceedings  in  connection  with 
a  disputed  claim.  All  testimony  at  any  hearing  shall  be  taken  down  by  a 
stenograplier,  but  need  not  Ix-  transcribed  unless  the  disputed  claim  is  further 
appealed. 

((>t  Comjnission  review. — The  commission  shall  have  the  power  to  remove 
or  transfer  the  proceedings  on  any  claim  pending  l)efore  a  deputy,  appeal 
tribunal,  or  commissioner;  and  may  on  its  own  motion  (within  10  days  after 
the  date  <>t  any  decision  by  a  deputy,  appeal  tribunal,  commissioner,  or  by  the 
conunission  as  a  body)  aflirni,  reverse,  change,  or  set  aside  any  such  decision, 
on  tlie  hasis  of  the  evidence  previou.sly  submitted  in  such  case,  or  direct  the 
taking  of  additional  testimony. 
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(7)  Appeal  to  courts. — Except  as  thus  provided,  any  decision  (unless  ap- 
pealed pursuant  to  general  commission  rules)  shall,  10  days  after  the  date  of 
such  decision,  become  the  final  decision  of  the  commission,  and  all  findings  of 
fact  made  therein  shall  (in  the  absence  of  fraud)  be  conclusive;  and  such 
decision  shall  then  be  subject  to  judicial  review  solely  on  questions  of  law. 
Such  judicial  review  shall  be  barred  unless  the  plaintiff  party  has  used  and 
•exhausted  the  remedies  provided  hereunder  and  has  commenced  judicial  action 

(with  notice  to  the  commission)  within  10  days  after  a  decision  hereunder  has 
become  the  final  decision  of  the  commission  in  the  disputed  case. 

(8)  Oaths  and  witnesses. — In  the  discharge  of  their  duties  under  this  section 
any  deputy,  any  member  of  an  appeal  tribunal,  and  any  examiner,  commis- 
sioner, or  duly  authorized  representative  of  the  commission  shall  have  power 
to  administer  oaths  to  persons  appearing  before  them,  take  depositions,  certify 
to  ofiicial  acts,  and  by  subpenas  (served  in  the  manner  in  which  court  sub- 
I)enas  are  served)  to  compel  attendance  of  witnesses  and  the  production  of 
books,  papers,  documents,  and  records  necessary  or  convenient  to  be  used  by 
them  in  eonnection  with  any  dispuied  claim.  Witnes>;  fees  and  other  expenses 
involved  in  proceedings  under  this  section  shall  be  paid  to  the  extent  necessary, 
at  rates  specified  by  general  commission  rules,  from  the  unemployment  admin- 
istration  fund. 

SEOnON  9.   COURT  EE^'IEW 

Each  State  sliould  draft  a  section  consistent  with  its  judicial  structure  and 
procedure.  This  section  should  specify:  (1)  Type  of  legal  action,  (2)  the 
court  or  courts  to  be  used,  (3)  transmission  by  the  commission  of  the  record 
in  the  case,  (4)  assessment  of  court  costs,  etc. 

Some  States  have,  under  their  accident  compensation  laws,  found  it  desirable 
to  have  a  single  court  handle  all  such  cases,  thereby  developing  a  tribunal 
with  specialized  knowledge  and  experience  in  this  field.  Such  procedure  might 
well  be  followed  in  the  new  field  of  unemployment  compensation. 

Note  on  Administrative  Organization.  {Possible  types). — The  work  involved 
in  the  administration  of  a  State  unemployment  compensation  law  will  be  very 
considerable. 

The  administrative  expenses  (including  the  operation  of  public  employment 
offices),  judging  by  experience  abroad,  will  be  at  least  10  percent  of  the  annual 
contributions.  For  each  million  of  population,  if  the  State's  employment  and 
wage  rates  are  about  the  average  of  the  entire  country,  unemployment  com- 
pensation contributions  (at  3  percent)  would  average  about  $3,500,000  aniiiially 
under  existing  conditions,  and  the  administrative  expenses  (at  10  percent) 
would  be  about  $350,000  annually  (per  million  of  population)  after  benefits 
start.  (Federal  grants  will  cover  most  of  these  administration  costs,  provided 
the  State  administration  complies  with  Federal  standards.) 

Hence,  many  States  will  desire  to  create  a  new  full-time  commission,  suitable 
for  dealing  with  the  many  new  accounting,  legal,  and  administrative  problems. 
This  bill  embodies  the  organization  of  such  a  commission  (see  sec.  10,  below), 
brlefiy  as  follows: 

1.  Administration  by  a  new  salaried  commission  of  three  members,  which 
will  determine  the  policies,  adopt  necessary  rules  and  regulations,  act  as  the 
"board  of  review  for  appealed  cases,  and  have  general  supervision  of  the  routine 
administration  through  a  director  or  a  secretary. 

However,  some  States,  in  the  light  of  their  present  administrative  organiza- 
tion or  because  of  a  smaller  volume  of  work,  may  wish  to  consider  the  following 
alternative  plans  of  organization : 

2.  Administration  under  the  present  labor  department,  but  with  a  new  divi- 
sion headed  by  an  executive  director  in  direct  charge  of  administering  the 
unemployment  compensation  act  and  the  employment  offices.  If  this  is  done, 
a  part-time  or  full-time  commission  to  help  in  formulating  general  policies  and 
to  review  appealed  benefit  cases  is  desirable. 

3.  A  new  part-time  (per  diem)  board,  with  a  salaried  executive  director. 
Such  a  part-time  board  would  review  appealed  benefit  cases,  have  jurisdiction 
over  general  policies,  pass  upon  rules  and  regulations,  and  be  responsible  for 
the  administration,  selecting  the  director  who  would  be  subject  to  the  board. 
(Such  a  part-time  board  should  be  used  in  smaller  States.) 

4.  Administration  by  a  single  new  commissioner,  with  a  part-time  (ner 
diem)  board  appointed  by  him.  Such  a  part-time  board  might  well  review 
appealed  benefit  cases,  and  would  advise  the  commissioner  on  general  policies. 
>(Such  part-time  board  should  be  used  only  in  smaller  States.) 
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SECTION     in.     UNEMPLOYMENT    OOMPENSATION     COMMISSION 

(1)  Ori/uniaution. — There  is  hereby  created  a  commission  of  three  members^ 
to  be  known  as  the  unemployment-compensation  commission  of . 

(State) 

The  members  of  the  commission  shall  be  appointed  by  the  Governor  within 
!tO  (lays  after  tlie  passajie  of  tliis  act.  The  conimissioticrs  thus  appointed  shall 
serve,  as  desi.t,'natod  by  tlie  Governor  at  the  time  of  apiwiiitment,  1  for  a  term 
of  2  years,  1  for  a  term  of  4  years,  and  1  for  a  term  of  0  years.  At  the  expi- 
ration of  such  initial  terms  apixiintments  shall  be  made  for  a  term  of  6  }  ears 
in  each  case.  Any  apiK)intment  to  a  vacancy  shall  be  for  the  unexpired  term 
in  question.  No  c<mnnissioner  shall,  durins  his  term  of  office,  engage  in  any 
other  business,  vocation,  or  employment,  or  serve  as  an  oflicer  or  committee 
member  of  any  political  party  organization.  Tlie  Governor  may  at  any  time, 
after  public  liearing,  remove  any  commissioner  f(n-  gross  inefficiency,  neglect  of 
duty,  malfeasance,  misfeasance,  or  nonfeasance  in  office. 

(2)  HiliirU's. — Each  commissioner  shall  be  paid  r.  fixed  monthly  salary,  at 
the  rate  of thousand  dollars  per  year  of  service,  from  the  unemploy- 
ment adnunistration  fund. 

Note. — To  secure  persons  with  ability,  training,  and  experience  reason- 
ably equal  to  their  new  and  difficult  task,  the  State  shimld  expect  to  pay 
each  commissioner  approximately  $2,000  per  million  of  State  population, 
but  not  less  than  $4,000  in  any  event. 

(:i)  Quorum. — Any  two  commissioners  shall  constitute  a  quorum  to  transact 
business.  No  vacancy  shall  impair  the  right  of  tlie  remaining  commissioners 
to  exercise  all  of  the  ix)wers  of  the  commission,  so  bmg  as  a  majority  re- 
main. Tlie  commission  shall  determine  its  own  organization  and  methods  of 
jiroeedure. 

(1)  Duties  and  powers  of  commission. — It  shall  be  the  duty  of  the  commis- 
.sion  to  administer  this  act ;  and  it  shall  have  power  and  autlntrity  to  adopt 
and  enforce  all  reasonable  rules  and  orders  necessary  or  suitable  to  that  end. 
and  to  employ  any  person,  make  any  exjienditures.  re(iuire  any  reports,  and 
take  any  other  action  (within  its  means  and  consistent  with  the  provisions 
of  this  act)  necessary  or  suitable  to  that  end.  Annually,  by  the  1st  day  of 
Febiuai-y.  the  commission  shall  submit  to  the  Governor  a  summary  report 
covering  the  administration  and  operation  of  this  act  during  the  preceding 
calendar  year  and  making  such  recommendations  as  the  commission  deems 
proper.  Whenever  the  commission  believes  that  a  change  in  contribution 
and/or  benefit  rates  will  become  necessary  to  protect  the  solvency  of  the  fund 
it  shall  at  once  inform  the  Governor  and  the  legislature  thereof  and  make 
rec«»mmendations  accordingly. 

(2)  General  commission  rtdes. — General  rules,  interpreting  or  applying  this 
act  and  affecting  all  (or  classes  of)  employers,  emplo.vees,  or  other  persons 
or  agencies  shall  be  adopted  by  the  commission  only  after  discussion  with  a 
representative  State-wide  advisory  council  (constituted  as  herehiafter  de- 
scribed) or  after  public  hearing  (before  the  commission)  of  which  notice  has 
been  given  through  the  press.  Such  general  commission  rules  shall,  upon 
adoption  by  a  majority  of  the  commission,  be  duly  recorded  in  irs  minutes  and 
be  filed  with  the  Secretary  of  State  and  shall  thereupon  take  legal  effect. 
Such  rules  may  be  amended  in  the  same  manner  as  is  above  provided  for  their 
adoption. 

(3)  Publiraiion. — The  commission  sliall  cause  to  be  printed  in  proper  form 
for  distribution  to  tlie  public  the  text  of  this  act,  tiie  cninmission's  general 
rules,  its  annual  report  to  the  Governor,  and  any  other  mateiial  the  commis- 
sion deems  relevant  and  suitable,  and  shall  furnish  the  same  to  any  jterson  upon 
application  therefor;  and  such  printing  and  availability  uiion  app'ication  shall 
be  deemed  a  sufficient  publication  of  the  same. 

(4)  Personnel. — The  commission  is  anthorizetl.  within  its  means,  to  appoint 
and  fix  the  con)i)ensation  of  such  oflicers.  accountants,  attorneys,  experts,  and 
other  persons  as  are  necessary  in  tlie  exi'cution  of  its  funciions.  All  jxisitions 
in  the  administration  of  this  act  sliall  be  filled  by  persons  selected  and  apiMiinted 
on  a  nonpartisan  merit  basis,  under  rules  and  regulations  of  the  commission. 
Th»'  commission  sliall  not  employ  or  pay  any  person  who  is  serving  as  an  officer 
or  committee  member  of  any  political  party  organization.  The  commission 
shall  fix  the  duties  and  powers  of  all  persons  thus  employed  and  may  authorize 
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4iny  such  person  to  do  any  act  or  acts  which  could  lawfully  be  done  by  a  com- 
missioner. The  commission  may,  in  its  discretion,  bond  any  person  handling 
moneys  or  signing  checks  hereunder. 

Note. — A  nonpartisan  merit  basis  must  be  used  to  secure  any  Federal 
money  for  administrative  costs. 

(5)  Advisory  councils. — The  commission  shall  appoint  a  State-wide  advisory 
•council  and  local  advisory  councils,  composed  in  each  case  of  equal  numbers 
of  employer  representatives  and  employee  representatives  (namely  of  persons 
who  may  fairly  be  regarded  as  thus  representative  because  of  their  vocation, 
employment,  or  affiliations),  and  of  such  members  representing  the  public  gen- 
erally as  the  commission  may  designate.  Such  councils  shall  aid  the  commis- 
sion in  formulating  policies  and  discussing  problems  related  to  the  adminis- 
tration of  this  act  and  in  assuring  impartiality,  neutrality,  and  freedom  from 
political  influence  in  the  solution  of  such  problems.  Such  advisory  councils 
shall  serve  without  compensation,  but  shall  be  reimbursed  for  any  necessary 
-expenses. 

(6)  Employment  stabilization. — It  shall  he  one  of  the  purposes  of  this  act 
to  promote  tiie  legularization  of  employment  in  enterprises,^  localities,  industries, 
and  tlie  State.  The  commission,  with  the  advice  and  aid  of  its  advisory 
councils,  shall  take  all  appropriate  steps  within  its  means  to  reduce  and 
prevent  unemployment ;  to  encourage  and  assist  in  the  adoption  of  practical 
methods  of  vocational  training,  retraining,  and  vocational  guidance ;  to  investi- 
gate, recommend,  advise,  and  assist  in  the  establishment  and  operation,  by 
municipalities,  counties,  and  scJiool  districts,  and  the  State,  of  reserves  for 
public  works  to  be  used  in  times  of  business  depression  and  unemployment ; 
to  promote  the  reemployment  of  unemployed  workers  throughout  the  State 
in  every  other  way  that  may  be  feasible ;  and  to  these  ends  to  employ  experts 
and  to  carry  on  and  publish  the  results  of  investigations  and  research  studies. 

(7)  Records  and  reports. — Every  employer  (of  any  person  in  this  State) 
:shall  keep  true  and  accurate  employment  records  of  all  persons  employed  by 
him,  and  of  the  weekly  hours  worked  for  him  by  each,  and  of  the  weekly 
wages  paid  him  to  each  such  person.  Such  records  shall  be  open  to  inspection 
by  the  commission  or  its  authorized  representatives  at  any  reasonable  time 
and  as  often  as  may  be  necessary.  The  commission  may  require  from  any 
■employer  (of  any  person  in  this  State)  any  reports  covering  persons  employed 
by  him,  on  employment,  wagen,  hours,  unemployment,  and  related  matters, 
-which  the  commission  deems  necessary  to  the  effective  administration  of  this 
act.  Information  thus  obtained  shall  not  be  published  or  be  open  to  public 
inspection  in  any  manner  revealing  the  employer's  liability,,  and  any  commission 
employee  guilty  of  violating  this  provision  shall  be  subject  to  the  penalties 
provided  in  this  act. 

(8)  Representation  in  court. — On  request  of  the  commission  the  attorney 
general  shall  represent  the  conuiiission  and  the  State  in  any  court  action 
relating  to  this  act  or  to  its  administration  and  enforcement,  except  as  special 
•counsel  may  be  designated  by  the  commission  with  the  approval  of  the  Governor 
and  except  as  otherwise  provided  in  this  act. 

(9)  State-Federal  cooperation. — The  commission  is  hereby  authorized  and 
•directed  to  cooperate  in  all  necessary  respects  with  the  appropriate  agencies 
and  departments  of  the  Federal  Government  in  the  administration  of  this 
act  and  of  free  public  employment  offices ;  and  to  make  all  reports  thereon 
requested  by  any  directly  interested  Federal  agency  or  department ;  and  to 
accept  any  sums  allotted  or  apportioned  to  the  State  for  such  administration, 
and  to  comply  with  all  reasonable  Federal  regulations  governing  the  expendi- 
tures of  such  sums. 

(10)  Emploiinient  offices. — The  commission  shall  establish  and  maintain  such 
free  public  employment  offices,  including  such  branch  offices,  as  may  be  neces- 
sary for  the  proper  administration  of  this  act.  The  commission  shall  maintain 
a  division  for  this  purpose.  The  existing  free  public  employment  offices  of  the 
State  (if  any)  shall  be  transferred  to  the  jurisdiction  of  such  division;  and 
upon  such  transfer  all  duties  and  powers  conferred  by  law  upon  any  other 
department,  agency,  or  officer  relating  to  the  establishment,  maintenance,  and 
•operation  of  free  public  employment  offices  shall  be  vested  in  such  division. 
All  moneys  thereafter  made  available  by  or  received  by  the  State  for  the  State 
employment  service  shall  be  paid  to  (and  expended  from)  the  unemployment 
fidministration  fund,  and  a  special  "employment  service  account"  shall  be 
maintained  for  this  purpose  as  a  part  of  said  fund. 


606  ECONOMIC    SFXUJilTY    ACT 

SEC.  12.   ACCEPTANCE   OK    ACT    »)K    CONGRESS    1:KI,ATIN(;    TO    EMPLOYMENT    SKRVICE 

(1)  Formal  acccptumv. — Tlie  State  hereby  accepts  tlie  pntvisions  of  the 
Wagner-Peyser  Act.  apiiroved  .June  0,  1933  (48  Stat.  113,  U.  S.  C.  title  29. 
sec.  49  (c)  ),  "An  act  to  provide  for  the  estal)lishment  of  a  national  emplDyment 
system  and  for  cooperation  witli  tlie  States  in  the  i>roniotion  of  snch  system, 
and  for  other  purposes",  in  conformity  with  section  4  thereof,  and  will  observe 
and  comply  with  the  requirements  of  .said  act  of  Congress. 

(2)  8tate  eniijJoiiment  nervier. — There  is  hei-e)iy  created,  under  the  Unem- 
ployment  Compensation   Commission,  a   division  to  be  known  as  the  " 

State  Employment  Service",  which  shall  be  affiliated  with  the  United  States 
Employment  Service.  The  said  division  is  hereby  designated  and  constituted 
the  ;'i:ents  of  this  State  for  the  purposes  of  the  Wagner-Peyser  Act.  The  said 
division  shall  be  administered  by  a  full-time  salaried  director,  who  is  hereby 
given  full  power  to  cooperate  with  all  authorities  of  the  United  States  having 
powers  or  duties  under  the  said  act  of  Congress  and  to  do  and  perform  all 
things  necessary  to  secure  to  this  State  the  benefits  of  the  said  act  of  Congi-ess 
in  the  promotion  and  maintenance  of  a  system  of  public  employment  offices. 

(3)  Financing. — All  moneys  made  available  by  or  received  by  this  State 
under  said  act  of  Congress  shall  be  paid  into  a  special  "  employment  .service 
account "    in    the    unemployment   administration    fund,    and    said    moneys    are 

hereby   appropriated   and   made   available  to   the   " State  Employment 

Service  "  to  be  exijended  as  provided  by  this  act  and  by  said  act  of  Congress. 

Note.— The  Federal  economic  security  measure  requires  that  the  State 
accept  the  provisions  of  the  Wagner-Peyser  Act,  for  the  establishment 
of  an  effective  system  of  public  employment  offices. 

The  above  section  can  be  used  for  this  purpose,  and  can  proiierly  be 
included  in  this  bill  even  where  tlie  State  has  already  accepted  the  Wagner- 
Peyser  Act. 

This  bill  places  the  State  employment  service  under  the  commission  ad- 
ministering the  unemployment  compensation  law,  as  is  proper  and  vir- 
tually necessary  for  the  effective  operation  of  both  the  service  and  the  law. 

However,  i;:  case  ;;  givei)  Statt  does  not  wisii  to  place  its  State  employ- 
ment service  under  the  Unemployment  Compensation  Commission,  then 
the  above  section  should  be  omitted  or  modified,  and  subsection  (10)  of 
section  11  should  also  be  modified.  The  governor  or  the  State's  labor 
department  should  in  that  case  secure  advice  from  the  United  States  Em- 
ployment Service,  Department  of  Labor,  Washington,  D.  C,  on  the  pro- 
cedure and  changes  in  this  bill  which  would  in  that  case  become  necessary. 

SEOnON    13.    RECIPROCAL  BENEFIT  ABRANGEMENTS    WITH   OTHEK   STATES 

The  commission  is  hereby  authorized,  subject  to  approval  by  the  governor, 
to  enter  into  reciprocal  arrangements  with  the  proper  authorities,  in  the  case 
of  any  other  unemployment  compenastion  system  established  by  any  State  law 
or  by  an  act  of  Congress,  as  to  persons  who  have  (after  acquirin^i  rights  to 
benefits  under  this  act  or  under  such  other  system)  newly  come  under  this  act 
or  under  such  other  system,  wlierelv  such  benefits  (or  substantially  equivalent 
benefits)  shall  be  paid  (or  both  paid  and  financed)  in  whole  or  in  part  through 
(f)r  by)  the  fund  of  tlie  unemployment  compensation  system  newly  applicable 
to  such  person.  Such  reciprocal  arrangements  shall  be  adopted  and  published 
by  the  commission  in  the  .same  manner  as  its  general  rules. 

Note. — The  above  section  is  designed  to  make  possible  reciprocal  arrange- 
ments whereby  an  employee  will  not  lose  his  benefit  nghts  if  he  moves 
from  one  State  to  the  other,  or  from  employment  covered  by  a  direct  act 
of  ('ongress.     The  wording  should  not  be  altered. 

SECTION    14.    PROTECTION  OP  BIGHTS  AND  BENEFITS 

(1)  Waiver  of  rights  void. — No  agreement  by  an  employee  to  waive  his  right 
to  b!  neflt  or  any  other  right  under  this  act  shall  be  valid.  No  agreement  by 
an  employee  or  l)y  employees  to  pay  all  or  any  portion  of  the  contributions 
required  under  this  net  from  employers  shall  be  valid.  No  employer  shall 
make  or  require  any  deduction  from  wages  to  finance  the  contributions  required 
of  him.  or  require  any  waiver  by  an  employee  of  any  right  hereunder.     Any 
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employee  claiming  a  violation  of  this  section  may  have  recourse  to  the  method 
set  up  in  this  act  for  deciding  benefit  claims;  and  the  commission  shall  have 
power  to  take  any  steps  necessary  or  suitable  to  correct  and  prosecute  any 
such  violation. 

(2)  I/imitation  of  fees. — No  employee  shall  be  charged  fees  of  any  kind  by 
the  commission  or  its  representatives,  in  any  proceeding  under  this  act.  Any 
employee  claiming  benefits  in  any  proceeding  or  court  action  may  be  repre- 
sented by  counsel  or  other  duly  authorized  agent ;  but  no  such  counsel  or 
agents  shall  together  charge  or  receive  for  such  services  more  than  10  per- 
cent of  the  maximum  benefits  at  issue  in  such  proceeding  or  court  action. 

(3)  No  assignment  or  garnishment  of  'benefits. — Benefits  Which  are  due  or 
may  become  due  under  this  act  shall  not  be  assignable  before  payment,  but  this 
provision  shall  not  affect  the  survival  thereof ;  and  when  awarded,  adjudged, 
or  paid  shall  be  exempt  from  all  claims  of  creditors,  and  from  levy,  execution, 
and  attachment  or  other  remedy  now  or  hereafter  pi-ovided  for  recovery  or 
collection  of  debt,  which  exemption  may  not  be  waived. 

SECTION    15.    COLLECTION    OF   CXJNTBIBUTIONS 

(1)  Interest  on,  tardy  payments. — If  any  employer  fails  to  make  promptly, 
by  the  date  it  becomes  due  hereunder,  any  payment  required  to  be  made  by 
him  under  this  act,  he  shall  be  addititmally  liable  (to  the  unemployment  admin- 
istration fund)  for  interest  on  such  payment  at  the  rate  of  1  percent  per 
month  from  the  date  such  payment  became  due  until  paid,  pursuant  to  general 
commission  rules. 

(2)  Bankmptcii. — In  the  event  of  an  employer's  dissolution,  bankruptcy, 
adjudicated  insolvency,  receivership,  assignment  for  benefit  of  creditors,  judi- 
cially confirmed  extension  proposal  or  composition,  or  any  analogous  situation, 
contribution  payments  then  or  thereafter  due  under  this  act  shall  have  the 
greatest  priority  (subsequent  to  taxes,  but  at  least  equal  to  wage  claims)  then, 
permitted  by  law ;  but  this  subsection  shall  not  impair  the  lien  of  any  judgment 
entered  upon  any  award. 

(3)  Court  action. — Upon  complaint  of  the  commission,  the  attorney-general 
shall  institute  and  prosecute  the  necessary  actions  or  proceedings  for  the 
recovery  of  any  contributions  or  other  payments  due  hereunder;  or,  at  his 
request  and  under  his  direction,  the  prosecuting  attorney  (of  any  county  ill 
which  the  employer  has  a  place  of  business)  shall  institute  and  prosecute  the 
necessarj'  actions  or  proceedings  for  the  recovery  of  any  contributions  or 
other  payments  due  hereunder. 

SECTION    16.   PENALTIES 

(1)  Whoever  willfully  makes  a  false  statement  or  representation  to  obtain  or 
increase  any  benefit  or  other  payment  under  this  act,  either  for  himself  or  for 
any  other  person,  shall  upon  conviction  be  punished  by  a  fine  of  not  less  than 
$20  nor  more  than  $50,  or  by  imprisonment  in  the  county  jail  not  longer  than 
30  days,  or  by  both  such  fine  and  imprisonment ;  and  each  such  false  statement 
or  representation  shall  constitute  a  separate  and  distinct  offense. 

(2)  Any  employer  (of  any  person  in  this  State)  or  his  agent,  who  willfully 
makes  a  false  statement  or  representation  to  avoid  becoming  or  remaining  sub- 
ject hereto  or  to  avoid  or  reduce  any  contribution  or  other  payment  required  of 
such  employer  under  this  act,  or  who  willfully  fails  or  refuses  to  make  any 
such  contribution  or  other  payment  or  to  furnish  any  reports  duly  required 
hereunder  or  to  appear  or  testify  or  produce  records  as  lawfully  required  here- 
under, or  who  makes  or  requires  any  deduction  from  wages  to  pay  all  or  any 
portion  of  the  contributions  required  from  employers,  or  who  tries  to  induce 
any  employee  to  waive  any  right  under  this  act,  shall  upon  conviction  be  pun- 
ished by  a  fine  of  not  less  than  $20  nor  more  than  $200,  or  by  imprisonment  in 
the  county  jail  not  longer  than  60  days,  or  by  both  such  fine  and  imprisonment ; 
and  each  such  false  statement  or  representation,  and  each  day  of  such  failure  or 
refusal,  and  each  such  deduction  from  wages,  and  each  such  attempt  to  induce 
shall  constitute  a  separate  and  distinct  offense.  If  the  employer  in  question 
is  a  corporation,  the  president,  the  secretary,  and  the  treasurer,  or  officers 
exercising  corresponding  functions,  shall  each  be  subject  to  the  aforesaid 
penalties. 
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(3)  Any  violation,  of  any  provision  of  this  act,  foi-  which  a  penalty  is  neither 
prescribed  above  nor  provided  by  any  other  applicable  statute,  shall  be  punished 
by  a  fine  of  not  less  than  $20  nor  more  than  $50,  or  by  imprisonment  in  the 
county  jail  not  longer  than  30  days,  or  by  both  such  fine  and  imprisonment. 

(4)  On  complaint  of  the  commission  the  fines  specified  or  provided  in  this 
section  may  be  collected  by  the  State  in  an  action  for  debt.  All  fines  thus 
collected  shall  be  paid  to  the  unemployment  administration  fund. 

SEC7TI0N     17.    UNEMPLOYMENT    ADMINISTIiATION     FUND 

(1)  '^picUil  fund. — There  is  liereby  created  the  "  unfmployment  compensa- 
tion administration  fund  ".  to  consist  of  all  mimeys  received  by  the  State  or 
by  the  commission  for  the  administration  of  this  act.  This  special  fund  shall 
be  handled  by  the  ytat(>  treasurer  as  other  State  moneys  are  handled:  but  it 
shall  be  expended  solely  for  the  puri>oses  herein  si)ecifie<^l,  and  its  balances 
shall  not  lapse  at  any  time  but  sliall  remain  continuously  available  to  the  com- 
mission for  expenditure  consistent  herewith. 

(2)  Federal  aidi^. — All  Federal  moneys  allotted  or  apportioned  to  the  State 
by  the  Federal  So<_'i.il  Insurance  Board  (or  other  afi'ncy)  for  the  administra- 
tion of  this  act  shall  be  paid  into  the  unemployment  administration  fund. 

(3)  Employment  service  account. — A  special  "employment  service  account" 
shall  be  maintained  as  a  part  of  said  fund. 

SECTION    IS.    APPROPRIATIONS 

(1)  All  moneys  in  the  unemployment  administration  fund  at  any  time  are 
hereby  appropriated  to  the  unemployment  compensation  commission,  including 
its  employment  service  division. 

(2)  There  is  hereby  appropriated  to  the  employment  service  account  of  the 
unemployment  administration  fund,  from  any  money  in  the  State  treasury  not 
otherwise  api»ropriated,  on  July  1,  1935,  and  aimually  therenfter  on  the  1st 
day  of  July,  the  sum  of  $ " 

SECTION    1!).    SAVING   CLAUSE 

The  legislature  reserves  the  right  to  amend  or  repeal  all  or  any  part  of  this 
act  at  any  time ;  and  there  shall  be  no  vested  private  right  of  any  kind  against 
such  amendment  or  repeal. 

Note. — Tiiis  provision  is  required  by  the  Federal  bill  as  a  condition  for 
the  allowance  of  credits  against  the  Federal  pay-roll  tax. 

SBOriON    20.    SEOPARABn.ITY   OF   PROVISIONS 

If  any  provision  of  this  act,  or  the  application  thereof  to  any  person  or 
circumstance,  is  held  invalid,  the  remainder  of  the  act  and  the  application  of 
such  provision  to  other  persons  or  circumstances  shall  not  be  affected  thereby. 

SECTION   21.    EFFECTI\TE  DATE 

This  act  shall  take  effect  upon  Jiassage. 

Note. — This  section  should  be  modified  where  necessary  to  conform  with 
the  State's  regular  requirements  for  official  publication  (etc.)  prior  to  the 
taking  effect  of  its  State  laws. 

Notk. — Any  State  which  desires  to  do  so  may  of  course  modify  the  fore- 
going bill   (which  now  provides  for  a  completely  pooled  fund),  to  permit 
certain  employers   (or  groups)  to  maintain  within  the  fund: 
(1)   Separate  "employer  accounts"  for  benefits;  and/or 


■*  Thi.s  Kum  should  bo  about  3  cents  per  capita  of  the  State's  population.  (Thus  a  State 
of  1,000.000  Inhabitants  should  make  an  appropriation  of  at  least  $:^0.000. )  This  should 
insure  the  State's  receiving  its  full  share  of  the  Federal  money  now  available  from  the 
United  States  Employment  Service  under  the  Wasner-l'eyser  Act.  Any  State  may  secure 
more  exact  information  on  the  Federal  "matching"  requirements  from  the  United  States 
Employment    Service.    Washington,    D.    C. 

Such  an  appropriation  will  be  relatively  small,  as  compared  to  the  total  cost  of  the 
State's  employnient  service,  in  view  of  its  enlarged  functions  under  this  act.  (The  bulk 
of  the  cost  will  be  financed  from  Federal  money,  raised  largely  from  employers  subject  to 
the  Federal  pay-roll  ta.\  and  the  State  iinemployment  compensation  law.  Not  only  such 
employers  will  benefit  by  an  effective  State-wide  employment  service,  but  also  the  entire 
fommiinlty.)  Hence  it  is  essential  that  the  State  (from  g'-neral  tax  funds)  appropriate 
iit  least  the  suggested  small  fraction  of  the  total  cost  of  its  employment  service. 
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(2)   Separate  "guaranteed  employment  accounts." 

The  Federal  economic  security  measure  includes  certain  standards  which 
would  apply  to  any  such  account  permitted  under  a  State  law.  (The  State 
law  could,  however,  provide  additional  standards.) 

Provisions  (amending  the  foregoing  bill)  to  permit  such  accounts  are 
now  being  drafted  by  the  Committee  on  Economic  Security,  for  due  consid- 
eration by  any  interested  State,  and  will  shortly  be  sent  to  you. 

Pbkliminary  Draft  of  a  Suggested  Altebnativb  State  Unemployment  Com- 
pensation Act  No.  2 

(With  employer!  "reserve"  accounts  and  partial  pooling) 

[Note. — There  is  enclosed  a  suggested  alternative  bill,  providing  for  a  completely  pooled 

fundi 

The  Federal  measure  for  economic  security  now  pending  in  Congress  gives 
every  State  both  opportunity  and  urgent  reason  for  enacting  a  State  unemploy- 
ment compensation  law  in  1935. 

The  Federal  security  measure  permits  employers  to  credit  (against  the  Fed- 
eral pay-roll  tax)  their  contributions  under  any  State  unemployment  compen- 
sation law  which  meets  certain  minimum  Federal  standards. 

Each  State  which  passes  such  a  law  promptly  will  be  able  to  set  up  a  State 
unemployment  compensation  fund,  thus  using  for  State  purposes  that  money 
which  would  otherwise  be  paid,  into  the  Federal  Treasury  by  the  State's 
employers. 

To  assist  each  State  in  enacting  a  suitable  law,  assuring  its  employers  of  the 
Federal  tax  credit,  the  President's  Committee  on  Economic  Security  has  had 
two  model  State  bills  prepared,  after  months  of  study  and  discussion. 

These  bills  are  carefully  drafted  to  meet  all  the  requirements  of  the  Federal 
measure,  including:  (a)  Standards  for  granting  tax  credits  to  employers; 
and  (b)  standards  for  granting  Federal  money  to  pay  the  administrative  costs 
of  such  State  laws. 

(1)  The  attached  model  bill  is  of  the  "reserves"  type.  Under  this  type  of 
bill,  part  of  the  total  contributions  paid  into  the  State  fund  will  be  pooled; 
but  the  major  part  of  each  employer's  contributions  will  be  segregated  (within 
the  fund)  into  separate  employer  accounts,  and  benefits  will  be  paid  from  an 
employer's  account  only  to  his  own  eligible  employees.  After  several  years  of 
contributions  and  benefit  payments  each  employer's  contribution  rate,  will 
depend  on  his  actual  employment  and  benefit  experience. 

(2)  An  alternative  model  bill  of  the  "pooled-fund"  type  is  enclosed.  Un- 
der that  type  of  bill  all  contributions  are  paid  into  a  single,  undivided  fund 
(with  no  segregation  of  the  amounts  paid  in  by  each  employer).  Benefits  will 
be  paid  from  such  pooled  fund  to  any  and  all  eligible  employees.  Provisions 
for  varying  employer  contribution  rates  to  some  extent,  based  on  their  em- 
ployment and  benefit  experience,  may  be  incorporated  in  such  a  bill  if  the 
State  so  desires. 

Wide  latitude  is  thus  left  the  several  States  in  many  respects:  (a))  As  to 
the  general  type  of  uenmployment  compensation  law  to  be  adopted,  with  two 
types  of  model  bill  suggested,  and  also  (b)  as  to  many  other  important  ques- 
tions (amount  and  duration  of  benefits,  etc.). 

It  is  suggested,  however,  that  each  State  executive  or  legislator  who  plans  to 
make  any  change  in  either  of  the  model  bills  (prepared  by  the  Committee  on 
Economic  Security)  might  do  well  to  write  the  committee  for  advice  on  the 
vital  question :  "  Would  the  proposed  change  prevent  the  State  law  from 
qualifying  for  (a)  Federal  tax  credits  to  employers,  and  (b)  Federal  aid  for 
State  administration?  " 

By  thus  writing  the  Committee  on  Economic  Security,  each  State  can  be 
advised  whether  the  proposed  changes:  (a)  Will  meet  Federal  requirements, 
and  (b)  are  consistent,  or  conflict  with  other  provisions  of  the  model  bill  itself. 

The  committee's  address  is  1734  New  York  Avenue,  Washington,  D.  C. 

topical  outline  of  bill 
:Section  1.  Short  title. 

Section  2.  Declaration  of  the  State's  public  policy. 

Section  3.  Definitions:    (1)    Benefit,    (2)    commission,    (3)    contributions,    (4) 
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eligibility,  (5)  employee,  (6)  employer.  (7)  employer's  reserve  account,  (8) 
employment,  (9)  employment  office.  (10)  full-time  weekly  wa,s,'e,  (a)  hourly 
rate  of  earnings,  (b)  full-time  weekly  hours,  (11)  fund,  (12)  partial  unem- 
ployment, (13)  pay  roll,  (14)  pooled  account,  (15)  total  unemployment,  (16) 
unemployment  administration  fund,  (17)  wages,  (18)  waiting-period  unit, 
(10)  week,  (20)  week  of  employment. 

Section  4.  Unemployment  compensation  fund:  (1)  Fund,  (2)  withdrawals,  (3) 
treasurer,  (4)  deposit,  (5)  pooled  account,  ((>)  employer  accounts. 

Section  5.  Contributions:  (1)  Payment,  (2)  standard  rate  of  contributions, 
(3)   193(>'  and  1987  contribution  rates;   (4)   contributions  to  pooled  account, 

(5)  future  total  rates,  based  on  benefit  experience,  (O)  contributions  by 
employees.' 

Section  6.  Benefits:  (1)  Payment  of  benetits,  (2)  weekly  benefits  for  total  un- 
employment, (3)  weekly  benefits  for  partial  unemployment,  (4)  one-to-four 
ratio  of  benefits  to  employment,  (5)  maximum  weeks  of  benefit  in  any  year, 

(6)  lump  sum  benefit  option,    (7)    additional  benefits    (one-to-twenty  ratio). 
Section  7.  Benefit  eligibility  conditions:   (1)  liequired  probationary  period,  (2) 

availability  and  registration  for  work,  (3)  waiting  period ^  (4)  during  trade 
disputes,  (5)  voluntary  leaving,  (6)  discharge  for  misconduct",  (7)  refusal  of 
suitable  employment,  (8)  employees  barretl  from  benefits  by  wage  disqualifi- 
cation.' 
Section  8.  Settlement  of  benefit  claims:  (1)  Filing,  (2)  initial  determination, 
(3)    appeals,    (4)    appeal  tribunals,    (5)    procedure,    (6)    commission   review, 

(7)  appeal  to  courts,  (8)  oaths  and  witnesses. 

Section  9.  Court  Review:  (Not  drafted,  because  of  differences  in  State  courts, 
etc.) 

Section  10.  Unemployment  compensation  commission:  (1)  Organization,  (2) 
salaries,   (3)  quorum. 

Section  11.  Administration:  (1)  Duties  and  powers  of  commission,  (2)  gen- 
eral commission  rules,  (3)  publication,  (4)  i>ersonne!,  (.5)  advisory  councils, 
(6)  employment  stabilization,  (7)  records  and  reports,  (8)  representation  in 
court,  (9)  State-Federal  cooperation.   (10)  employment  ofiices. 

Section  12.  Acceptance  of  act  of  Congress,  relating  to  employment  service : 
(1)   Formal  acceptance,   (2)   State  employment  service,   (3)   financing. 

Section  13.  Reciprocal  benefit  arrangements  with  other  States. 

Section  14.  Protection  of  rights  and  benefits:  (1)  Waiver  of  rights  void,  (2) 
limitation  of  fees,  (3)  no  assignment  or  garnishment  of  benefits. 

Section  15.  Collection  of  contributions:  (1)  Interest  on  tardy  payments,  (2) 
bankruptcy.   (3)   court  action. 

Section  16.  Penalties. 

Section  17.  Unemployment  administration  fund :  (1)  Special  fund,  (2)  Federal 
aids,   (3)  employment-service  account. 

Section  18.  Appropriations. 

Section  19.  Saving  clause. 

Section  20.  Separability  of  provisions. 

Section  21.  Effective  date. 

A  Bill  Relating  to  Unemployment  Compensation,  Pro\^ding  Penalties  and 

Making  Appropriations 

seltion    1.     short  titi.e 

This  act  shall  be  known  and  may  be  cited  as  the  "  unemployment  compensa- 
tion law." 

SECTION    2.    DECLAR-VTION    OF    THE    STATE'S    PUIiLIC    I'OT.K  Y 

Note. — The  sponsor  of  a  State  bill  will  probably  wish  to  draft  the  .state- 
ment of  public  policy.     The  folhjwing  statement   is  ai»propriate  and  may 
be  used  if  desired,  but  this  precise  wording  is  not  e.ssential  to  confoi'm  to 
the  proposed   Federal  legislation: 
As  a  guide  to  the  iiiter])retati<iii  and  apjdication  of  this  act,  the  public  policy 
of  tins  State  is  declared   to  be  as  follows;   Economic  insecurity  due  to  unem- 
ployment  is  a  .serious  menace  to  the  health,  morals,  and  welfare  of  the  people 
of  this   State.     Involuntary  unemployment   is   therefore   a   subject   of  general 


'  liirilonti's   a    completely   optional    provision. 
'Two   iiltiTiiativc   i)i-ovisl<)ns   sUKgested. 
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interest  and  concern  which  requires  appropriate  action  by  the  lef^^islature 
to  prevent  its  spi'ead  and  to  lighten  its  burden,  which  now  so  often  fails  witk 
dtushing  force  upon  the  unemployed  worker  and  his  family.  Social  security 
requires  protection  against  this  greatest  hazard  of  our  economic  life.  This, 
■can  best  be  provided  by  requiring  the  systematic  accunuilation  by  employers  of 
reserve  funds,  from  which  cash  benefits  can  be  paid  to  their  workers  when 
unemployed.  A  sound  unemployment  compensation  law  should  help  to  en- 
courage employers  to  provide  more  steady  work,  to  maintain  the  purdia.sing 
power  of  workers  becoming  unemployed,  and  thus  to  prevent  and  limit  the 
serious  social  consequences  of  poor  relief  assistance.  The  legislature,  there- 
:fore,  declares  that  in  its  considered  judgment  the  public  good  and  the  general 
welfare  of  the  workers  of  this  State  require  the  enactment  of  this  measure  for- 
the  compulsory  setting  aside  of  unemployment  reserves  to  be  used  fm-  the- 
ibenefit  of  persons  unemployed  through  no  fault  of  their  own. 

SECTION    3.    DEFINITIONS 

The  following  words  and  phrases  as  used  in  this  act  shall  have  the  following 
mieanings  unless  the  context  clearly  requires  otherwise : 

(1)  "  Benefit "  means  the  money  payable  to  an  employee  as  compensation 
f<0r  his  wage  losses  due  to  unemployment  as  provided  in  this  act. 

(2)  "Commission"  means  the  Unemployment  Compensation  Commission 
esitablished  by  this  act  or  its  authorized  representative. 

Note. — If  another  administrative  agency  than  that  suggested  herein 
is  used,  the  name  of  such  agency  should  be  abbreviated  and  defined, 
and  when  the  word  "  commission  "  appears,  the  abbreviated  name  of  such 
a^ncy  should  be  substituted. 

(3)  "Contributions"  means  the  money  payments  to  the  State  unemployment 
compensation  fund  pursuant  to  this  act. 

(4)  Eligibility:  An  employee  shall  be  deemed  "eligible"  for  benefits  for 
any  given  week  of  his  partial  or  total  unemployment  (occuiTing  subsequent  to 
any  required  waiting  period)  only  when  he  is  not  disqualified  by  any  provision 
of  this  act  from  receiving  benefits  for  such  week  of  unemployment. 

(5)  "Employee"  means  any  person  employed  by  an  employer  subject  to 
this  act  and  in  employment  subject  to  this  act. 

(6)  "  Employer "  means  any  person,  partnership,  association,  corporation, 
whether  domestic  or  foreign,  or  the  legal  representative,  trustee  in  bankruptcy, 
receiver,  or  trustee  thereof,  or  the  legal  representative  of  a  deceased  person, 
including  this  State  and  any  municipal  corporation  or  other  political  sub- 
division thereof,^  who  or  whose  agent  or  predecessor  in  interest  has  employed 
at  least  four  persons  in  employment  subject  to  this  act  within  each  of  13  or 
more  calendar  weeks  in  the  year  1935  or  any  subsequent  calendar  year:  Pro- 
vided, That  such  employment  in  1935  shall  make  an  employer  subject  on  Jan- 
uary 1,  1936,  and  such  employment  in  any  subsequent  calendar  year  shall  make 
a  newly  subject  employer  subject  for  all  purposes  as  of  January  1  of  the  cal- 
endar year  in  which  such  employment  occurs.  In  determining  whether  an 
employer  (of  any  person  in  the  State)  employs  enough  persons  to  be  an  "em- 
ployer" subject  hereto,  and  in  determining  for  what  contributions  he  is  liable 
hereunder,  he  shall,  whenever  he  contracts  with  any  contractor  or  subcontrac- 
tor for  any  work  which  is  part  of  his  usual  trade,  occupation  profession,  or 
business,  be  deemed  to  employ  all  persons  employed  by  such  contractor  or 
subcontractor  on  such  work,  and  he  alone  shall  be  liable  for  the  contriliutions 
measured  by  wages  paid  to  such  persons  for  such  work;  excei^t  as  any  snch 
contractor  or  subcontractor,  who  would  in  the  absence  of  the  foregoing  pro- 
visions be  liable  to  pay  said  contributions,  accepts  exclusive  liability  for  said 
contributions  under  an  agreement  with  such  employer  made  pursuant  to  gen- 
eral commission  rules.  All  persons  thus  employed  by  an  employer  (of  any 
person)  within  the  State,  in  all  of  his  several  places  of  employment  main- 
tained within  the  State,  shall  be  treated  as  employed  by  a  single  "  employer  " 
for  the  purposes  of  this  act :  Provided,  moreover,  That  where  any  person, 
partnership,   association,    corporation,    whether    domestic    or    foreign,    or    the 


3  The  inclusion  of  the  State  and  local  governments  as  employers  is  not  required  in  the 
proposed  Federal  legislation.  Congress  does  not  have  the  power  to  tax  the  pay  rolls  of 
State  and  local  governments,  and  obviously  could  not  require  State  and  local  govern- 
ments to  contribute  to  a  State  unemployment  compensation  act.  It  is  suggested,  however, 
that  State  and  local  employees  be  covered,  except  those  in  the  employments  exempted  in 
paragraphs    (a)    to    (d)    of  the  "employment"  definition   below. 
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legal  representative,  trustee  in  bankruptcy,  receiver,  or  trustee  tliereof,  or  tlie 
leyal  representative  of  a  deceased  person,  eitlier  directly  or  through  a  holding 
company  or  otherwise,  has  a  majority  control  or  ownership  of  otherwise  sepa- 
rate l)usiness  enterprises  employing  i>orsons  in  the  State,  all  such  enterprises 
shall  be  treated  as  a  single  "  employer  "  for  the  purposes  of  this  act.  Any  em- 
ployer subject  to  this  act  shall  cease  to  be  subject  hereto  only  upon  a  written 
application  by  him  an»l  after  a  finding  by  the  Commission  that  he  has  not 
within  any  calendar  week  within  the  last  completed  calendar  year  employed 
four  or  more  iwrsons  in  employment  subject  hereto.  Any  employer  (of  any 
person  within  the  State)  not  otherwise  subject  to  this  act  shall  become  fully 
sui>ject  hereto,  upon  filing  by  such  employer  with  the  Commission  of  his 
election  to  become  fully  subject  her(»to  for  not  less  than  2  calendar  years,  sub- 
ject to  written  approval  of  such  election  by  the  Commission. 

(7)  "Employer's  reserve  accoimt  "  means  a  .separate  benefit  reserve  account 
maintained  within  the  fund  for  tlie  employer  (or  group)  pursuant  to  this  act. 
In  determining  the  year's  record  or  status  of  an  employer's  reserve  account 
(as  of  December  31),  benefits  shall  be  charged  against  it  on  the  date  when 
paid,  and  the  employer's  contributions  payable  for  the  year  shall  be  credited 
if  paid  no  later  than  February  1  of  the  succeeding  year. 

(S)  "  p]niploynient  "  means  any  employment  in  which  all  or  the  greater  part 
of  iierson's  work  (within  the  continental  United  States)  is  or  was  customarily 
performed  within  this  State,  under  any  contract  of  hire,  oral  or  written,  ex- 
press or  implied,  whether  such  person  was  hired  and  paid  directly  by  the 
employer  or  through  any  other  person  employed  by  the  employer,  provided 
the  employei'  had  actual  or  constructive  knowled:j;e  of  such  contract.  Such 
employment  shall  include  the  person's  entire  employment  (in  all  States,  in- 
cluding the  District  of  Columbia).  In  the  case  of  all  other  persons  employed 
partly  in  this  State  and  partly  in  other  States,  the  term  "  employment  "  shall 
include  the  employment  of  such  persons  to  the  extent  prescribed  by  general 
rules  adopted  by  the  commission.  Except  as  provided  in  any  reciprocal  bene- 
fit arrangement  made  pursuant  to  this  act,  "employment"  shall  not  include 
any  employment  included  in  any  unemployment  compensation  system  estab- 
lished by  an  act  of  Congress. 

Nor  sliall  the  term  "  employment "  apply   to :  * 

(a)  Employment  on  a  governmental  relief  project  approved  by  the  com- 
mission. 

(b)  Employment  as  an  elected  or  appointed  public  ofllcer. 

(c)  Employment  by  a  governmental  unit  on  an  annual  salary  basis. 

(d)  Employment  as  a  teacher  in  a  public  school,  college  or  university. 

(9)  "  Employment  oflice  "  means  that  free  public  employment  office  (operated 
by  the  State)  or  branch  thereof  nearest  to  the  employee's  place  of  residence 
or  employment,  luiless  othei'wise  prescribed  by  the  commission. 

(10)  An  employee's  "full-time  weekly  wage"  means  the  weekly  earnings 
such  employee  would  average  from  his  employment  (by  the  employer  in  ques- 
tion) if  employed  at  the  "hourly  rate  of  earnings"  and  for  the  "full-time 
weekly  hours  "  applicable  to  such  employee.  (Where  an  employee  had  or  has 
concurrent  employments,  they  shall  be  combined  in  determining  his  full-time 
weekly  wage  for  benefit  purposes,  pursuant  to  general  commission   rules.) 

(a)  The  applicable  "hourly  rate  of  earnings"  shall  be  determined  by  aver- 
aging the  employee's  actual  earnings  for  at  least  100  hours  of  employment  by 
the  employer,  so  far  as  practicable,  pursuant  to  general  commission  rules. 

(b)  An  employee's  "full-time  weekly  hours"  shall  mean  the  standard  maxi- 
mum weekly  hours  which  can  lawfully  be  worked  by  the  employee  (in  the 
employment  in  question)  under  the  applicable  Federal  code  of  fair  comi>eti- 
lion  or  under  any  applicable  State  code  or  law  specifying  lower  maximum 
weekly  hours.  Where  there  is  no  code  or  law  applicable,  the  employee's  full- 
time  weekly  hours  shall  be  determined  as  follows:  There  shall  be  classified 
together  all  those  employees  usually  employed  by  the  employer  both  at  reason- 
ahly  similar  work  and  for  substantially  the  same  weekly  hours.  There  shall  be 
determined  the  number  of  weekly  hours  prevailingly  worked  by  the  given  class 
of  employees,  for  each  separate  week  of  the  preceding  calendar  year.  There 
shall  then  he  averaged  such  prevailing  weekly  hours  of  all  weeks  in  which 
such  hours  were  30  or  more.  The  resulting  average  shall  constitute  the  full- 
time  weekly  hours  applicable  to  each  employee  of  the  given  class  for  benefit 


*  The   last   sontPDce  and   exemptions    («)    to    (d)    should  be  omitted   if  State  and   local 
Rovernmenta  are  excluded   from   the   "employer"   definition    (6)    above. 
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purposes  tliroughout  the  cun-ent  calendar  jear.  Where  the  commission  finds 
that  the  above  method  cannot  reasonably  and  fairly  be  applied,  it  may  by- 
general  rule  or  special  order  prescribe  an  equitable  alternative  method  for 
determining  a  full-time  standard  of  not  less  than  30  v^-eekly  hours  for  benefit 
purposes.  In  the  case  of  any  employee  who  is  found  by  the  commission,  at 
the  time  he  becomes  eligible  for  benefits,  to  be  unable  by  reason  of  physical 
disability  or  by  reason  of  continuing  personal  obligations  (other  than  employ- 
ment) to  work  half  the  full-time  weekly  hours  which  prevail  in  such  establish- 
ment for  full-time  employees,  the  commission  shall  determine  his  full-time 
v/eekly  hours  for  benefit  purposes  by  averaging  his  weekly  hours  for  all  weeks 
(in  at  least  the  past  3  months)  in  which  he  worked. 

(11)  "Fund"  means  the  unemployment  compensation  fund  established  by 
this  act,  to  which  all  contributions  and  from  which  all  benefits  required  under 
this  act  shall  be  paid. 

(12)  "Partial  unemployment ":  An  employee  shall  be  deemed  "partially- 
unemployed  "  in  any  calendar  week  of  partial  work  if  he  fails  to  earn  in 
wages  (and/or  any  other  pay  for  personal  services,  including  net  earnings- 
from  self-employment)  for  such  week  at  least  $1  more  than  the  amount  of 
weekly  benefits  for  total  unemployment  he  might  receive  if  totally  unemployed 
and  eligible. 

(13)  "Pay  roll"  means  the  total  amount  of  all  wages  payable  by  the  em- 
ployer to  his  employees,  commencing  with  wages  payable  for  employment 
occurring  after  the  employer  becomes  newly  subject  to  this  act. 

(14)  "Pooled  account"  means  that  portion  of  the  fund  which  is  mingled 
and  undivided,  as  provided  in  this  act. 

(15)  "Total  unemployment":  An  employee  shall  be  deemed  "totally  un- 
employed "  in  any  calendar  week  in  which  he  performs  no  wage-earning  serv- 
ices whatsoever,  and  for  which  he  earns  no  wages  (and  no  other  pay  for 
personal  services,  including  net  earnings  from  self-employment),  and  in  which 
he  cannot  reasonably  return  to  any  self-employment  in  which  he  has  cus- 
tomarily been  engaged. 

(16)  "Unemployment  administration  fund"  means  the  unemployment  com- 
pensation administration  fund  established  by  this  act. 

(17)  "Wages"  means  every  form  of  remuneration  for  employment  received 
by  a  person  from  his  employer,  whether  paid  directly  or  indirectly  by  the 
employer,  inch;ding  salaries,  commissions,  bonuses,  and  the  reasonable  money 
value  of  board,  rent,  housing,  lodging,  payments  in  kind,  and  similar  advantages. 

(IS)  "Waiting-period  unit"  means  a  period  (for  which  no  benefits  are 
payable  but  during  which  the  employee  is  in  all  other  respects  eligible)  con- 
sisting of  either  1  week  of  total  unemployment  or  2  weeks  of  partial  unem- 
ployment, required  as  a  condition  precedent  to  the  receipt  of  benefits  for 
subsequent  unemployment,  as  prescribed  in  this  act. 

(19)  "Week"  means  calendar  week. 

(20)  "Week  of  employment"  means  each  calendar  week  (occurring  at  least 
1  year  after  contributions  first  become  generally  due  under  this  act  from  em- 
ployers then  subject  hereto,  and  occurring  after  the  probationary  period  per 
different  employer  required  hereunder)  within  which  the  person  in  question 
performed  any  employment  subject  to  this  act  for  any  emjiloyer  subject  to 
this  act:  PravMed,  hoioever.  That  any  week  (occurring  within  the  customary- 
school  vacation  periods)  in  which  an  employer  employed  an  employee  who 
attended  a  school,  college,  or  university  in  the  last  preceding  school  term,  s'l.all 
not  be  counted  as  a  "  week  of  employment  "  in  determining  the  benefit  rights 
of  such  emplo.vee  under  this  act.  In  the  case  of  an  employee  working  for 
several  employers  in  the  same  week,  tlie  apportionment  for  benefit  purposes  of 
siich  "  week  of  employment "  to  one  or  more  of  such  employers  shall)  be  deter- 
mined pursuant  to  general  commission  rules. 

SECTION    4.    UNEMPLOYMENT   COMPENSATION  FU?Cn 

(1)  Fund. — There  is  hereby  created  the  unemployment  com])ensation  fund, 
to  lie  administered  by  the  commission  without  liability  on  the  part  of  the 
State  beyond  the  amounts  paid  into  and  earned  ))y  the  fund.  This  fund  shall 
consist  of  all  contributions  and  money  paid  into  and  received  by  th;>  fund  as 
provided  by  this  act.  of  property  and  securities  acquired  by  and  througii  the 
use  of  nimieys  belonging  to  the  fund,  and  of  interest  earned  tipon  tlie  moneys 
belonging  to  the  fund. 
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(2)  Witfidrairals. — Tho  fuiul  shall  be  administei'ed  in  trust  and  used  solely 
to  i)a.v  l)euefits,  upon  vouchers  drawn  on  the  fund  by  the  commission  pursuant 
to  Kt'iieral  commission  rules,  and  no  other  disbui-sement  shall  be  made  here- 
from. Such  rules  shall  be  governed  by  and  consistent  with  any  applicable 
constitutional  rc«iuirements,  but  the  procedure  prescribed  by  such  rules  shall  be 
deemed  to  satisfy  (iind  shall  be  in  lieu  of)  any  and  all  statutory  requirements 
(for  specific  appropriation  or  other  formal  release  by  State  officers  of  State 
moneys  jtrior  to  their  expenditure)  which  might  otherwise  be  applicable  to 
withdrawals  from  the  fund. 

None. — Tiie  tirst  sentence  of  the  above  subsection  is  necessary  to  conform 
ro  the  requirement  of  the  Federal  bill  that  the  fund  be  used  exclusively 
for  the  payment  of  benefits.  Administrative  expenses  will  have  to  be  paid 
from  Federal  allotments  for  this  purpose  or  from  other  sources.  Attention 
is  called  to  the  fact  that  the  number  of  benefit  payments  to  be  made  from 
the  State  fund  will  be  extremely  large  in  most  States,  though  the  amount 
of  the  individual  payments  will  be  small.  It  is  therefore  advisable  to 
utilize  a  method  of  withdrawals  from  the  fund  which  will  involve  a  mini- 
mum of  administrative  expense,  consistent  with  adequate  protection  of 
the  fund.  In  some  States  the  customary  procedure  for  the  payment  from 
public  funds  would  be  muiecessarily  expensive. 

(3)  Treasurer. — The  commission  shall  designate  a  treasurer  of  the  fund, 
who  shall  pay  all  vouchers  duly  drawn  upon  the  fund,  in  such  manner  as  the 
commission  may  prescribe.  He  shall  have  custody  of  all  moneys  belonging  to 
the  fund  and  not  otherwise  held  or  deposited  or  invested  pursuant  to  this 
action.  The  treasurer  shall  give  bond  conditioned  on  the  faithful  performance 
of  his  duties  as  treasurer  of  the  fund,  in  a  form  prescribed  by  statute  or 
approved  by  the  attorney  general,  and  in  an  amount  specified  by  the  com- 
mission and  approved  by  the  Governor.  All  premiums  upon  bonds  required 
pursuant  to  this  section  when  furnished  by  an  authorized  surety  company  or  by 
a  duly  constituted  governmental  bonding  fund  shall  be  paid  from  the  unemploy- 
ment administration  fund.  The  treasurer  shall  deposit  and/or  invest  the  fund 
under  the  supervision  and  control  of  the  commission,  subject  to  the  provisions 
of  this  act. 

(4)  Deposit. — All  contributions  paid  under  this  act  shall  upon  collection 
be  deposited  in  or  invested  in  the  obligations  of  the  "  unemployment  trust 
fund  "  of  the  United  States  Government  or  its  authorized  agent,  so  long  as 
said  trust  fund  exists,  notwithstanding  any  other  statutory  provision  to  the 
contrary.  The  commission  shall  requisition  from  the  unemployment  trust  fund 
necessary  amounts  from  time  to  time. 

Note. — The  above  subsection  (4)  is  necessary  to  meet  the  requirements 
of  the  Federal  bill. 

The   wording   of   the   entire   section    creating   the    State    unemployment 
compensation  fund  Ls  also  important,  because  of  constitutional  provisions 
concerning   the   custody   and    management   of   "  State   funds "    in   several 
States.     Four  States    (California,  New  Mexico,  Wyoming,  and  Michigan) 
require  the  deposit  of  "  State  funds  "  or  "  public  funds  "  in  State  or  national 
banks.     Since  it  is  anticipated  that  the  United  States  Treasury  will  desig- 
nate banks  within   the  State  to  act  as  its  agent,  even  the  constitutional 
provisions  of  these   States  do  not  conflict  with   the  requirements  of  the 
Federal  economic  security  bill  for  the  deposit  of  State  unemployment  com- 
pensation funds  with  the  unemployment  tru.st  fund  of  the  United  States, 
(ft)    Pooled   aceount. —The   commission    shall    maintain    within    the    fund    a 
pooled  account,  in  accordance  with  the  following  requirements :  There  shall  be 
credited  to  such  p(Htlod  accoiuit  (n)  the  contributions  of  each  employer,  to  the 
extent  of  — °  percent  of  his  pay  roll;  and   (b)  all  realizing  earnings,  gains,  or 
losses  ou  investments  of  the  funds;  and   (c)   any  balance  remaining  in  the  re- 
serve account  of  an  employer  after  he  has  for  any  reason  ceased  to  be  subject 
to  this  act.  except  as  the  commi.«;sion  may  in  such  case  apportion  (to  any  suc- 
cessor employer's  reserve  account)    all  or  part  of  the  assets  and  benefit  lia- 
bilities of  the  reserve  account  of  such  former  employer.*    Tlie  fund's  pooled 


'• 'I'his  ftKiire  is  1  porcont.  in  th'"  pindinp:  pcoiioniic  security  niPasuro.  but  is.  of  course, 
sultjccf    to  final   artion   by   Congress. 

"  Contiihutions  !>>•  pniployccs  might  causo  some  administrative  complications  if  paid  into 
sep.-iratc  (■mploy«>r  accounts.  If  eniployco  contributions  are  novertlielcss  required  by  a 
State  law  111"  this  "  reserves  "'  type,  tiiey  could  l)e  i)aid  into  the  Hind's  "pooled  account", 
by  insertini;  the  followiiiir  words  (at  the  point  above  indicated)  :  ";  and  (d)  all  con- 
triliitlloiis  re(|iiired  from  employees  under  this  act." 
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account,  as  thus  constituted,  shall  be  mingled  and  undivided.  It  shall  pay 
benefits  to  all  eligible  employees,  but  only  when  (and  to  the  extent  that)  the 
reserve  accounts  of  their  employers  cannot,  because  exhausted,  pay  the  benefits 
due  such  employees. 

(6)  Employer  accounts. — The  commission  shall  maintain  within  the  fund  a 
separate  benefit  reserve  account  for  each  employer;  and  shall  credit  to  such 
account  all  amounts  contributed  to  the  fund  by  the  employer,  excepting  his 
required  contributions  to  the  fund's  pooled  account.  Each  employer's  reserve 
account  shall,  unless  exhausted,  pay  to  his  eligible  employees  all  their  benefits 
duly  chargeable  under  this  act  against  their  weeks  of  employment  by  such 
employer.  In  determining  when  and  for  how  long  an  employer's  reserve 
account  is  exhausted,  the  commission  shall  consider  only  the  employer's  paid 
and  payable  contributions,  to  the  exclusion  of  any  accrued  contributions  not 
yet  due  for  payment.  Any  employer  may  at  any  time  make  voluntary  pay- 
ments, additional  to  the  contributions  required  under  this  act,  to  his  reserve 
account  in  the  fund,  pursuant  to  general  commission  rules.  Whenever  two  or 
more  employers  file  an  application  to  merge  their  several  reserve  accounts  in  a 
joint  (group)  account  in  the  fund,  as  if  they  constituted  a  single  employer,  the 
commission  shall  maintain  such  joint  account  (as  if  it  were  a  single  employer's 
reserve  account),  subject  to  such  general  rules  for  the  conduct  and  dissolution 
of  joint  accounts  as  it  may  prescribe. 

SECTION    5.    CONTBIBUTIONS 

(1)  Payment. — On  and  after  the  1st  day  of  January  1936,  contributions 
shall  accrue  and  become  payable  by  each  employer  then  subject  to  this  act. 
Thereafter  contributions  shall  accrue  and  become  payable  by  any  new  em- 
ployer on  and  after  the  date  on  which  he  becomes  newly  subject  to  this  act. 
The  contributions  required  hereunder  shall  be  paid  by  each  employer  in  such 
manner  and  at  such  times  as  the  commission  may  prescribe. 

(2)  Standard  rate  of  contributions. — The  total  contributions  regularly  pay- 
able by  each  employer  shall  be  an  amount  equal  to  3  percent  of  his  pay  roll, 
except  as  otherwise  provided  in  this  act. 

Note. — The  Federal  pay-roll  tax  on  employers  (under  the  economic 
security  bill)  will  be  3  percent  for  the  year  1938,  and  thereafter. 

For  the  years  1936  and  1937,  however,  the  tax  rate  (which  will  depend 
on  a  Federal  index  of  production)  may  be  3  percent,  2  i)ercent,  or  1  per- 
cent. (Of  course  all  provisions  of  the  Federal  bill  are  subject  to  possible 
change  by  Congress.) 

Any  State  which  desires  to  make  its  1936  and  1937  contribution  rates 
correspond  exactly  to  the  tax-rate  clauses,  of  the  Federal  security  measure 
(as  introduced)  can  use  the  following  language: 

(Optional  provision) 

(3)  1936  and  1937  contribution  rates. — The  total  contributions  payable  by 
each  employer  for  the  calendar  years  1936  and  1937  shall  be  determined  as 
follows:  (a)  If  the  Federal  Reserve  Board's  adjusted  index  of  total  industrial 
production  averages,  for  the  year  ending  September  30,  1935,  not  more  than 
84  percent  of  its  average  for  the  years  1923-25,  inclusive,  the  commission  shall 
certify  that  fact  to  the  secretary  of  state,  and  each  employer  shall  contribute 
for  the  calendar  year  1936  an  amount  equal  to  1  percent  of  his  pay  roll;  (&) 
if  such  index  averages,  for  such  year,  more  than  84  percent  but  less  than  95 
percent  of  such  earlier  average,  such  fact  shall  be  so  certified,  and  each  em- 
ployer shall  contribute  for  the  calendar  year  1936  an  amount  equal  to  2  per- 
cent of  his  pay  roll;  (o)  if  such  index  averages,  for  the  year  ending  September 
30,  1936,  not  more  than  84  percent  of  such  earlier  average,  such  fact  shall  be 
so  certified,  and  each  employer  shall  contribute  for  the  calendar  year  1937 
an  amount  equal  to  1  percent  of  his  pay  roll,  except  that  in  no  event  shall 
the  measure  of  contributions  for  the  calendar  year  1937  be  less  than  the 
measure  of  contributions  for  the  calendar  year  1936;  (d)  if  such  index  aver- 
ages, for  the  year  ending  September  30,  1936,  more  than  84  percent  but  less 
than  95  percent  of  such  earlier  average,  such  fact  shall  be  so  certified,  and 
each  employer  shall  contribute  for  the  calendar  year  1937  an  amount  equal  to 
2  pei-cent  of  his  pay  roll,  except  that  in  no  event  shal  Ithe  measure  of  contri- 
butions for  the  calendar  year  1937,  be  less  than  the  measure  of  contributions 
for  the  calendar  year  1936. 
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Note. — The  folUowing  provision,  for  contributions  to  be  paid  bj-  all 
employers  to  a  "  pooled  account  ",  will  help  to  assure  uniform  benefit  pro- 
tection to  all  employees,  since  benefits  will  be  paid  from  this  "  equaliza- 
tion "  fund  to  any  emi)loyee  after  the  reserve  account  of  his  employer  has 
been  exhausted. 

(4)  Contribiition-s  to  pooled  account. — Of  his  total  contributions  required 
liereunder,  each  employer  shall  at  all  times  contribute  — '  percent  on  his  pay 
roll  to  the  fund's  pooled  account. 

NoTK. — The  followinj^  provisions,  which  are  vital  to  any  measure  of  the 
"reserves"  type,  are  desija^ed :  (a)  To  assure  that  each  employer's  ac- 
count will  be  or  become  adequate  for  benefit  purposes;  and  (b)  to  assure  to 
each  employer  in  advance  a  hiirher  or  lower  contribution  rate,  based  di- 
rectly ou  his  own  unemployment  and  benefit  experience ;  and  thereby  (c) 
to  encoura^^e  each  employer  to  provide  more  steady  employment. 

(5)  Future  total  rates,  haacd  on  benefit  experience. — The  total  contribution 
rate  required  of  each  employer  shall  (after  he  has  contributed  for  at  least  3 
years)  be  based  directly  ou  the  contribution  and  benefit  experience  of  his 
reserve  account  in  tiie  fund,  and  shall  be  determined  by  the  commission  for 
each  calendar  year,  at  its  bejiinning,  pursuant  to  all  the  following  conditions : 

(a)  If  the  benefits  payable  from  an  employer's  re-serve  a.xount  within 
any  calendar  year  ai-e  greater  than  his  contributions  to  such  account  for 
such  year,  his  contribution  rate  for  the  next  calendar  year  shall  increase  1 
percent  on  his  pay  roll,  unless  his  reserve  account  then  equals  at  least  — * 
percent  of  his  pay  roll  for  the  last  completed  calendar  year. 

(b)  No  employer's  contribution  rate  shall  be  reduced  unless  he  has  had 
benefit  experience  throughout  the  most  recently  completed  calendar  year 
without  the  benefits  payable  from  his  reserve  account  within  such  year  being 
scaled  down  or  paid  by  the  fund's  pooled  account,  and  unless  Jhis  reserve 
account  at  the  start  of  the  calendar  year  equals  at  least  — "  times  the  largest 
amount  of  benefits  paid  from  such  account  within  any  one  of  the  — "  most 
recently  completed  calendar  years. 

(c)  If  an  employer's  reserve  account  at  the  start  of  the  given  calendar  year 
equals  at  least  —  *  percent  of  his  pay  roll  for  the  preceding  calendar  year, 
his  total  contribution  rate  shall  be  reduced  to  —  **  percent  on  his  pay  roll 
throughout  the  given  year. 

Note. — This  section  is  required  by  the  proposed  Federal  act,  which 
specifies  as  minimum  requirements : 

*  15  percent. 

*♦  1  percent. 
These  figures  are  subject  to  final  action  by  Congress,  amendments  to  lower 
them  are  under  consideration.     If  adopted,  a  provision  along  the  following 
line  would  be  appropriate: 

(Alterwitive  provision) 

(Not  now  permitted  under  the  Federal  bill) 

(c)  If  an  employer's  reseiTe  account  at  the  start  of  the  given  calendar  year 
equals  at  least  7^^  percent  of  his  pay  roll  for  the  preceding  calendar  year,  his 
total  contribution  rate  shall  l)e  reduced  to  1^2  percent  on  his  pay  roll  through- 
out the  given  calendar  year;  and  if  his  account  thus  equals  at  least  12  percent 
of  such  preceding  pay  roll,  his  total  contribution  rate  shall  be  reiluced  to! 
one-half  of  1  i)ercent  on  his  pay  roll  throughout  the  given  calendar  year. 

Note. — Contril)utions  by  employees  might  cause  some  administrative  com- 
plications if  paid  into  separate  employer  accounts.  If  a  State  nevertheless 
desires  to  indmle  employee  contributions  in  a  l>ill  of  this  •'  reserves  "  tjT>e, 
the  following  subsection  (G)   could  be  used: 

(Optional  provision) 

(6)  Contributions  bij  emploi/ecs. — Each  employee  shall  contribute  to  the 
fund's  pooled  account  1  iK'rcent  of  his  wages.     Each  employer  shall  be  respon- 

'  Tliis  flsnirt'  Is  1  porcent,  under  the  pending  economic  security  moasure,  but  is,  of  course, 
subji'ct   to   llnnl   action   b.v   Congress. 

'  (tpiitmal  iiroiiKion. — The  FcHloral  measure  as  introduced  does  not  require  this  provision 
or  spi'clfy  an.v   flKurc,   but  .'i   percent   is  bero  suggested. 

»  0/>ftona/  provinion. — The  Federal  measure  as  introduced  does  not  specify  these  figures. 
"  Five  "   Is  sUK;;ested  at   this  point. 

•""Three"    Is   suggested   at    this   second   point. 
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sible  for  withholding  such  contribution  from  the  wages  of  his  employees,  shall 
show  such  deduction  on  his  pay  roll  records,  and  shall  transmit  all  such 
■contributions  to  the  fund  pursuant  to  general  commission  rules. 

Note. — No  State  is  required  to  include  the  foregoing  subsection  (6).  It 
is  being  set  forth  here  for  due  consideration  by  each  State. 

Worker  contributions  cannot  be  offset  or  credited  against  the  Federal 
tax  on  pay  rolls,  which  is  payable  by  employers  alone.  Hence  the  inclu- 
sion by  a  State  of  subsection  (6)  would  not  be  a  substitute  for,  but  rather 
an  addition  to,  the  contributions  above  required  from  employers. 

Additional  contributions  to  the  fund,  from  any  source,  would  of  course 
make  possible  additional  benefits  from  the  fund.  (See  the  "actuarial 
memorandum  "  as  to  what  beenfits  could  be  paid  with  additional  contribu- 
tions. ) 

SECTION    6.   BENEFITS 

(1)  Payments  of  benefits. — After  contributions  have  been  due  under  this 
act  for  2  years  benefits  shall  became  payable  from  the  fund  to  any  employee 
who  thereafter  is  or  becomes  unemployed  and  eligible  for  benehts,  based  on 
his  weeks  of  employment  as  defined  in  this  act,  and  shall  be  paid  through  the 
employment  office  at  such  times  and  in  such  manner  as  the  commission  may 
prescribe. 

Note. — The  above  provisions  should  not  be  altered,  since  the  proposed 
Federal  bill  requires  as  a  condition  for  the  allowance  of  credit  against 
the  Federal  pay-roll  tax  that  payment  of  all  compensation  must  be  made 
through  the  public  employment  oflices  in  the  State  and  must  commence 
2  years  after  contributions  are  first  made  under  the  State  law. 

(2)  Weekhj  benefits  for  total  uneniploijment. — An  employee  totally  unem- 
ployed and  eligible  in  any  week  shall  be  paid  benefits  (computed  to  the  nearest 
half-dollar)  at  the  rate  of  50  per  centum  of  his  full-time  weekly  wage,  with 
maximum  benefits  of  $15  per  week  and  minimum  benefits  of  $ — "  per  week. 

Note. — The  maxinmm  weekly  benefit  of  $15  per  week  indicated  here 
is  open  to  change  by  the  State.  It  is  not  required  by  the  Federal  bill. 
It  is  presumed  that  each  State  will  desire  to  fix  a  maximum  wliich  it 
deems  appropriate  in  the  particular  State.  Oflicial  commissions  on  un- 
employment insurance  in  New  York,  Ohio,  California,  and  Virginia  have 
recommended  a  maximum  of  $15  per  week,  while  the  New  Hampshire 
commission  recommended  $14.  The  maximum  in  the  Wisconsin  law  is  $10, 
but  the  contribution  rate  2  percent. 

(3)  Weekly  be'nefits  for  partial  unemployment. — An  employee  partially  un- 
employed and  eligible  in  any  week  shall  be  paid  sufficient  benefits  so  that  his 
week's  wages  (and/or  any  other  pay  for  personal  services,  including  net  earn- 
nings  from  self -employment)  and  his  benefits  combined  will  be  $1  more  than 
the  weekly  benefit  to  which  he  would  be  entitled  if  totally  unemployed  in 
that  week. 

Note. — The  above  subsection  (3)  is  open  to  change  by  the  State.  How- 
ever, unless  larger  contributions  than  a  rate  of  3  percent  are  required,  it 
is  suggested  that  partial  benefits  should  be  limited  as  above  provided. 
This  provision  gives  only  a  small  advantage  in  total  compensation  to  the 
partially  employed  person  over  the  totally  unemployed  person ;  but  it  must 
be  remembered  that  the  person  who  is  drawing  partial  benefits  is  not 
thereby  exhausting  his  benefit  rights  as  rapidly  as  the  person  who  is  draw- 
ing total  benefits.  While  it  would  be  desirable  to  provide  more  liberal  ben- 
efits to  partially  unemployed  persons,  it  must  be  recognized  that  the  pri- 
mary purpose  of  the  fund  is  to  provide  protection  to  employees  who  are 
totally  unemployed.  Also,  it  is  desirable  to  avoid  large  numbers  of  small 
claims  for  small  amounts  of  partial  unemployment  because  of  the  excessive 
administrative  costs  which  would  be  involved. 


^^  States  may  also  wish  to  fix  a  minimum  weeldy  benefit  for  total  unemployment.  Senate 
bill  no  1  of  New  York  provides  a  minimum  of  .$5.  Few  of  the  proposed  unemployment 
compensation  bills  provide  for  any  minimum.  Practically  all  of  the  special  commissions 
which  have  studied  unemployment  compensation  in  this  country  have  recoiumeuded  that 
the  benefit  rates  be  set  at  50  percent  of  the  full-time  weekly  earnings.  With  contributions 
of  3  percent,  or  even  4  percent,  this  is  about  the  maximum  weekly  rate  of  benefit  which 
can  be  provided,  unless  the  duration  of  benefits  is  shortened.  It  is  generally  thought 
advisable  to  fix  the  benefit  rates  at  this  figure,  and  to  adjust  the  duration  of  benefits  aiid 
the  waiting  period  to  meet  the  employment  experience  of  the  State. 
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(4)  Onc-to-four  ratio  of  benefits  to  employment. — The  aggregate  amount  of 
benefits  an  employee  may  at  any  time  receive  shall  be  limited  by  the  number 
of  his  i)ast  weeks  of  employment  against  which  benefits  have  not  yet  been 
charge<l  hereunder.  Each  employee's  benefits  sliall  be  thus  cliarged  against 
his  most  recent  weeks  of  employment  available  for  this  purpose.  Each  em- 
ployee shall  receive  benefits  in  the  ratio  of  one-quarter  week  of  total  unem- 
ployment benefits  (or  an  equivalent  amount,  as  determined  by  general  com- 
mission rules,  of  benefits  for  i)artial  unemployment  or  for  partial  and  total 
unemployment  combined)  to  each  week  of  employment  of  such  employee  occur- 
ring within  the  104  weeks  preceding  the  close  of  the  employee's  most  recent 
week  of  employment. 

Note. — This  ratio  will  serve  to  guard  the  fund  against  excessive  pay- 
ment of  benefits  to  those  with  only  a  limited  amount  of  previous  employ- 
miMit  to  their  credit.  The  ratio  may  be  lowered  to  1  to  3  if  it  is  desired 
to  liberalize  this  provision,  or  raised  to  1  to  5  if  it  is  desired  to  make 
benefit  requirements  more  stringent ;  but  this  would  modify  the  actuarial 
basis  of  this  bill  to  some  extent. 

(5)  Maximum  weeks  of  benefit  in  any  year. — Benefits  shall  be  paid  each 
employee  for  the  weeks  during  which  he  is  totally  or  partially  unemployed 
and  eligible  for  benefits,  based  on  his  past  weeks  of  employment;  but  not  more 
than  — '"  weeks  of  total  unemployment  benefits  (or  an  equivalent  total  amount, 
as  determined  by  commission  rules,  or  benefits  for  partial  unemployment  or  for 
partial  and  total  unemployment  combined)  shall  be  paid  any  emplo.vee  for  his 
weeks   of   unemployment   occurring   within   any   52   consecutive   weeks. 

(6)  Lump-sum  benefit  option. — In  lieu  of  paying  to  an  eligible  employee 
in  weekly  (or  other)  installments  the  maximum  amount  of  benefits  to  which 
his  past  weeks  of  employment  might  entitle  him  under  this  act  (the  case  he 
remained  continuously  unemployed  and  eligible),  the  commission  may  dis- 
charge the  fund's  entire  benefit  liability  to  such  employee,  based  on  his  past 
weeks  of  employment,  by  paying  him  a  lump  sum  equalling  not  less  than  50 
percent  nor  more  than  80  percent  of  said  maximum  amount  of  benefits.  But 
lump-sum  payments  shall  be  thus  made  only  in  unusual  cases  (such  as  when  the 
employee  has  no  prospect  of  securing  emplo.*  ment  in  the  locality,  but  may 
secure  employment  elsewhere).  The  commission  shall  by  general  rules  deter- 
mine on  what  percentage  basis  and  under  what  unusual  conditions  such,  lump- 
sum payments  shall  be  made,  and  each  such  case  shall  be  subject  to  specific 
approval  by  the  commission. 

Note. — This  provision  is  designed  to  encourage  workers  who  have  no 
further  prospect  of  employment  in  the  community  (e.  g.,  be<ause  of  aban- 
d*>nmeut  of  a  factory  or  mine)  to  seek  employment  elsewhere,  rather  than 
to  remain  in  the  community  until  their  benefit  rights  are  exhausted. 

(7)  Aihlitional  benefits  ( l-to-20  ratio). — An  eligible  employee  who  has  re- 
ceived the  maximum  benefits  i^ernutted  under  subsection  (5)  shall  receive 
additional  benefits  in  the  ratio  of  1  week  of  total  unemployment  Itenefit  (or 
its  ecjuivalent)  to  each  unit  of  20  aggregate  weeks  of  employment  occurring 
within  the  260  weeks  preceding  the  close  of  the  employee's  most  recent  week 
of  employment,  and  against  which  benefits  have  not  already  been  charged 
und(>r  this  act.  Such  additional  benefits  shall  be  charged  against  the  employee's 
most  recent  weeks  of  employment  availablel  for  this  purpose. 

Note. — The  above  provision  is  leconmiended  because  foreign  experience 
indicates  that  a  large  proportion  of  employees  will  draw  no  benefits  for  a 
luimlter  of  yoars.  These  em!)lcy»>es  will  have  an  esjK'cially  valid  claim  to 
the  additional  benefits  provided  here,  when  because  of  a  depression  or 
technological  change  they  lose  their  jobs  and  are  unable  to  find  other  work. 

SECTION    7.   BENEFIT    ELIGIBILITY    CONDITIONS 

(1)  Required  probationary  period. — An  employee  shall  be  deemed  eligible  for 
benefits,  based  on  his  employment  by  a  given  employer,  only  after  he  has  been 

"  A  niJixinium  duration  of  IG  weeks  has  been  most  discussed,  based  on  estimates  of  what 
could  have  been  provided  if  an  unemployment  compensation  s.vstem  embodying  the  stand- 
anJs  contained  in  tliis  1)111  had  been  in  operation  from  l!)22-.'i0  in  the  United  States  as  a 
whole  during  that  period.  If  a  State  has  had  more  unemploymint  than  the  average  for 
tfce  I'nited  States  it  would  be  advisable  for  such  State  to  provide  for  a  shorter  maximum 
duration  of  benefits  than  10  weeks.  Each  State  is  advi.sed  to  consult  the  "actuarial 
memorandum  "  accompanying  this  bill,  to  ascertain  the  maximum  number  of  weeks  of 
beneflts  it  can  safely  provide. 
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employed  by  such  employer  on  a  monthly  salary  basis  for  1  mouth  within  any 
4  weeks  of  (subsequent  to  the  first  year  of  contributions  under  this  act  or  toi 
any  later  date  on  which  the  employer  in  question  first  becomes  subject  to  this 
act).  Where  the  commission  finds,  as  to  any  definitely  exceptional  class  of 
employees  such  as  indentured  apprentices,  that  the  fitness  of  the  employer  to 
learn  the  given  type  of  work  cannot  reasonably  be  determined  within  such  4 
weeks  or  1  month",  the  commission  may  by  general  rule  approve  for  such  class 
a  longer  maximum  probationary  period  (included  within  12  or  less  consecutive 
weeks),  suliject  to  such  restrictions  as  the  commission  deems  reasonable  under 
the  circumstances. 

Note. — The  above  subsection  (1)  is  designed  to  restrict  benefit  payments, 
in  the  case  of  workers  making  frequent  changes  in  employment.  It  also 
affords  each  employer  a  limited  but  adequate  chance  to  try  out  a  new 
employee,  without  benefit  liability  in  case  the  employee  proves  unsuited 
to  the  work.  The  probationary  service  period  (per  employer)  should  not 
be  lengthened,  because  that  would  stimulate  irregular,  casual  hiring  and 
firing  and  would  run  counter  to  the  purposes  of  the  act. 

(2)  Availabllitif  and  registration  for  icork. — An  employee  shall  not  be  eli- 
gible for  benefits  in  any  week  of  his  partial  or  total  unemployment  iinless  in 
such  week  he  is  physically  able  to  work  and  available  for  work,  whenever 
duly  called  for  work  through  the  employment  office.  To  prove  such  availabil- 
ity for  work,  every  employee  partially  or  totally  unemployed  shall  register  for 
work  and  shall  file  claim  for  benefits  at  the  employment  office,  within  such 
time  limits  and  with  such  frequency  and  in  such  manner  (in  person  or  ill 
writing)  as  the  commission  may  by  general  rule  prescribe.  No  employee  shall 
be  eligible  for  benefits  for  any  week  in  which  he  fails  without  good  cause  to 
comply  with  such  registration  and  filing  requirements.  A  copy  of  the  com- 
mission's rules  covering  such  requirements  shall  be  furnished  by  it  to  each 
employer,  who  shall  inform  his  employees  of  the  terms  thereof  when  they 
become  unemployed. 

(3)  Waiting  period. — Benefits  shall  be  payable  to  an  employee  only  for  his 
weeks  of  unemployment  occurring  subsequent  to  a  "  waiting  period "'  Avhose 
duration  shall  in  each  case  be  determined  as  follows: 

(Alternative  A)  :  — "  waiting-period  units  sliall  be  required  of  the  employee 
per  each  different  employer  by  whom  he  has  been  employed  within  tlie  52 
weeks  preceding  the  start  of  such  waiting  period. 

There  shall  not  be  counted  toward  an  employee's  required  waiting  period 
any  week  of  total  or  partial  unemployment  in  which  he  is  ineligible  for  bene- 
fits under  subsection   (2),   (4),   (5),   (6),  or  (7)  of  this  section. 

(Alternative  B)  :  An  aggregate  of  — "  waiting-period  units  shall  be  requii-ed 
of  the  employee  within  the  52  weeks  preceding  the  start  of  any  given  wepk 
of  unemployment. 

There  shall  not  be  counted  toward  an  employee's  required  waiting  period 
any  week  of  total  or  partial  unemployment  in  which  be  is  ineligible  for  bene- 
fits under  subsection  (2),  (4),  (5),  (6),  or  (7)  of  this  section. 

(4)  During  trade  disputes. — An  employee  shall  not  be  eligible  for  benefits 
for  any  week  in  which  his  total  or  partial  unemployment  is  directly  due  to  a 
labor  dispute  still  in  active  prograss  in  the  establishment  in  which  he  is  or 
was  last  employed. 

(5)  Voluntary  leaving. — ^An  employee  who  has  left  his  employment  volun- 
tarily without  good  cause  connected  with  such  employment  shall  be  ineligible 
for  benefits  for  the  week  in  which  such  leaving  occurred  and  for  the  3  next 
following  weeks;  provided,  moreover,  that  such  weeks  shall  be  charged  (as  if 
benefits   for   total   unemployment    had    been    paid    therefor)    against    the    em- 


^2  In  view  of  the  above  provision,  for  a  separate  waiting  period  per  employer,  this  figure 
should  not  be  set  very  high.  If  "  two  "'  were  specified  above,  an  employee  who  worked  for 
i:  different  employers  would  serve  a  4  weeks'   waiting  period. 

14  'pijp  Committee  on  Economic  Security  takes  no  position  as  to  what  the  length  of  the 
waiting  period  should  be.  The  State  may  specify  a  waiting  peiiod  of  2,  'S.  or  4  weeks,  or 
any  other  period  it  considers  suitable.  It  should  be  emphasized,  however.  tl:at  a  long 
waiting  period  will  result  in  a  considerable  saving  to  the  fund  because  of  the  large  amount 
of  unemployment  of  2  or  .3  weeks'  duration,  and  that  such  saving  will  make  possible  a 
longer  maximum  duration  of  benefits  to  those  unemployed  longer  than  the  waiting  period. 
The  "Actuarial  memorandum  "  accompanying  this  bill  should  be  oousulted,  and  the 
appropriate  adjustment  made  in  the  maximum  duration  of  benefits  allowed. 
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IJloyee's  most  recent  weeks  of  employment  (by  the  employer  in  question)  ngain&v 
•which  benefits  have  not  i)reviously  been  charged  hereiuider. 

Note. — Tlie  above  subsection  (5)  is  considered  to  be  equitable.  The 
IKM-iod  of  discpialification  may,  of  course,  be  lengthened,  or  the  person  quit- 
rinic  voluntarily  without  reasonable  cause  may  he  entirely  disqualified,  if 
the  ytate  so  desires. 

(0)  Dlsclwrgc  for  misconduct. — An  employee  who  has  been  discharged  for 
proved  misconduct  coiniected  with  his  employment  shall  thereby  become  in- 
eligilile  for  benefit  for  the  week  in  which  such  discharge  occurred  and  for  not 
less  than  the  three  nor  more  than  the  six  next  following  weeks,  as  determined 
by  the  coniniission  in  each  individual  case:  provided,  moreover,  that  the  ineli- 
gible weeks  thus  determined  shall  be  charged  (as  if  benefits  for  total  unem- 
ployment had  been  paid  therefor)  against  the  employee's  most  I'ecent  weeks  of 
employment  (liy  the  discharging  employer)  against  which  benefits  have  not 
previously  been  charged  hereunder,  and  shall  also  be  counted  against  his  maxi- 
nmm  weeks  of  benefit  per  year. 

(7)  Refusal  of  suitable  employment. — If  an  otherwise  eligible  employee  fails, 
■with(>ut  good  cause,  either  to  apply  for  suitable  employment  when  notified  by 
the  employment  office,  or  to  accept  suitable  employment  when  offered  him  he 
i<hall  thereby  become  ineligible  for  benefits  for  the  week  in  which  such  failure 
occurred  and  for  the  3  next  following  weeks ;  provided,  moreover,  that  such 
■weeks  shall  be  charged  (as  if  benefits  for  total  unemployment  had  been  paid 
therefor)  against  the  employees'  most  recent  weeks  of  employment  against 
which  benefits  have  not  previously  l)een  charged  hereunder,  and  shall  also  be 
counted  against  his  maximum  weeks  of  benefit  per  year. 

"  Suitable  employment "  shall  mean  any  employment  for  which  the  employee 
in  question  is  reasonably  fitted,  which  is  located  within  a  reasonable  distance 
■of  his  residence  or  last  employment,  and  which  is  not  detrimental  to  his  health, 
safety,  or  morals.  No  employment  shall  be  deemed  suitable,  and  benefits  shall 
not  be  denied  under  this  act  to  any  otherwise  eligible  employee  for  refusing  to 
accept  new  work,  under  any  of  the  following  conditions:  (o)  If  the  position 
offered  is  vacant  due  directly  to  a  strike,  lockout,  or  other  labor  dispute;  (5)  If 
the  wages,  hours,  and  other  conditions  of  the  work  offered  are  less  favorable  to 
the  employee  than  those  prevailing  for  similar  work  in  the  locality;  (c)  if 
acceptance  of  such  employment  would  either  require  the  employee  to  join  a 
company  union  or  would  interfei'e  with  his  joining  or  retaining  membership  in 
any  bona  fide  labor  organization. 

Note. — The  above  definition  of  "  suitable  employment "  is  required  in  the 
Federal  bill,  and  the  wording  of  the  entire  last  sentence  should  not  be 
altered. 

(Optional  provision) 

(8)  Employees  harrecl  from,  benefits  by  war/e  disqunlification. — An  employee 
shall  not  be  eligible  for  any  benefits  whatever  based  on  his  past  weeks  of 
employment  by  a  given  employer,  if  he  loses  his  employment  with  such  em- 
ployer after  being  regularly  employed  liy  him  (for  at  least  20  out  of  the  last 
24  calendar  months)  on  a  min'mum  salary  basis  (payable  and  paid,  for  each 
of  .such  20  months,  whether  or  not  the  employer  had  wage-earning  work  avail- 
able for  the  employee)  amounting  to  at  least  $ per  month. 

Note. — No  State  is  required  to  include  in  its  law  the  above  subsection 
(8).  Any  denial  of  benefits  to  an  employee,  becau.se  his  wages  have  been 
relatively  high,  is  very  complicated  to  administer  and  apt  to  be  inequitable 
in  man.v  cases. 

The  .$15  weekly  benefit  maximum  will  in  itself  result  in  higher-paid 
workers  receiving  In  benefits  a  relatively  lower  percentage  of  their  full- 
time  weekly  wages. 

If  some  wage  disqualification  is  to  be  used,  it  should  not  be  based  on 
mere  hourly  or  weekly  wage  rates  but  rather  on  annual  (salary)  earnings. 

Hence,  the  above  subsection  is  set  forth  (as  the  best  provision  of  tliis 
type)  without  l)eing  recommended. 

SECTION    8.    SETTLEMENT   OF    BENEFIT    CL.VIMS 

Note  on  II.\xdt.tng  Cl.mms. — The  following  section  has  the  great  advan- 
tage of  leaving  the  appeal  arrangements  flexible,  so  that  they  can  be  set 
up  (and  changed)  by  the  administrative  authority  after  further  study  and 
<'xperiencc,  without  the  necessity  of  legislative  amendments. 
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(1)  Filing. — Benefit  claims  shall  be  filed  at  the  emplojmient  office,  pursuant 
to  general  commission  rules. 

(2)  Initial  determination. — A  deputy  designated  by  the  commission  shall 
promptly  determine  whether  or  not  the  claim  is  valid,  and  the  amount  of 
benefits  apparently  payable  thereunder,  and  shall  duly  notify  the  employee  and 
his  most  recent  employer  of  such  decision.  Benefits  shall  be  paid  or  denied 
accordingly,  unless  either  party  requests  a  hearing  within  5  calendar  days  after 
such  notification  was  delivered  to  him  or  was  mailed  to  his  last  known  address. 

(3)  Appeals. — Unless  such  request  for  a  hearing  is  withdrawn,  the  claim, 
thus  disputed  shall  be  promptly  decided,  after  affording  both  parties  reasonable 
opportunity  to  be  heard,  by  such  appeal  tribunal  as  the  commission  may  desig- 
nate or  establish  for  this  purpose.  The  parties  shall  l)e  duly  notified  of  such 
tribunal's  decision,  which  shall  be  deemed  a  final  decision  by  the  commission. 
except  in  cases  where  the  commission  acts  on  its  own  motion  or,  pursuant  to 
general  rules,  permits  the  parties  to  initiate  further  appeal  or  review. 

(4)  Appeal  tribunals. — To  hear  and  decide  disputed  claims,  the  commission 
may  establish  one  or  more  appeal  tribunals  consisting  in  each  case  of  one  full- 
time  salaried  examiner  (or  commissioner)  who  shall  serve  as  chairman,  and  of 
two  other  members,  namely  an  employer  or  representative  of  employers  and  an 
employee  of  representative  of  employees,  who  shall  each  be  paid  a  fee  of  not 
more  than  $10  per  day  of  active  service  on  such  tribunal  (plus  necessary 
expenses)  and  shall  serve  until  replaced  by  the  commission,  except  that  no 
pereson  shall  hear  any  case  in  which  he  is  a  directly  interested  party.  The 
chairman  of  such  appeal  tribunal  may  act  for  it  at  any  session  in  the  absence 
of  one  or  both  other  members,  provided  they  have  had  due  notice  of  such^ 
session. 

(5)  Procedure. — The  manner  in  which  claims  shall  be  presented,  the  reports 
thereon  required  from  tlie  employee,  and  from  employers,  and  the  conduct  of 
hearings  and  appeals  shall  be  governed  by  general  commission  rules  (whether 
or  not  they  conform  to  common  law  or  statutory  rules  of  evidence  and  other 
technical  rules  of  procedure)  for  determining  tlie  rights  of  the  parties.  A  full 
and  complete  record  shall  be  kept  of  all  proceedings  in  connection  with  a  dis- 
puted claim.  All  testimony  at  any  hearing  sliall  be  taken  down  by  a  stenog- 
rapher, but  need  not  be  transcribed  unless  the  disputed  claim  is  further 
appealed. 

(6)  Commission  review. — The  commission  shall  have  the  power  to  remove 
or  transfer  the  proceedings  on  any  claim  pending  before  a  deputy,  appeal 
tribunal,  or  commissioner;  and  may  on  its  own  motion  (within  10  days  after 
the  date  of  any  decision  by  a  deputy,  appeal  tribunal,  commissioner,  or  by 
the  commission  as  a  body)  affirm,  reverse,  change,  or  set  aside  any  such  deci- 
sion, on  the  basis  of  the  evidence  previously  submitted  in  such  case,  or  direct 
the  taking  of  additional  testimony. 

(7)  Appeal  to  courts. — Except  as  thus  provided,  any  decision  (unless  ap- 
pealed pursuant  to  general  commission  rules)  shall,  10  days  after  the  date  of 
such  decision,  become  the  final  decision  of  the  commission,  and  all  findings 
of  fact  made  therein  shall  (in  the  absence  of  fraud)  be  conclusive;  and  such 
decision  shall  then  be  subject  to  judicial  review  solely  on  questions  of  law. 
Such  judicial  review  shall  be  barred  unless  the  plaintiff  party  has  used  and 
exhausted  the  remedies  provided  hereunder  and  has  commenced  judicial  action 
(with  notice  to  the  commission)  within  10  days  after  a  decision  hereunder- 
has  become  the  final  decision  of  the  commission  in  the  disputed  case. 

(8)  Oaths  and  iritnesses. — In  the  discharge  of  their  duties  under  this  section 
any  deputy,  any  member  of  an  appeal  tribunal,  and  any  examiner,  commis- 
sioner, or  duly  authorized  representative  of  the  commission  shall  have  power 
to  administer  oaths  to  persons  appearing  before  them,  take  depositions,  certify 
to  official  acts,  and  by  subpenas  (served  in  the  manner  in  which  court  subpenas 
are  served)  to  compel  attendance  of  witnesses  and  the  production  of  books, 
papers,  documents,  and  records  necessary  or  convenient  to  be  used  by  them  in 
connection  with  any  disputed  claim.  Witness  fees  and  other  expenses  involved 
in  proceedings  under  this  section  shall  be  paid  to  the  extent  necessary,  at  rates 
specified  by  general  commission  rules,  from  the  unemployment  administration 
fund. 

SECTION  9.    COURT  BE\IEW 

Each  State  should  draft  a  section  consistent  with  its  judicial  structure  and 
procedure.  This  section  should  specify:  (1)  Type  of  legal  action.  (2)  the 
court  or  courts  to  be  used,  (3)  transmission  by  the  commission  of  the  record' 
in  the  case,  (4)  assessment  of  court  costs,  and  so  forth. 
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Some  States  have,  under  their  accident  compensation  laws,  found  it  desir- 
able to  liavo  a  single  court  handle  all  such  cases,  thereby  deA'eloping  a  tribunal 
with  siiccializc'd  kmiwiedge  and  experience  in  this  field.  Such  procedure  might 
well  l)e  followed  in  the  new  field  of  unemployment  compensation. 

Note  0)1  ndininistnitirc  organization  {possiMe  types). — The  work  involved 
in  the  administration  of  a  State  unemployment  compensation  law  will  be  very 
considerable. 

The  ailministrative  expenses  (including  the  operation  of  public  employment 
offices),  judging  Ity  exp«M-ience  abroad,  will  be  at  least  10  percent  of  the 
annual  contributions.  For  each  million  of  population,  if  the  State's  employ- 
ment and  wage  rates  are  about  the  average  of  the  entire  country,  luiemploy- 
ment  compensation  contributions  (at  8  percent)  would  average  about  $3,500,000 
annually  under  existing  conditions,  and  the  administrative  expenses  (at  10 
percent)  would  be  about  .$350,000  annually  (per  million  of  population)  after 
benefits  start.  (Federal  grants  will  cover  most  of  these  administration  costs, 
provided  the  State  administration  complies  with  Federal  standards.) 

Hence,  many  States  will  desire  to  create  a  new  full-time  commission,  suitable 
for  dealing  with  the  many  new  accounting,  legal,  and  administrative  problems. 
This  bill  eml)odies  the  organization  of  such  a  commission  (see  sect.  10  below), 
briefly  as  follows : 

1.  Adnunistration  by  a  new  salaried  commission  of  three  members,  which 
will  determine  the  policies,  adopt  necessary  rules  and  regulations,  act  as  the 
board  of  review  for  appealed  cases,  and  have  general  supervision  of  the  routine 
administration  through  a  director  or  a  secretary. 

However,  some  States,  in  the  light  of  their  present  administrative  organiza- 
tion or  because  of  a  smaller  volume  of  work,  may  wish  to  consider  the  follow- 
ing alternative  i)lans  of  organization: 

2.  Administration  under  the  present  labor  department,  but  with  a  new  divi- 
sion headed  by  an  executive  director  in  direct  charge  of  administering  the 
unemployment  compensation  act  and  the  employment  ofiices.  If  this  is  done, 
a  part-time  or  full-time  commission  to  help  in  formulating  general  policies  and 
to  review  appealed  benefit  cases  is  desirable. 

3.  A  new  part-time  (per  diem)  board,  with  a  salaried  executive  director. 
Such  a  part-time  board  would  review  appealed  benefit  cases,  have  jurisdiction 
over  general  policies,  pass  upon  rules  and  regulations,  and  be  responsible  for 
the  administration,  selecting  the  director  who  would  be  subject  to  the  board. 
(Such  a  part-time  board  should  be  used  in  smaller  States.) 

4.  Administration  by  a  single  new  commissioner,  with  a  part-time  (per 
diem)  board  appointed  by  him.  Such  a  part-time  board  might  well  review 
appealed  benefit  cases,  and  would  advise  the  commissioner  on  general  policies. 
(Such  part-time  board  should  be  used  only  in  smaller  States.) 

SECTION    10.    UNEMPLOYMENT    COMPENSATION    COMMISSION 

(1)  Organization. — There  is  hereby  created  a  commission  of  three  members, 
to  be  known  as  the  Unemployment  Compensation  Commission  of 

(State) 

The  members  of  the  commission  shall  be  appointed  by  the  Governor  within  90 
days  after  the  passage  of  this  act.  The  commissioners  thus  appointed  shall 
serve,  as  designated  by  the  Governor  at  the  time  of  appointment,  1  for  a  term 
of  2  years,  1  for  a  term  of  4  years,  and  1  for  a  term  of  6  years.  At  the  expira- 
tion of  such  initial  terms  appointments  shall  be  made  for  a  term  of  6  years  in 
each  case.  Any  appointment  to  a  vacancy  shall  be  for  the  unexpired  term  in 
(juestion.  No  commissioner  shall,  during  his  term  of  office,  engage  in  any 
oMier  business,  vocation,  or  employment,  or  serve  as  an  officer  or  committee 
member  oT  any  i»olitical-party  organization.  The  Governor  may  at  any  time, 
after  public  bearing,  remove  any  commissioner  for  gross  inefficiency,  neglect 
of  duty,  malfeasance,  misfeasance,  or  nonfeasance  in  office. 

(2)  Hnlarics. — Each  commissioner  shall  be  paid  a  fixed  monthly  salary,  at 
the  rate  of  —  thousand  dollai's  per  year  of  service,  from  the  unemployment 
administration  fund. 

Note. — To  socnre  persons  willi  ability,  training,  and  experience  reason- 
ably equal  to  their  new  and  difficult  task,  the  State  should  expect  to  pay 
each  commissioner  approximately  $2,000  per  million  of  State  population, 
but  not  less  than  $4,000  in  any  event. 

(3)  Quorum. — Any  two  commissioners  shall  constitute  a  quorum  to  transact 
business.     No  vacancy  shall  impair  the  right  of  the  remaining  commissioners 
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to  exercise  all  of  the  powers  of  the  commission,  so  long  as  a  majority  remain. 
The  commission  shall  determine  its  own  organization  and  methods  of  procedure. 

SECTION   11.    ADMINISTBATION 

(1)  Duties  and  poirers  of  commission. — It  shall  be  the  duty  of  the  commis- 
sion to  administer  this  act ;  and  it  shall  have  power  and  authority  to  adopt 
and  enforce  all  I'easonable  rules  and  orders  necessary  or  suitable  to  that  end, 
and  to  employ  any  persons,  make  any  expenditures,  require  any  reports,  and 
take  any  other  action  (within  its  means  and  consistent  with  the  provisions  of 
this  act)  necessary  or  suitable  to  that  end.  Annually,  by  the  1st  day  of 
February,  the  commission  shall  submit  to  the  Governor  a  summary  report  cov- 
ering the  administration  and  operation  of  this  act  during  the  preceding  calendar 
year,  and  making  such  recommendations  as  the  commission  deems  proper. 
Whenever  the  commission  believes  that  a  change  in  contribution  and/or  benefit 
rates  will  become  necessary  to  protect  the  solvency  of  the  fund,  it  shall  at  once 
inform  the  Governor  and  the  legislature  thereof,  and  make  recommendations 
accordingly. 

(2)  General  commission  rules. — General  rules,  interpreting  or  applying  this 
act  and  affecting  all  (or  classes  of)  employers,  employees,  or  other  persons  or 
agencies,  shall  be  adopted  b.v  the  commission  only  after  discussion  with  a 
representative  State- wide  advisory  council  (constituted  as  hereinafter 
described)  or  after  public  hearing  (before  the  commission)  of  which  notice 
has  been  given  through  the  press.  Such  general  commission  rules  shall,  upon 
adoption  by  a  majority  of  the  commission,  be  duly  recorded  in  its  minutes  and 
be  filed  with  the  secretary  of  state,  and  shall  thereupon  take  legal  effect.  Such 
rules  may  be  amended,  in  tlwe  same  manner  as  is  above  provided  for  their 
adoption. 

(3)  PuWcaUon. — The  commission  shall  cause  to  be  printed  in  proper  form 
for  distribution  to  the  public  the  text  of  this  act,  the  commission's  general  rules, 
its  annual  report  to  the  Governor,  and  any  other  material  the  commission  deems 
relevant  and  suitable,  and  shall  furnish  the  same  to  any  person  upon  applica- 
tion therefor ;  and  such  printing  and  availability  upon  application  shall  be 
deemed  a  suflScient  publication  of  the  same. 

(4)  Personnel. — The  commission  is  authorized,  vpithin  its  means,  to  appoint 
and  fix  the  compensation  of  such  oflicers,  accountants,  attorneys,  experts,  and 
other  persons  as  are  necessary  in  the  execution  of  its  functions.  All  positions 
in  the  administration  of  this  act  shall  be  filled  by  persons  selected  and  appointed 
on  a  nonpartisan  merit  basis,  under  rules  and  regulations  of  the  commission. 
The  commission  shall  not  employ  or  pay  any  person  who  is  serving  as  an  oflScer 
or  committee  member  of  any  political  party  organization.  The  commission 
shall  fix  the  duties  and  powers  of  all  persons  thus  employed,  and  may  authorize 
any  such  person  to  do  any  act  or  acts  which  could  lawfully  be  done  by  a 
commissioner.  The  commission  may  in  its  discretion  bond  any  person  handling 
moneys  or  signing  checks  hereunder. 

Note. — A  nonpartisan  merit  basis  must  be  used,  to  secure  any  Federal 
money  for  administrative  costs. 

(5).  Advisory  councils. — The  commission  shall  appoint  a  State-wide  advisory 
council  and  local  advisory  councils,  composed  in  each  case  of  equal  numbers  of 
employer  representatives  and  employee  representatives  (namely  of  persons  who 
may  fairly  be  regarded  as  thus  representative  because  of  their  vocation,  em- 
ployment, or  afl51iations),  and  of  such  members  representing  the  public  generally 
as  the  commission  may  designate.  Such  councils  shall  aid  the  commission  in 
formulating  policies  and  discussing  problems  related  to  the  administration  of 
this  act  and  in  assuring  impartiality,  neutrality,  and  freedom  from  political 
influence  in  the  solution  of  such  problems.  Such  advisory  councils  shall  serve 
without  compensation,  but  shall  be  reimbursed  for  any  necessary  expenses. 

(6)  Employment  stahilization. — It  shall  be  one  of  the  purposes  of  this  act 
to  promote  the  regularization  of  employment  in  enterprises,  localities,  indus- 
tries, and  the  State.  The  commission,  with  the  advice  and  aid  of  its  advisory 
councils,  shall  take  all  appropriate  steps  within  its  means  to  reduce  and  pre- 
vent unemployment ;  to  encourage  and  assist  in  the  adoption  of  practical 
methods  of  vocational  training,  retraining,  and  vocational  guidance;  to  investi- 
gate, recommend,  advise,  and  assist  in  the  establishment  and  operation,  by 
municipalities,  counties,  school  districts,  and  the  State,  of  reserves  for  public 
works  to  be  used  in  times  of  business  depression  and  unemployment ;  to  promote 
the  reemployment  of  unemployed  workers  throughout  the  State  in  every  other 
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way  that  may  be  feasible ;  and  to  these  ends  to  employ  expei-ts  and  to  carry 
on  and  publish  the  results  of  investigations  and  research  studies. 

(7)  h'cconl-i  and  rci»(>rts. — Kvcry  oiii])l()yi'r  (of  any  person  in  this  State) 
shall  keep  true  and  accurate  employment  records  of  all  persons  employed 
by  him.  and  of  the  weekly  hours  worked  for  him  by  each,  and  of  the  weekly 
wages  paid  by  him  to  each  such  person.  Such  records  shall  be  open  to 
inspection  by  the  commission  or  its  anthoiiztvl  rejtresentatives  at  any  reasonable 
time  and  as  often  as  may  be  necessary.  The  commission  may  require  from 
any  employer  (of  any  iier.son  in  tliis  State)  any  reports  covering  persons 
employed  by  him,  on  employment,  wages,  hours,  unemployment  and  related 
matters,  which  the  comnussion  deems  necessary  to  the  effective  administration 
of  this  act.  Information  thus  olitained  shall  not  be  published  or  be  open  to 
public  inspection  in  any  manner  revealing  the  emplo.ver's  identit.y,  and  any 
commission  employee  guilty  of  violating  this  provision  shall  be  subject  to 
the  penalties  provided  in  this  act. 

(8)  Krpreficiitation  in  court. — On  request  of  the  commission  the  attorney 
general  shall  represent  the  commission  and  the  State  in  any  court  action 
relating  to  this  act  or  to  its  administration  and  enforcement,  except  as  special 
counsel  may  be  designated  by  the  commission  with  the  approval  of  the  Governor 
and  except  as  otherwise  provided  in  this  Act. 

(9)  State-Federal  cooperation. — The  conmiission  is  hereby  authorized  and 
directed  to  cooperate  in  all  necessary  respects  with  the  appropriate  agencies 
and  departments  of  the  Federal  Government,  in  the  administratir)n  of  this 
act  and  of  free  public  employment  offices ;  and  to  make  all  reports  thereon 
requested  by  and  directly  interested  Federal  agency  or  department ;  and 
to  accept  any  sums  allotted  or  apportioned  to  the  State  for  such  administra- 
tion, and  to  comply  with  all  reasonable  Federal  regulations  governing  the 
expenditure  of  such  sums. 

(10)  Employment  Offices. — The  connnission  shall  establish  and  maintain  such 
free  public  employment  offices,  including  such  branch  offices,  as  may  be 
necessary  for  the  proper  administration  of  this  act.  The  commission  shall 
maintain  a  division  for  this  purpose.  The  existing  free  public  employment 
offices  of  the  State  (if  any)  shall  be  transferred  to  the  jurisdiction  of  such 
division ;  and  upon  such  transfer  all  duties  and  powers  conferred  by  law  upon 
any  other  department,  agency,  or  officer  relating  to  the  establishment,  main- 
tenance, and  operation  of  free  public  employment  offices  shall  be  vested  in 
such  division.  All  moneys  thereafter  made  available  by  or  received  by  the 
State  for  the  State  employment  service  shall  be  paid  to  (and  expended  from) 
the  unemployment  administration  fund,  and  a  special  "  employment  service 
account "  shall  be  maintained  for  this  purpose  as  a  part  of  said  fund. 

SECTION    12.    ACCBa>TANCE   OF   ACT   OF   CONGRESS,    RELATING   TO  EMPLOYMENT    SERVICE 

(1)  Formal  acceptance. — The  State  hereby  accepts  the  provisions  of  the 
Wagner-Peyser  Act  approved  .hnie  G.  1933  (48  Stat.  113,  U.  S.  (\,  title  29, 
sec.  49  (c),  "An  act  to  provide  for  the  establishment  of  a  national  employ- 
ment system  and  for  cooperation  with  the  States  in  the  promotion  of  such 
system,  and  for  other  purposes,"  in  conformity  with  section  4  thereof,  and  will 
observe  and  comply  with  the  requirements  of  said  act  of  Congress. 

(2)  State  emploi/ment  scriHce. — There  is  hereby  created,  under  the  Unem- 
ployment Comi)ensation  Commission,  a  division  to  be  known  as  the  " 

State  Employment  Service",  which  shall  be  affiliated  witli  the  United  States 
Employment  Service.  The  said  division  is  hereby  designated  and  con- 
stituted the  agency  of  this  State  for  the  purposes  of  the  Wagner-Peyser  Act. 
The  said  division  shall  be  adnnnistered  by  a  full-time  salai'ied  dii-ector,  who 
is  hereby  given  full  power  to  cooperate  with  all  authorities  of  the  United 
States  having  powers  or  duties  under  the  said  act  of  Congress  and  to  do  and 
perform  all  things  necessary  to  secure  to  this  State  the  benefits  of  the  said 
act  of  Congress  in  the  promotion  and  maintenance  of  a  system  of  public 
emidoyment  offices. 

(3)  Finnncinii. — All  moneys  made  available  by  or  received  by  this  State 
under  sai<l  act  of  Congress  shall  be  paid  into  a  special  "  emplo.vjnent  service 
account "    in    the   unemployment    administration    fund,   and    said    moneys   are 

hereby  appropriated  and  mside  available  to  the  " State  Employment 

Service"  to  be  exjiended  as  provided  by  this  act  and  by  said  act  of  Congress. 

Note. — The  Federal  economic  security  measure  requires  that  the  State 
accept  the  provisions  of  the  Wagner-Peyser  Act  for  the  establishment  of 
an  effective  system  of  public  employment  offices. 
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Tlie  above  section  can  be  used  for  this  purpose  and  can  pi'operly  be 
included  in  tliis  bill  even  where  the  State  has  already  accepted  the  Wagner- 
Peyser  Act. 

This  bill  places  the  State  employment  service  under  the  commission 
administering  the  unemployment  compensation  law,  as  is  proper  and  vir- 
tually necessary  for  the  effective  operation  of  both  the  service  and  the  law. 

However,  in  case  a  given  State  does  not  wish  to  place  its  State  employ- 
ment service  under  the  Unemployment  Compensation  Commission,  then  the 
above  section  should  be  omitted  or  modified,  and  subsection  (10)  of  sec- 
tion 11  should  also  be  modified.  The  Governor  or  the  State's  labor  depart- 
ment should  in  that  case  secure  advice  from  the  United  States  Employ- 
ment Service,  Department  of  Labor,  Washington,  D.  C,  on  the  procedure 
and  changes  in  this  bill  which  would  in  that  case  become  necessary. 

SECTION    13.    RECIPROCAL    BENEFIT    ARRANGEMENTS    WITH    OTHER    STATES 

The  commission  is  hereby,  authorized,  subject  to  approval  by  the  Governor, 
to  enter  into  reciprocal  arrangements  with  the  proper  authorities,  in  the  case 
of  any  other  unemployment  compensation  system  established  by  any  State  law 
or  by  an  act  of  Congress,  as  to  persons  who  have  (after  acquiring  rights  to 
benefits  under  this  act  or  under  such  other  system)  newly  come  under  this 
act  or  under  such  other  system,  whereby  such  benefits  (or  substantially  equiv- 
alent benefits)  shall  be  paid  (or  both  paid  and  financed)  in  whole  or  in  part 
through  (or  by)  the  fund  of  the  unemployment  compensation  system  newly 
applicable  to  such  person.  Such  reciprocal  arrangements  shall  be  adopted  and 
published  by  the  commission  in  the  same  manner  as  its  general  rules. 

Note. — The  above  section  is  designed  to  make  possible  reciprocal  arrange- 
ments whereby  an  employee  will  not  lose  his  benefit  rights  if  he  moves 
from  one  State  to  the  other,  or  from  employment  covered  by  a  direct  act 
of  Congress.     The  wording  should  not  be  altered. 

SECTION    14.    PROTECTION   OF  RIGHTS    AND   BENEFITS 

(1)  Waiver  of  rights  void. — No  agreement  by  an  employee  to  waive  his  right 
to  benefit  or  any  other  right  under  this  act  shall  be  valid.  No  agreement  by 
an  employee  or  by  employees  to  pay  all  or  any  portion  of  the  contributions 
required  under  this  act  from  employers  shall  be  valid.  No  employer  shall 
make  or  require  any  deduction  from  wages  to  finance  the  contributions  required 
of  him,  or  require  any  waiver  by  an  employee  of  any  right  hereunder.  Any 
employee  claiming  a  violation  of  this  section  may  have  recourse  to  the  method 
set  up  in  this  act  for  deciding  benefit  claims ;  and  the  commission  shall  have 
power  to  take  any  steps  necessary  or  suitable  to  correct  and  prosecute  any  sucli 
violation. 

(2)  Limitation  of  fees. — No  employee  shall  be  charged  fees  of  any  kind  by 
the  commission  or  its  representatives  in  any  proceeding  under  this  act.  Any 
employee  claiming  benefits  in  any  proceeding  or  court  action  may  be  repre- 
sented by  counsel  or  other  duly  autliorized  agent ;  but  no  such  counsel  or  agents 
shall  together  charge  or  receive  for  such  service^  more  than  10  percent  of  the 
maximum  benefits  at  issue  in  such  proceeding  or  court  action. 

(3)  'No  assignment  or  garnishment  of  benefits. — Benefits  which  are  due  or 
may  become  due  under  this  act  shall  not  be  assignable  before  payment,  but 
this  provision  shall  not  affect  the  survival  thereof;  and  when  awarded,  adjudged, 
or  paid  shall  be  exempt  from  all  claims  of  creditors,  and  from  levy,  execution, 
and  attachment  or  other  remedy  now  or  hereafter  provided  for  recovery  or 
collection  of  debt  which  exemption  may  not  be  waived. 

SEC.  15.    COLLECTION  OF  CONTRIBUTIONS 

(1)  Interest  on  tardy  payments. — If  any  employer  fails  to  make  promptly, 
by  the  date  it  becomes  due  hereunder,  any  payment  required  to  be  made  by 
him  under  this  act,  he  shall  be  additionally  lialile  (to  tlie  unemployment  admin- 
istration fund)  for  interest  on  such  payment  at  the  rate  of  1  percent  per  month 
from  the  date  such  payment  became  due  until  paid,  pursuant  to  general  com- 
mission rules. 

(2)  Bankruptcy. — In  the  event  of  an  employer's  dissolution,  bankruptcy, 
adjudicated  insolvency,  receivership,  assignment  for  benefit  of  creditors,  judi- 
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ciiiUy  confirmed  extension  proposal  or  composition,  or  any  analogous  situation, 
contribution  payments  tlien  and  thereafter  due  under  this  act  shall  have  the 
greatest  priority  (suhscduent  to  taxes.  l)ut  at  least  equal  to  wage  claims)  then 
permitted  by  law;  liut  this  subsection  shall  not  impair  the  lien  of  any  judgment 
entered  upon  any  award. 

(3)  Court  action. — Upon  complaint  of  the  conunission,  the  attorney  general 
shall  institute  and  prosecute  the  necessary  actions  or  proceedings  for  the  re- 
covery of  any  contributions  or  other  payments  due  hereunder;  or,  at  his  request 
and  under  his  direction,  the  prosecuting  attorney  (of  any  county  in  which  the 
employer  has  a  place  of  business)  shall  institute  and  prosecute  the  necessary 
actions  or  proceedings  for  the  recovery  of  any  contributions  or  other  payments 
due  hereunder. 

SECTION    IG.   PENALTIES 

(1)  Whoever  willfully  makes  a  false  statement  or  representation  to  obtain 
or  increase  an.v  benefit  or  other  payment  under  this  act,  either  for  himself  or 
for  any  other  person,  shall  upon  conviction  be  i)unished  by  a  fine  of  not  less  than 
$20  nor  more  than  .$50,  or  by  imprisonment  in  the  county  jail  not  longer  than 
30  days,  or  l)y  both  such  fine  and  imprisonment ;  and  each  such  false  statement 
or  representation  shall  constitute  a  separate  and  distinct  offense. 

(2)  Any  employer  (of  any  person  in  this  State)  or  his  agent  wlio  willfully 
makes  a  false  statement  or  representation  to  avoid  becoming  or  remaining  sub- 
ject hereto,  or  to  avoid  or  reduce  any  contribution  or  other  payment  required 
of  such  employer  under  this  act,  or  who  willfully  fails  or  refuses  to  make  any 
such  contribution  or  other  payment  or  to  furnish  any  reports  duly  required 
hereunder,  or  to  api>ear  or  testify  or  produce  records  as  lawfully  i-equired  here- 
under, or  who  makes  or  requires  any  deduction  from  wages  to  pay  all  or  any 
portion  of  the  contributions  required  from  employers,  or  who  tries  to  induce  any 
employee  to  waive  any  right  under  this  act,  shall,  upon  conviction,  be  puni.shed 
by  a  fine  of  not  less  than  $20  nor  more  than  $200,  or  by  imprisonment  in  the  county 
jail  not  longer  than  60  days,  or  by  both  such  fine  and  imprisonment ;  and  each 
such  false  statement  or  representation,  and  each  day  of  such  failure  or  refusal, 
and  each  such  deduction  from  wages,  and  each  such  attempt  to  induce  shall 
constitute  a  separate  and  distinct  offense.  If  the  employer  in  question  is  a 
corporation,  the  president,  the  secretary,  and  the  treasurer,  or  officers  exercising 
corresponding  functions,  shall  each  be  subject  to  the  aforesaid  penalties. 

(3)  Any  violation  of  any  provision  of  this  act  for  which  a  penalty  is  neither 
prescribed  above  nor  provided  by  any  other  applicable  statute,  shall  be  punished 
by  a  fine  of  not  less  than  $20  nor  more  than  $50,  or  by  imprisonment  in  the 
county  jail  not  longer  than  30  days,  or  by  both  such  fine  and  imprisonment. 

(4)  On  complaint  of  the  commission  the  fines  specified  or  provided  in  this 
section  may  be  collected  by  the  State  in  an  action  for  debt.  All  fines  thus 
collected  shall  be  paid  to  the  unemployment  administration  fund. 

SECTION     17.    UNEMPLOYMENT    AD>riNISTBATION    FUND 

(1)  Special  fund. — There  is  hereby  created  the  "Unemployment  Compensation 
Administration  Fund  ",  to  consisi  of  all  moneys  received  by  the  State  or  by 
the  commission  for  the  administration  of  this  act.  This  special  fund  shall  be 
bandied  by  the  State  treasurer  as  other  State  moneys  are  handled ;  but  it  shall 
be  expended  solely  for  the  puriwses  herein  specified,  and  its  balances  shall  not 
lap.se  at  any  time  but  shall  remain  continuously  available  to  the  commission 
for  expenditure  consistent  herewith. 

(2)  Federal  aids. — All  Federal  moneys  allotted  or  apportioned  to  the  State 
by  the  Federal  Social  Insurance  Board  (or  other  agency)  for  the  administra- 
tion of  this  act  shall  be  paid  into  the  unemployment  administration  fund. 

(3)  Employment  service  aeeovnt. — A  special  "employment  service  account" 
shall  be  maintained  as  a  part  of  said  fund. 

SECTION    18.    APPROPRIATIONS 

(1)  All  moneys  in  the  unemployment  administration  fund  at  any  time  are 
hereby  ajipropriated  to  the  unemployment  comix^nsation  commission,  including 
its  en)ployment  service  division. 

(2)  Tlicre  is  hereby  appropriated,  to  the  employnuMit  service  account  of  the 
unemployment  administration  fund,  from  any  money  in  the  State  treasury  not 
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otherwise  appropriated,  on  July  1,  1935,  and  annually  thereafter  on  the  1st  day 
of  July,  the  sum  of  $ .^^ 

SECTION    19.    SAATNG   CLAUSE 

The  leaislature  resei-ves  the  right  to  amend  or  repeal  all  or  any  part  of  this 
act  at  any  time ;  and  there  shall  be  no  vested  private  right  of  any  kind  against 

such  amendment  or  repeal.  ,  ,.,.       „^^ 

Note— This  provision  is  required  by  the  Federal  bill  as  a  condition  for 
the  allowance  of  credits  against  the  Federal  pay-roll  tax. 

SECTION    20.    SEPARABILITY   OF  PROVISIONS 

If  any  provision  of  this  act,  or  the  application  thereof  to  ^ny  person  or  cir- 
cumstance, is  held  invalid,  the  remainder  of  the  act  and  the  application  of  such 
prvision  to  other  persons  or  circumstances  shall  not  be  affected  thereby. 

SECTION    21.    EFFECTI\'E  DATE 

This  act  shall  take  effect  upon  passage. 

NOTE -This  section  should  be  modified  where  necessary  to  conform  with 
the  State's  regular  requirements  for  ofiicial  publication,  etc.,  pnor  to  the 

*'So?E-lVstSe'XVdSres  to  do  so  may  of  course  modify  the  fore 
going  bill  to^Srmit  certain  employers   (or  groups)   to  maintain  separate 
^guaraneed  employment  accounts."     The  Federal  economic  ^ecimty  meas- 
ure  includes  certain  standards  which  would  apply  to  any  such  account 
permmecl  under  a  State  law.     (The  State  law  could,  however,  provide  addi- 

"^r  optTonal''e;]ployment  provision  (for  insertion  in  the  fo-going  bUl) 
to  nermit  a  guaranteed  employment  account  is  now  being  dratted  by  tne 
CommmeeoS  Economic  Security  for  due  consideration  by  any  interested 
State,  and  will  shortly  be  sent  to  you. 


MEMORANDUM    CONCERNING    StATE    OlD-AGE   ASSISTANCE     (PENSION)     LEGISLATION 

'^^^  TO  Conform  to  the  Federal  Economic  Security  Bnx 

( Suggested  State  act  on  p.  5  and  following) 

PURPOSE  OF  the  FEDER..L  ECONOMIC  SECURITY  BILL  REL.VTING  TO  OLD-AGE  ASSISTANCE 

^^^^^o^Vv  mVht    states   have   enacted   old-age   assistance   laws,    but   many   of 

;£SS>Skr:ra-£^L=s^^^^^^^^^^^ 

into  use  in  vni.y  a  re  ,       „  funds.     Federal  grants  to  the  States 

'Tn^ZTaM  them    n^p'ovfdnf  old  a^^^^^  but  will  stimulate  the 

ItateTand  focal  governments  to  ilise  local  funds  for  this  purpose. 

.  This  sum  should  be.  about   3   -nts  per  capita   of  the   S^tc^^^^^ 

State  of  1,000,000  inhab  tant.s  .s'^oulA.'^'Vnl  =^^, -^1^"°^ ^i^^'^Federal  money  now  available 
should    insure  the   State's  receiving   its   full   si  a  eotthe^l^^^^^^^  y  ^^^^^ 

from  the  United  States  .Employment  Service  under  tP^  Y^^f^^^,,^^^  uirenients  from  the 
may  secure  more  exact  informat  on  o"  the  Federal  maicmi  «  appropriation  wiU  be 
United  States  Employment  &'f7ice  Wasaington.  U-  L  l^"^^,^^"^  \/oyment  service,  in 
relatively  small,  as  compared  to  the  total  cost  "^j^^^^^fj^^'^o'l  ^the  cost  will  be  financed 
yie^    of  its  enlarged   functions  ""^1"  * '^%;^<^ti,o„^^,  ^,,K  nay-roll  tax 

from  Federal  money,  raised  largely  from  employers  suojecrioiut  j         -       jjj   ^ene- 

and    the    State   unemployment    compensation    law^.pI^°ton'y^^'^^'^*'™X^*^  community.) 
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Federal  j,'raiits  arc  to  bo  conditioned  upon  a  few  standards  set  forth  in  the 
l)ill.  Many  of  the  State  laws  contain  excessive  residence  requirements — up  to 
25  years  within  the  State.  Obviously,  the  Federal  Government  could  not  make 
j,'rants  to  State  systems  wilh  such  strict  residence  roquii'ements,  lor  its  obliga- 
tions are  to  all  of  the  citizens  ot  the  United  States,  regardless  of  how  long 
they  have  resided  in  the  particular  State.  Many  State  laws  have  other  very 
restrictive  provisions,  sucii  as  that  the  applicant  shall  have  been  a  citizen 
of  the  United  States  for  15  years.  Some  States  prohibit  assistance  to  persons 
who  own  any  property ;  other  States  fix  a  property  limit  as  low  as  $1,000,  or 
an  income  as  low  as  $150  annually. 

These  and  other  restrictions  in  the  State  laws  operate  to  deny  assistance  to 
old  persons  in  real  need,  as  witnessed  by  the  large  numbers  on  the  relief  rolls 
in  States  having  old-age-assistance  laws.  The  spirit  of  the  pending  Federal 
bill  is  to  provide  aid  to  State  old-age-assistance  plans  upon  the  condition 
that  they  are  made  more  liberal  and  that  need,  rather  than  arbitrai"y  limits, 
be  made  the  controlling  factor  in  determining  whether  an  applicant  is  eligible 
to  receive  assistance,  and  the  amount  of  assistance  to  which  he  is  entitled. 
The  old  person  \Aho  is  in  need,  but  who  has  a  small  amount  of  property  (often 
the  home  which  is  not  income-producing),  is  not  thereby  denied  assistance 
under  the  proposed  Federal  standards.  The  State  may  and  should  recover 
from  his  property  the  amount  of  the  assistance.  Likewise,  the  old  person 
who  has  children  able  to  support  him,  but  who  in  fact  do  not  do  so,  is  not 
denied  assistance  untler  the  Federal  standards.  The  State  may  compel  the 
children  to  support  their  aged  parents  or  to  pay  for  the  public  assistance. 

These  standards  are  not  only  more  liberal  and  humane  than  provided  by 
many  of  the  existing  State  laws,  but  are  also  more  easily  administered.  They 
follow  closely  the  standards  in  several  States  with  liberal  provisions. 

PROVISIONS  WHICH  MUST  BE  INCLUDED  IN  THE  STATE  LAW  TO  COMPLY  WITH  THE 
STANDARDS  PRESCRIBED  IN  THE  PENDING  ECONOMIC-SECURITY  BILL  INTRODUCED 
IN  BOTH  HOUSES  OF  THE  CONGRESS 

1.  The  State  plan  for  old-age  assistance  must  be  State-wide  and,  if  admin- 
istered by  subilivisions  of  the  State,  must  be  mandatory  on  such  subdivisions. 
It  must  also  provide  for  substantial  financial  participation  by  the  State. 

2.  A  single  State  agency  must  be  designated  or  establishe<l  either  to  admin 
ister  or  to  supervise  the  administration  of  the  plan  in  the  State.  This  should 
logically  be  the  State  welfare  department  or,  if  such  does  not  exist,  a  specially 
appointed  old-age-assistance  commission.  This  department  or  connnission  will 
be  required  to  make  prescribed  regular  reports  to  the  Federal  authority  to 
qualify  for  Federal  subsidies. 

3.  Provision  must  be  made  that  whenever  an  application  for  assistance  is 
denied  the  applicant  has  the  right  of  appeal  to  the  State  agency. 

4.  The  State  plan  must  not  disqualify  an  aged  person  who  satisfies  all  of 
the  following  conditions : 

(a)   Is  a  citizen  of  the  United  States. 

(6)  Has  resided  in  the  State  for  5  years  or  more  within  the  last  10  years 
preceding  the  date  of  the  application  for  assistance. 

(c)  Is  not  an  inmate  of  a  public  or  private  institution. 

(d)  Does  not  have  sufficient  income  (together  with  that  of  his  or  her 
spouse)  to  provide  a  reasonable  subsistence  compatible  with  decency  and  health. 

(3)  Is  G5  years  of  age  or  older.  Assistance  may  be  limited  to  persons  70 
years  of  age  or  over  until  January  1,  1940,  but  following  that  date  assistance 
may  not  be  denied  to  persons  otherwise  qualified  who  ai'e  65  years  of  age  or 
over. 

XoTE. — These  qualifications  may  not  be  increased  by  the  States.  For 
example,  a  State  law  which  requires  an  applicant  to  have  been  a  citizen 
of  the  United  States  for  10  years  is  contraiy  to  the  Federal  bill,  which 
specifies  as  one  condition  for  receipt  of  Federal  aid  that  the  State  law  must 
not  deny  assistance  to  citizens  of  the  United  States.  Similarly,  State  laws 
re(iuiring  residence  within  the  State  for  a  longer  period  than  5  years  are 
also  in  conflict  wilh  the  Federal  bill.  Tlie  requirement  of  county  residence 
is  also  contrai-A-  to  the  Federal  standards,  unless  the  State  makes  special 
l>rovision  to  take  care  of  eligible  aj^tlicants  who  cannot  .satisfy  the  comity 
residence  re<iuirements. 

The  State  laws,  however,  may  be  more  liberal  than  these  standards. 
Assistance  may  be  granted  to  other  .iged  persons  besides  those  meeting' 
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niese  (lualifi'-ations,  and  the  Federal  Government  will  match  on  the  same 
I^s  :  ;i;e  aistance  granted  to  persons  who  «-ti^fy.thj^qu=U^catKU.s  out 
it  ^vill  not  match  assistance  paid  to  anyone  who  is  less  than  bo  jeais  or 
ale  or  to  anvo  e  who  is  an  inmate  of  a  public  or  other  charitable  inst.- 
?.ition  There  is  nothing  in  the  Federal  bill,  however,  which  bars  inmates 
of  such  instik^tlonslronr  making  application  for  --^Jance  but  they  canno 
remain  inmates  after  the  assistance  is  granted.  The  State  law  should 
perm  t  iumates  of  institutions  to  make  application  tor  assistance 

States  mav  if  thev  see  fit,  srant  assistance  to  at^ed  persons  who  have 
res^cfed  lesfthan  5  '4ars  in  the  State.  They  may  also,  provide  assistance 
lo  old  residents  who  are  not  citizens,  for  instance,  to  those  wHo  have 
rpsided  in  this  country  for  a  specified  period  ot  years.  . 

In  determ  ninVwhether  an  aged  person  has  sufficient  income  to  provide 
a  reafoS  s^bsLTence  compatible  with  decency  and  health  the  actual 
circ^Vmstances  and  means  of  the  applicant  are  controlling.  It  is  not  the 
hSon  of  Uie  Federal  bill  that  aged  persons  who  are  furnished  a  decent 
ving  by  their  children  shall  be  granted  assistance,  but  no  aged  p  rson 
shall  be  denied  assistance  because  he  has  a  child  or  other  relative,  able  to 
suTOort  him  if  in  fact  he  is  not  so  supported.  Instead  of  denj^ng  as^ist- 
Ince  in  sS-h  cases,  the  Federal  bill  contemplates  that  the  State  may 
a  sume  the  re.Jpons  bility  for  making  children  who  are  able  to  support 
?heh  parents,  in  fact  do  so,  but  the  parent  in  the  meantime  shall  not  be 

'''pSvisi'onsTn''state  laws  which  prohibit  the  granting  of  assistance  to 
peSonsTavIng  property  of  a  specified  ^^lue,  ^r  to  persons  luaving  an ^^^^^^^ 
come  of  a  specified  amount,  are  probably  contrary  to  the  Fe  leial  act 
Such  UmitatiSns  are  difficult  to  administer,  for  they  involve  valuation  of 
pioper  ^  The  existing  laws  in  New  York.  Massachusetts,  and  Pennsyl- 
vZa  do  not  fix  any  arbitrary  limits  o.i  pr.n^rty  or  income  ^^dllch  dis- 
miSnfv  applicants.  The  need  of  the  applicant  is  made  tlie  basis  for 
passii  upon  cases,  but  the  possession  of  income  or  property  and  other 
means  of  support  are  taken  into  account  in  determining  whether  the  ap- 
Skant  i^  entitled  t-  assistance,  and  how  much  the  assistance  should  be. 
This  practice  is  in  conformity  to  the  proposed  Federal  standards. 

In  order  to  conform  to  the  Federal  standards,  the  existing  arbitrary 
propertv  or  income  limits  in  the  State  laws  should  be  repealed  and  language 
simUar'to  the  New  York  law  substituted,  with  suitable  provisions  for  the 
recovery  of  pension  payments  from  the  estate  of  the  recipient,  through 
assignment  or  lien  on  the  property.     (See  sections  below.) 

5  The  assistance  granted  to  an  aged  person  meeting  the  requirements  of  the 
statute  must  be  an  amount  which  when  added  to  the  other  income  ot  ^he 
rpplicaiit  and  his  spouse  is  adequate  to  provide  a  reasonable  subsistence  com- 
patible with  decency  and  health. 

Note— The  amount  of  the  assistance  should  be  fixed  with  due  regard 
to  the  conditions  existing  in  each  case.  It  is  an  erroneous  impression  that 
the  Federal  bill  fixes  $30  per  month  as  the  amount  of  the  assistance  o 
be  -ranted  in  all  cases.  Tlie  Federal  grants  are  limited  to  $15  per  month, 
but^the  States  to  receive  Federal  aid,  may  find  it  necessary  m  some  cases 
to  contribute  a  larger  am.mnt  to  provide  '' a  reasonable  subsistence  com- 
patible with  decency  and  health."  The  assistance  provided  by  the  State 
and  local  governments  is  not  limited  by  the  Federal  bill. 

6  The  Federal  bill  provides  that  the  State  law  must  require  that  at  least 
so  much  of  the  sum  paid  as  assistance  as  i-eprcsents  the  share  of  he  Urn  ed 
States  Government  in  such  assistance,  shall  be  a  hen  on  the  estate  of  the 
aged  recipient  and  that  the  net  amount  realized  by  the  entorcement  of  such 
iSn  shall  be  deemed  to  be  a  part  of  tho  State's  allotment  froin  the  United 
States  Government  for  the  year  in  which  such  lien  is  enforced.  It  is  provided, 
however,  that  no  such  lien  shall  be  enforced  against  any  real  estate  of  the 
recipient  while  it  is  occupied  by  the  recipient's  survivmc?  spouse,  if  the  lattei 
is  not  more  than  15  years  younger  than  the  recipient,  and  does  not  marry  again. 

tVotj, -phg   state  law  should  make  provision   that  on  the   death  of  a 

person  receiving  assistance  under  the  act  or  of  the  survivor  of  a  married 
couple  both  of  whom  were  so  assisted,  the  total  amount  paid  as  assistance 
(with  or  without  interest)  shall  be  allowed  and  deducted  from  the  estate) 
by  the  court  having  jurisdiction  to  settle  the  estate. 
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Suggested  Language  of  a  Statk  Oi.d-Agej- Assistance  Law  for  States  which 
HAVE  NOT  Enacted  such  Laws  ok  i<or  the  Modification  of  Existing  State 
Laws 

(Taken    largely    from    existing    State    laws    which    conform    to    the   proposed 
Federal  standards  for  Federal  grants-in-aid) 

Note. — The  following  sections  have  been  taken  practically  verbatim 
from  existing  State  old-age-assistance  laws,  and  are  believed  to  conform 
to  the  proposed  Federal  economic  security  bill  as  introduced.  Changes  in 
the  following  language  may  be  necessary  because  of  amendments  to  the 
Federal  bill  before  enactment.  If  necessary  a  supplementary  statement 
will  be  issued  following  enactment,  if  passed  by  Congress.  A  few  modi- 
fications have  been  made  in  the  existing  language  of  the  State  laws  cited 
where  necessary  for  consistency  or  to  conform  to  the  proposed  Federal 
standards.  Most  of  the  following  sections  are  taken  from  the  New  York 
law,  which  most  nearly  conforms  to  the  proposed  Federal  act.  About 
half  of  the  total  assistance  payments  now  granted  in  this  country  are  made 
in  New  York.  These  sections,  if  considered  by  the  States,  should  be  modi- 
fied to  fit  local  conditions,  particularly  with  regard  to  the  local  organiza- 
tion which  is  set  up  to  administer  the  act.  Many  of  the  sections  are  not 
required  by  the  proposed  Federal  standards  but  would  be  appropriate. 

Section  1.  Persons  eligible  to  receive  old-age  assistance. — Old-age  assistance 
may  be  given  under  this  act  to  any  person  wlio — 

(1)  Has  attained  the  age  of  65  years. 

Note. — Federal  standards  require  assistance  to  be  granted  to  needy  old 
persons  of  65  years  or  over,  but  permit  States  to  retain  70-year  minimum 
until  1940.  The  State  may  provide  assistance  to  persons  under  65  years  of 
age,  but  such  assistance  will  not  be  matched  by  the  Federal  Government. 

(2)  Has  income  which,  when  added  to  the  contributions  in  money,  substance, 
or  service  from  legally  responsible  relatives  or  others,  is  inadequate  to  provide 
a  reasonable  subsistence  compatible  with  decency  and  health. 

Note. — This  language  should  be  incorporated  in  State  acts  to  conform 
to  the  Federal  standards.  Provisions  in  State  laws  which  prohibit  the 
granting  of  assistance  to  persons  having  a  stipulated  income  or  property 
greater  than  a  specified  value  are  probably  contrary  to  the  Federal  bill. 
Arbitrary  limits  of  this  kind  are  unwise.  The  cost  of  living  varies  widely 
in  different  parts  of  the  State,  and  the  actual  need  of  the  aged  person  and 
his  circumstances  should  be  controlling  rather  than  an  arbitrary  fixed  linri- 
•  tation.  If  an  aged  person  possesses  property  or  income  of  small  value,  it 
should  l.'o  taken  into  account  in  the  granting  of  assistance,  and  the  State 
should  lecover  the  amoinit  of  assistance  from  the  estate  upon  the  death 
of  the  person,  rather  than  to  deny  him  assistance.  (See  appropriate  sec- 
tions below. ) 

(3)  Is  a  citizen  of  the  United  States. 

Note. — The  State  may,  if  it  wishes,  grant  assistance  to  noncitizeus  who 
have  resided  in  the  State  for  a  specified  period  (Delaware),  and  such  as- 
sistance will  be  matched  by  the  Federal  Government.  State  laws  requiring 
an  applicant  to  have  been  a  citizen  of  the  United  States  for  a  period  of 
years  are  contrary  to  the  Federal  bill. 

(4)  Has  been  a  resident  of  the  State  of for  at  least  5  years  within 

the  10  years  immediately  preceding  his  application  for  old-age  assistance. 

Note. — The  proposed  Federal  bill  proAides  a  standard  of  not  more  than 
5  years'  residence  requirement  within  the  previous  10  years  in  the  State. 
The  State  may  require  less,  but  not  more.  State  laws  requiring  more 
than  5  years'  residence  in  the  State  will  have  to  be  amended  to  read 
"  5  years"  (or  less). 

(5)  Has  resided  in  and  been  an  inhaiiitant  of  the  (county  or  district)  in 
which  applicaticm  is  made  for  at  least  1  year  innnediately  preceding  the  date 
of  the  a]>plication,  or  has  a  legal  settlement  in  the  (county  or  district)  in 
which  flu-  application  is  made.  Any  ])ersoii  otherwise  (lualified  who  has  re- 
sided in  the  State  for  ;">  years  or  more  within  the  10  years  immediately  pre- 
ceding the  application,  and  who  has  no  legal  settlement,  shall  file  his  applica- 
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tion  in  the  (county  or  district)  in  wliicli  he  is  residing,  and  his  assistance,  it- 
granted  shall  be  paid  entirely  from  State  funds  until  he  can  qualify  as  having 
ITgSf'seSneVt '£  the  safd  (county  or  district).  For  tl>e  Pm^ose  ot  u^ 
act  every  person  who  has  resided  1  year  or  more  in  any  (county  oi  distiict) 
fn  HiT^  st-ite  shall  thereby  acquire  a  legal  settlement  in  such  (county  or  dis- 
•ict)    wlfch  he  sLa^lS^  be  has\cquired  a  legal  settlement  elsewhere, 

or  untirhe  has  been  absent  voluntarily  and  continuously  for  1  year  therefrom. 
Note— The  existing  strict  local  residence  requirement  in  old-age-assist- 
ance  laws  are  in  conflict  with  the  proposed  Federal  standards      This  sec  ion 
?s  designed  to  protect  the  locality,  and  at  the  same  time  to  conform  to 

(ef'ls'^nor'al  the"t\me'of  receiving  assistance  an  inmate  of  any  public  or 
private  Institution,  except  in  the  case  of  temporary  medical  or  surgical  care  m 

^   af  Has  not  made  a  voluntary  assignment  or  transfer  of  Pi'^P^^^y  f°r  the 
^puriose  of  qualifying  for  such  assistance,  except  as  provided  m  sections  21 

^""Jsf  if  nSi'because  of  his  physical  or  mental  condition  in  need  of  conthu^d 
institutional  care.  (With  the  exception  of  f '^^•^^tions  ( 2 )  and  (j^).  tin.  sec- 
tion is  taken  from  New  York  Consolidated  Laws,  CahiU  s,  1930,  cli.  49/2,  ait. 

^^lKo%'AmTnt  of  the  assistance. -It  shall  be  the  duty  of  the  (loc^l  old-age- 
assistance  agency)  to  provide  a  reasonable  subsistence  compatible  with  de- 
cency and  Sth  for  those  eligible  for  old-age  assistance  under  the  Provisions 
of  this  act.  The  amount  of  the  old-age  assistance  to  any  such  person  shall, 
Subject  ?o  rules,  regulations,  and  standards  of  the  State  we  fare  tlepartment 
be  ditermined  by  the  (local  old-age-assistance  agency)  with  due  regard  to  the 
comUtionTelisting  in  each  case.  (New  York  Laws,  ibid,  partly  from  «ec.  124  ) 
^K^S  Application. -A  person  requesting  old-age  assistance  under  this  act 
shall  make  hs  application  therefor  to  the  (local  old-age-assistance  agency) 
of  the^Muny  or  district)  in  which  the  applicant  resides  or  has  a  legal  sett  e- 
ment  An  innia  e  of  a  public  or  private  home  for  the  aged,  or  of  any  public 
home  or  of  any  pSblic  or  private  institution  of  a  correctional,  <:-u«todml  or 
cuSt'ive  character  may  make  an  application  while  in  such  a  home  or  mstitu- 
?i^on  but  the  assistance,  if  granted,  shall  not  be  paid  until  after  he  ceases  to 
rs'uSaifinmaS  Tie  amplication  shall  be  made  in  writing  or  reduced  to 
writSig,  upon  standard  foAns,  prescribed  by  the   State  welfare   department. 

^^.^^^.^^iS^SV^^^L  State  we^^-  -----  Xr^^lS 

s^iS^ns^^K^  ^^-sr^SKSe^^rt^SitUi^i  ^;ssir\iS^^ 

of  and  print  and  supply  to  the  (local  old-age  assistance  agencies)  l^lanks  of 
aLhcatioif  reports,  affidavits  and  such  other  forms  as  it  may  deem  advisable 
S  State  we  faie  department  is  hereby  authorized  to  and  shall  make  rules  and 
JeAlattons  nece^arv  for  the  carrying  out  of  the  provisions  of  this  aet  to  he 
end  that  old  age  assistance  may  be  administered  uniform  y  throughout  the 
State  having  regard  for  the  varying  costs  of  living  in  different  parts  of  the  State 
aSl  that  hi  spirit  and  purpose  of  this  act  may  be  complied  with.  All  rules 
am  le'^ulatfons  made  by  the  State  welfare  department  under  this  act  shall  be 
WndJnl  upon  tie  (locaf  old-age-assistance  agencies)  and  the  (counties  or  dis- 
tricts).  (New  York  Laws,  ibid.,  sec.  124-1.) 
Sec.  5.  Local  adiiiinisiration. — 

Note— This  section  will  have  to  be  prepared  to  fit  the  requirements  of  the 
individual  State.  It  is  recommended  that  old-age  assistance  be  admin- 
istered by  a  unified  local  welfare  department,  charged  with  all  localjve  fare 
and  relief  activities.  This  is  the  existing  practice  in  several  States  which 
have  the  most  satisfactory  welfare  administration.  The  use  of  special  ocal 
boards  for  granting  old-age  assistance  has  the  disadvantage  of  ci  eating 
another  local  agency  charged  with  welfare  functions,  whereas  the  ti^end  is 
toward  unification  and  integration  of  all  welfare  functions.  The  use  of 
separate  agencies  increases  the  administrative  costs  and  prevents  unifieci 
planning  and  responsibility.  An  investigation  by  a  qualified  paid  investi- 
gator of  each  application  before  allowance,  and  periodically  thereafter,  is 
highly  advisable,  and  will  probably  be  necessary  to  secure  Federal  aid 

The  local  welfare  unit  should  be  used  f(»r  administration  of  old-age 
assistance,  but  the  use  of  units  smaller  than  the  county  is  inadvisable. 
Many   States  have  under  consideration  new  public  welfare  codes  whicn 
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would  revise  their  old  poor  laws  and  set  uu  a  iiiiified  welfare  administra- 
tion. Most  of  the  i>roiJOsed  laws  ijerniit  the  use  of  welfare  districts  con- 
sisting of  two  or  more  counties,  desif^ned  particularly  for  counties  with 
small  poi)ulalions.     This  should  be  permitted  in  the  old-age  assistance  act. 

Sex}.  6.  Local  ai)i>roi)riation. — The  legislative  body  of  the  (county  or  district) 
shall  annually  appropriate  and  make  available  to  the  order  of  the  (local  old- 
age-assistance  agency)  such  a  sum  as  may  be  needed  for  old-age  assistance,  and 
include  such  sum  in  tlie  taxes  to  be  levied  in  the  territory  responsible  for  such 
old-age  assistance.  iShould  the  sum  so  appropriated,  however,  be  expended  or 
exhausted,  during  the  year  and  for  the  purpose  for  which  it  was  appropriated, 
additional  sums  shall  be  appropriated  by  such  legislative  body  as  occasion 
demands  to  carry  out  the  provisions  of  this  act.  (New  York  Laws,  ibid.,  part 
of  sec.  124-c. ) 

Note. — It  is  recommended  that  the  State  (with  Federal  aid)  pay  the 
entire  cost  of  administration.  This  will  make  it  possible  for  the  State  t6 
exercise  more  effective  control  over  standards  of  personnel  and  local  admin- 
istration. The  State  may,  if  it  wishes,  however,  require  the  local  unit  to 
bear  a  part  of  the  administrative  expenses. 

Sec.  7.  JReimhurscment  hy  the  State. — The  (local  old-age-assistance  agency) 
shall  keep  such  records  and  accounts  in  relation  to  old-age  assistance  as  the 
State  welfare  department   shall   prescribe.     The   State   shall   reimburse   each 

(county  and  district)  to  the  extent  of of  the  amount  expended  for 

assistance  for  each  aged  person  which  has  been  granted  under  the  provisions 
of  this  act  and  in  accordance  with  the  rules  of  the  State  welfai-e  department. 

Note. — Since  the  Federal  aid  to  the  States  for  old-age  assistance  will 
probably  be  about  one-half  of  the  amount  required,  and  one  of  the  pro- 
posed Federal  standards  is  "  substantial  participation  "  by  the  States,  it  is 
suggested  that  the  State  law  might  pi'ovide  for  the  reimbursement  of  the 
local  units  by,  say,  three-fourths  of  the  total  amount.  This  would  require 
the  State  to  bear  only  about  one-fourth  of  the  total  cost.  Some  States  will 
wish  to  pay  a  larger  share,  or  even  the  entire  amount  matching  Federal 
aid.  This  in  entirely  appropriate.  The  method  of  payment  contained  in 
this  section  is  not  required  in  the  Federal  bill.  Any  appropriate  method 
would  conform  to  the  Federal  standards.  If  the  State  pays  the  entire 
amount,  this  section  and  the  two  following  would  not  be  applicable. 

Sec.  8.  Claims  for  reimhursement. — Claims  for  State  reimbursement  under 
this  act  shall  be  presented  by  the  respective  (local  old-age-assistance  agencies) 
to  the  State  welfare  department  at  such  times  and  in  such  manner  as  the 
department  may  prescribe.  For  the  purposes  of  the  annual  departmental  esti- 
mates (for  the  executive  budget),  the  probable  amount  needed  for  expenditure 
by  the  State  under  this  act  shall  be  regarded  as  financial  needs  of  the  State 
welfare  department.     (New  York  Laws,  ibid.,  sec.  124— e.) 

Sec.  9.  Apprornl  of  chums. — The  approval  of  such  claims  shall  be  made  by 

the  State  welfare  department  to  the  extent  of of  the  payments  made  in 

accordance  with  the  provisions  of  this  act  and  the  rules  of  the  State  welfare 
department.  The  State  welfare  department  shall  certify  to  the  (comptroller) 
the  amounts  so  approved  by  it,  specifying  the  amount  to  which  each  (county 
or  district)  is  entitled.  The  amounts  so  certified  shall  be  paid  from  the  State 
treasury  upon  the  audit  and  warrant  of  the  (comptroller)  to  the  fiscal  offi"ers 
nf  the  (counties  or  districts)  entitled  thereto  from  moneys  available  therefor 
by  appropriation.     (New  York  Laws.  ibid.,  sec.  124-f.) 

Sec.  10.  hwcxtifjation  of  applicnut. — Whenever  a  (local  old-age-assistance 
agency)  receives  an  application  for  an  o]d-ago-;issistance  grant,  an  investiga- 
tion and  record  shall  be  promptly  made  of  the  circumstances  of  the  applicant. 
The  object  of  such  investigation  shall  bo  to  ascertain  the  facts  supporting  the 
application  made  under  this  act  and  such  other  information  as  may  be  re- 
quired by  tlio  rules  of  the  State  welfare  department.  The  (local  old-age-assist- 
ance agency)  and  the  State  welfare  department  shall  have  the  powe';  to  issue 
subpenas  for  witnesses  and  compel  their  attendance  and  the  pro<luction  of 
papers  and  writings,  and  officers  and  employees  designated  by  the  (local  old- 
age-assistance  ag<>ncy)  or  the  State  welfare  department  may  administer  oatlw 
and  examine  witnesses  under  oath.  (New  York  Laws,  ibid.,  partly  from  sec. 
124-g.) 

Sec.  1L  Granting  of  as.<<i stance. — TTpon  the  completion  of  such  investigation 
the    (local   old-age-assistance   agency)    shall    decide   whether   the   applicant   if? 
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eligible  for  and  should  receive  an  old-age-assistance  grant  under  this  act,  the 
amount  of  the  assistance,  and  the  date  on  which  the  assistance  shall  begin.  It 
shall  make  an  award  which  shall  be  binding  upon  the  (county  or  district)  and 
be  complied  with  by  such  (county  or  district)  until  modified  or  vacated.  It 
shall  notify  the  applicant  of  his  decision  in  writing.  If  an  application  is  denied 
or  the  grant  is  deemed  inadequate  by  the  applicant,  he  may  appeal  to  the  State 
welfare  department.  The  State  welfare  department  shall  upon  receipt  of  such 
an  appeal  review  the  case.  The  State  welfare  department  may  also,  upon  its 
own  motion,  review  any  decision  made  by  the  (local  old-age-assistance  agency). 
The  State  welfare  department  may  make  such  additional  investigation  as  it  may 
deem  necessary,  and  shall  make  such  decision  as  to  the  granting  of  assistance 
and  the  amount  and  nature  of  assistance  to  be  granted  the  applicant  as  in  its 
opinion  is  justified  and  in  conformity  with  the  provisions  of  this  act.  All  de- 
cisions of  the  State  welfare  department  shall  be  binding  upon  the  (county  or 
district)  involved  and  shall  be  complied  with  by  the  (local  old-age-assistance 
agency.)      (New  York  Laws,  ibid.,  sec.  124-h.) 

Sec.  12.  Recipient  shall  not  receive  other  puMic  assistance. — No  person  re- 
ceiving an  old-age-assistance  grant  under  this  act  shall  at  the  same  time  receive 
any  other  relief  from  the  State,  or  from  any  political  subdivision  thereof,  ex^ 
cept  for  medical  and  surgical  assistance.  (Michigan  Public  Acts  of  1933,  Act 
No.  237.  sec.  25,  and  other  State  laws.) 

Sec.  13.  Assistance  may  be  paid,  to  ffuardian. — If  the  person  receiving  old- 
age  assistance  is,  on  the  testimony  of  reputable  witnesses,  found  incapable  of 
taking  care  of  himself  or  his  money,  the  State  welfare  department  may  direct 
the  payment  of  the  installments  of  the  old-age  assistance  to  any  responsible 
person  for  his  benefit.  (Michigan  Public  Act,  ibid.,  sec.  26,  and  other  State 
laws. ) 

Sec.  14.  Funeral  expenses  of  pensioned  person. — On  the  death  of  the  recip- 
ient of  old-age  assistance,  reasonable  funeral  expenses  not  exceeding  $100 
may,  subject  to  rules  and  regulations  of  the  State  welfare  department,  be  paid 
by  the  (local  old-age-assistance  agency)  if  tlie  estate  of  the  deceased  is  insuf- 
ficient to  pay  the  same  and  the  persons  legally  responsible  for  the  support  of 
the  deceased  are  imable  to  pay  the  same.  (Maine  Laws,  ibid.,  sec.  14,  and 
other  State  laws.) 

Note. — It  is  not  certain  that  Federal  aid  can  be  used  for  this  purpose. 

Sec.  15.  Subsequent  increase  of  income. — If,  at  any  time  during  tlie  con- 
tinuance of  old-age  assistance  the  recipient  thereof  or  the  husband  or  wife 
of  the  recipient,  becomes  possessed  of  any  property  or  income  in  excess  of  the 
amount  enjoyed  at  the  time  of  the  granting  of  the  asisstance,  it  shall  be  the 
duty  of  the  recipient  immediately  to  notify  the  (local  old-age-assistance  agency) 
of  the  receipt  and  possession  of  such  property  or  income,  and  the  (local  old- 
age-assistance  agency)  may,  on  inquiry,  either  cancel  the  assistance  or  vary 
the  amount  thereof  in  accordance  with  circumstances,  and  any  excess  assist- 
ance theretofore  paid  shall  be  returned  to  the  State  and  the  (county  or 
district)  in  proportion  to  the  amount  of  the  assistance  paid  by  each  respec- 
tively, and  be  recoverable  as  a  debt  due  the  State  and  the  (county  or  dis- 
trict).    (California  Acts,  ibid.,  sec.  10,  and  other  State  laws.) 

Sec.  16.  Revocation  of  aid. — If  at  any  time  the  State  welfare  department  has 
reason  to  believe,  by  reason  of  a  complaint  or  otherwise,  that  an  old-age- 
assistance  allowance  has  been  improperly  granted,  it  shall  cause  an  investiga- 
tion to  be  made.  If  it  appears  as  a  result  of  any  such  investigation  that  the 
assistance  was  improperly  granted,  the  State  welfare  department  shall  immedi- 
ately notify  the  local  old-age-assistance  agency  that  it  will  not  approve  any 
payment  made  thereafter.     (New  York  Laws,  ibid.,  part  of  sec.  124-i. ) 

Sec.  17.  Periodic  review  of  assistance  grants. — All  assistance  grantsi  under 
this  act  shall  be  reconsidered  from  time  to  time,  or  as  frequently  as  may  ber 
required  by  the  rules  of  the  State  welfare  department.  After  such  further 
investigation  as  the  local  old-age-assistance  agency  may  deem  necessary  or 
the  State  welfare  department  may  require,  the  amount  and  manner  of  giving 
the  assistance  may  be  changed  or  the  assistance  may  be  withdrawn  if  such 
authority  finds  that  the  recipient's  circumstances  have  changed  suflBeiently  to 
warrant  such  action.  It  shall  be  within  the  power  of  the  local  old-age-assist- 
ance agency  at  any  time  to  cancel  and  revoke  assistance  for  cause,  and  it  may 
for  cause  suspend  payments  for  assistance  for  such  periods  as  it  may  deem 
proper,  subject  to  review  by  the  State  welfare  department,  as  provided  in 
section  11.     (New  York  Laws,  ibid.,  sec.  124r-j.) 
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Sec.  is.  Chmige  of  residence  of  person  receimng  old-age  assistamee. — Any 
person  qualified  for  and  receiving  assistance  hereunder  in  any  county  oi* 
district  in  this  State,  who  removes  to  another  county  or  district  in  tlie  State, 
shall  be  entitled  to  receive  assistance  under  the  provisions  of  this  act  after  a 
1-year  residence  in  the  county  or  district  to  which  such  person  has  removed, 
provided  an  agreement  in  writing  has  been  entered  into  by  and  between  the 
two  counties  or  districts  concerned  approving  such  transfer  or  removal,  and 
thereupon  the  county  or  district  of  first  residence  of  such  person  shall 
continue  his  assistance  for  1  year  and  until  the  aforesaid  residence  has  been 
established  by  him  in  the  second  county  or  district.  (Statutes  of  California, 
1931,  ch.  608,  sec.  ISVa.) 

Sec.  19.  Reports. — Each  local  old-age-assistance  agency  shall  make  such 
reports  and  in  such  detail  as  the  State  welfare  department  may  from  time  to 
time  require,  and  shall  transmit  to  the  State  welfare  department  upon  its 
request  copies  of  the  application  and  any  or  all  other  records  pertaining  to  any 
case.  The  State  welfare  department  is  hereby  authorized  and  directed  toi 
make  such  reports  and  in  such  detail  as  may  be  required  of  it  to  the  Federal 
Government.  Within  90  days  after  the  close  of  each  calendar  year,  the  State 
welfare  department  shall  make  a  report  to  the  Governor  for  the  preceding  year, 
which  shall  include  a  full  account  of  the  administration  of  this  act,  the 
expenditure  of  all  funds  under  this  act,  adequate  and  complete  statistics  con- 
cerning old-age  assistance  within  the  State,  and  such  other  information  as  the 
State  welfare  department  may  deem  advisable. 

Sec.  20.  Assignability  of  assistance. — All  assistance  given  under  this  act 
shall  be  inalienable  by  any  assignment  or  transfer  and  shall  be  exempt  from 
levy  or  execution  under  the  laws  of  this  State,  (New  York  Laws,  ibid.,  sec. 
124-m,  and  other  State  laws.) 

Sec.  21.  Claims  against  the  estate  of  assisted  person. — The  total  amount  paid 
in  assistance  to  the  recipient  of  old-age  assistance  under  this  act  shall  be  a  lien 
upon  the  estate  of  such  recipient.  On  the  death  of  a  person  receiving  assistance 
under  this  act,  or  of  the  survivor  of  a  married  couple,  both  of  whom  were  as- 
sisted, the  total  amount  paid  as  assistance  shall  be  allowed  and  deducted  from 
the  estate  by  the  court  having  jurisdiction  to  settle  the  estate,  and  paid  to  the 
State  and  the  county  (or  district)  in  proportion  to  the  amount  of  the  assist- 
ance paid  by  each.  The  local  old-age-assistance  agency  shall,  under  rules  of 
the  State  welfare  department,  require  as  a  condition  to  granting  assistance  in 
any  case,  that  the  applicant  submit  a  properly  acknowledged  agreement  to 
reimburse  the  State  and  the  county  (or  district)  for  all  assistance  granted. 
In  such  agreement  said  applicant  shall  assign  as  collateral  security  for  said 
assistance,  such  part  of  his  personal  property  as  the  local  old-age-assistance 
agency  shall  demand.  At  any  time  the  local  old-age-assistance  agency  may 
execute  aiul  file  with  the  appropriate  local  office  in  charge  of  public  records  a 
certificate,  in  form  to  be  prescribed  by  the  State  welfare  department,  showing 
the  amount  of  assistance  paid  to  said  person,  and  when  so  filed  each  said  cer- 
tificate shall  be  a  legal  claim  against  both  the  said  person  and  his  estate  and 
shall  have  the  same  force  and  effect  as  a  judgment  at  law.  The  appropriate 
local  oflScer  in  charge  of  public  records  shall  keep  a  suitable  record  of  such 
certificates  without  charging  any  fee  therefor,  and  enter  therein  an  acknowl- 
edgement of  satisfaction  upon  receipt  of  notice  thereof  from  the  local  old-age- 
assistance  agency.  All  funds  recovei'ed  under  these  provisions  shall  be  allo- 
cated to  the  county  or  district  and  to  the  State  in  the  same  proportion  as  the 
assistance  paid  by  each.  No  levy  or  lien  .shall  be  enforced  against  any  real 
estate  of  the  recipient  while  it  is  occupied  by  the  recipient's  surviving  spouse 
if  the  latter  is  not  more  than  15  years  younger  than  the  recipient  and  does  not 
marry  again. 

Sec.  2li.  As.*<ig»nunt  of  proprrtg  hii  recipient. — If  the  (local  old-age-assistance 
agency)  shall  deem  it  necessary,  it  may  witli  the  consent  of  tlie  State  welfare 
department,  require  as  a  condition  to  the  grant  or  continuance  of  assistance 
in  any  case,  tiiat  all  or  any  part  of  the  property  of  a  person  applying  for  aid 
be  transferred  to  said  (local  old-age-assistance  agenc-y).  Such  property  shall 
be  managed  under  rules  and  regulations  of  tlie  State  \vi>lfare  department  by 
said  (lo<'al  old-age-assistance  agency),  which  shall  pay  the  net  income  thereof 
to  such  ]K*r.son  :  said  (local  old-age  assistance  agency)  shall  have  power  to  sell, 
lease,  or  transfer  such  proi)erty  or  defend  or  prosecute  all  suits  concerning  it 
and  pay  all  just  claims  against  it  and  to  do  all  things  necessary  for  the  pro- 
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tection,  preservation,  and  management  thereof.  If  the  assistance  to  such 
person  is  discontinued  during  Ids  lifetime,  the  property  thus  transferred  to 
the  (local  old-age-assistance  agency)  shall  be  returned  to  him  subject  to  a  lien 
on  such  property  for  any  sums  paid  to  him  as  assistance  under  this  act,  or 
the  remainder  of  such  property  after  deducting  therefrom  the  sums  paid  to 
him  as  assistance  under  this  act  shall  be  returned  to  him.  In  the  event  of 
his  death,  the  remainder  of  such  property,  after  deducting  therefrom  the  sums 
paid  him  as  assistance  under  this  act,  shall  be  considered  as  the  property  of 
the  beneficiary  for  proper  administrative  proceedings.  The  (local  old-age- 
a.ssistance  agency)  shall  execute  and  deliver  all  necessary  instruments  to  give 
effect  to  this  section.  The  (proper  local  public  attorney)  at  the  request  of 
the  (local  old-age-assistance  agency)  shall  take  the  necessary  proceedings  and 
represent  the  (local  old-age-assistance  agency)  in  respect  to  any  matters  arising 
under  sections  21,  22,  and  23  of  this  act. 

Note. — Since  it  is  recommended  that  the  State  laws  should  not  •contain 
property    limits,    these   provisions   for   recovery    in    cases    where    there   is 
property  are  very  important.     Substantial  amounts  are  recovered  in  States 
following  this  procedure.      The  provisions  for  recovery  will  cause  many 
applicants  with  substantial  property  to  withdraw  their  applications,  and 
since  the  assistance  is  recoverable,  will  avoid  criticism  of  the  assistance 
to  persons  with  small  amounts   of  property.      The   Federal   bill   requires 
that  so  nrach  of  the  assistance  as  represents  the  Federal  aid  shall  be  made 
a  lien  upon  the  estate  of  the  recipient.      The  State  may,  if  it  wishes  to 
do  so,  charge  interest  upon  the  amounts  advanced  as  assistance,  but  this  is 
not  recommended. 
Seo.  23.  Recovery  of  as^sistance  payments. — If  at  any  time  during  the  con- 
tinuance of  old-age-assistance  allowance  the   (local  old-age-assistance  agency) 
has  reason  to  believe  that  a  spouse,  son,  or  daughter  liable  for  the  support  of 
the  recipient  of  assistance  is   reasonably  able  to   assist   him,   it  shall,   after 
notifying  such  person  of  the  amount  of  the  assistance  granted,  be  empowered  to 
bring  suit  against  such  spouse,  sou,  or  daughter  to  recover  the  amount  of  the 
assistance  provided  under  this  act  subsequent  to  such  notice,  or  such  part  thereof 
as  such  spouse,  son,  or  daughter  was  reasonably  able  to  have  paid. 
Note. — Interest  may  also  be  charged  if  desired. 
Sew.  24.  Expenses  of  act. — All  necessary  expenses  incurred  by  a   (county  or 
district)  in  carrying  out  the  provisions  of  this  act  shall  be  paid  by  such  (county 
or  district)  in  the  same  manner  as  other  expenses  of  such  (county  or  district) 
are  paid,  subject  to  partial  reimbursement  by  the  State  from  appropriations 
made  by  the  legislature  for  this  purpose.     (New  York  Laws,  ibid.,  sec.  124-n.) 

Sex;.  25.  Fraudulent  acts. — Any  person  who  by  means  of  a  willfully  false 
statement  or  representation,  or  by  impersonation,  or  other  fraudulent  device, 
obtains,  or  attempts  to  obtain,  or  aids  or  abets  an.v  person  to  obtain — 

(1)  Assistance  to  w'hich  he  is  not  entitled; 

(2)  Greater  assistance  than  that  to  which  he  is  justly  entitled; 

(3)  Payment  of  any  forfeited  installment  grant; 

(4)  Or  aids  or  abets  in  buying  or  in  any  way  disposing  of  the  property  of 
the  recipient  of  assistance  without  the  consent  of  the  (local  old-age-assistance 
agency)  shall  be  guilty  of  a  misdemeanor.  (Minnesota  Acts  of  1929,  sec.  15, 
and  other  State  laws.) 

Sec.  26.  Limitations  of  act. — All  assistance  granted  under  this  act  shall  be 
deemed  to  be  granted  and  to  be  held  subject  to  the  provisions  of  any  amending 
or  repealing  act  that  may  hereafter  be.  passed,  and  no  recipient  shall  have  any 
claim  for  compensation,  or  otherwise,  by  reason  of  his  assistance  being  affected 
in  any  way  by  such  amending  or  repealing  act.  (Maine  Laws,  ibid.,  sec.  22,  and 
other  State  laws.) 

Seo.  27.  Savinff  clause. — A  person  (55  years  of  age  or  more  not  receiving  old- 
age  assistance  under  this  act  is  not  by  reason  of  his  age  debarred  from  receiving 
other  public  relief  and  care.     (New  York  Laws,  ibid.,  sec.  124— p.) 

Sec.  28.  Effective  date.— 

The  Chairman,  The  first  witness  this  morning  will  be  Charles  H. 
Houston,  of  Washington,  D.  C,  representing  the  National  Associa- 
tion for  the  Advancement  of  Colored  People. 
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STATEMENT  OF  CHARLES  H.  HOUSTON,  REPRESENTING  THE  NA- 
TIONAL ASSOCIATION  FOR  THE  ADVANCEMENT  OF  COLORED 
PEOPLE 

Mr.  Houston.  Mr.  Chairman,  the  National  Association  for  the  Ad- 
vancement of  Colored  People  regrets  that  it  cannot  support  the  Wag- 
ner economic  security  bill  (S.  1130).  It  approached  the  bill  with 
every  inclination,  if  for  no  other  reason  than  the  fact  that  Senator 
Wagner  introduced  it,  to  support  it,  but  the  more  it  studied  the  bill 
the  more  holes  appeared,  until  from  a  Negro's  point  of  view  it  looks 
like  a  sieve  with  the  holes  just  big  enough  for  the  majority  of 
Negroes  to  fall  through. 

As  to  title  I,  the  noncontributorv  old-age  assistance,  the  very  limits 
of  the  appropriations  ($50,000,000  the  first  year  and  $125,000,000 
thereafter)  show  that  it  is  not  intended  to  cover  all  old  people  65 
years  of  age  or  over.  The  President's  own  Committee  on  Economic 
Security  reported  that  there  are  now  approximately  7,500,000  people 
05  years  of  age  and  over,  and  that  a  conservative  estimate  is  that  half 
of  them  are  dependent.  Figuring  out  an  old-age-assistance  grant 
averaging  onlv  $10  per  month  to  these  3,750,000  dependents,  and  we 
have  the  figure  of  $37,500,000  per  month,  or  $450,000,000  per  year. 
Since  the  Federal  Government  splits  the  expense  50-50  with  the 
States,  the  cost  to  the  Federal  Government  figures  out  as  $225,000,000 
per  year.  But  the  maximum  appropriation,  including  cost  of  ad- 
ministration, is  only  $125,000,000,  so  the  bill  on  its  face  flatly  leaves 
four-ninths  of  the  old  people  unprovided  for,  or  1,277,776  depend- 
ent persons  65  years  of  age  or  over  without  the  prospects  of  old-age 
assistance.  The  question  which  most  directly  concern  us  is  how 
many  of  these  1,277,776  unassisted  persons  are  Negroes. 

In  the  first  place,  the  old-age-assistance  program  does  not  become 
operative  in  any  State  until  the  State  has  first  accepted  the  act  and 
established  a  State  old-age  authority  and  a  State  old-age  plan  satis- 
factory to  the  Federal  administrator.  When  we  look  at  tlie  States 
which  now  have  old-age  pension  laws  according  to  the  supplemental 
report  of  the  President's  committee,  we  note  that  there  is  not  a  single 
Southern  State  with  such  a  program.  And  as  practical  statesmen 
you  know  the  difficulties  there  will  be  in  getting  any  substantial  old- 
age-assistance  ])lan  through  the  legislature  of  any  Southern  State  if 
Negroes  are  to  benefit  from  it  in  any  large  measure.  If  the  Southern 
States  do  pass  old-age-assistance  laws  under  such  circumstances,  it 
will  be  more  than  they  have  done  for  Negro  education  or  Negro  public 
liealth  or  any  of  the  other  public  services  which  benefit  the  Negro 
masses. 

Therefore  the  national  association  favors  a  strictly  Federal  old- 
age-assistance  program  either  with  direct  benefits  or  with  Federal 
grants  in  aid  to  tlie  States,  and  such  guaranties  against  discrimina- 
tion which  will  insure  that  every  American  citizen  shall  receive  his 
fair  and  equal  share  of  the  benefits  according  to  his  individual  need. 

Such  a  program  is  entirely  feasible  and  eliminates  certain  bad 
features  now  present  in  the  bill.  As  it  now  stands,  the  bill  makes 
the  old-age-assistance  program  the  football  of  national  politics.  The 
power  in  a  Federal  administrator  to  approve  or  reject  State  plans  is 
a  tremendous  weapon  for  political  favor  or  political  punishment. 
Further,  the  citizens  of  the  States  which  have  not  accepted  the  old- 
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age-assistance  plans  are  taxed  for  the  benefit  of  the  States  which 
have  accepted. 

From  the  point  of  view  of  the  Negro  it  would  be  much  easier  to 
get  fair  enforcement  of  a  Federal  law  than  to  get  a  really  effective 
old-age  assistance  law  passed  by  southern  legislatures.  There  are 
lots  of  decent,  fair-minded  people  in  the  South ;  but  in  many  States 
it  would  be  political  suicide  for  them  to  advocate  a  State  old-age 
assistance  law  giving  Negroes  substantial  benefits  in  large  numbers. 

The  Chairman.  How  much  would  you  say  the  amount  should  be 
if  the  Federal  Government  itself  contributed  and  none  of  the  States 
had  to  contribute? 

Mr.  Houston.  There  would  be  two  things  that  I  would  say.  In 
the  first  place,  we  advocate  that  the  old-age  system  and  the  old-age 
annuitj'^  be  merged.  I  will  explain  why  later.  Under  that  merged 
plan  we  would  say  that  if  you  had  Federal  grants-in-aid  to  the 
States,  so  that  the  States  administered  it,  we  would  then  say  that  the 
workers  should  not  get  any  less  than  what  he  has  actually  paid  in — 
that  that  should  be  the  minimum.  On  the  other  hand,  if  you  have 
benefits  paid  directly  by  the  Federal  Government  to  the  individual, 
we  would  then  say  cut  down  the  Federal  minimum  to  such  a  point 
that  it  would  not  disturb  conditions  in  any  State,  with  the  idea  that 
the  States  could  add  increments  that  they  wanted  according  o  their 
resources  and  according  to  the  social  needs  in  the  particular  States. 

The  Chairman.  How  much  would  you  say  that  that  amount  would 
he  that  the  Federal  Government  was  going  to  give  ? 

Mr.  Houston.  Senator,  to  be  perfectly  frank  with  you,  I  am  not 
an  actuary,  and  I  would  not  set  up  an  arbitrary  standard  in  terms 
of  dollars  and  cents  under  those  circumstances;  but  I  say  this,  that 
it  is  perfectly  practical  to  establish  a  minimum,  and  that  there  are 
no  more  difficulties  in  establishing  a  minimum  for  old-age  assistance 
than  there  were  difficulties  in  establishing  a  minimum  wage  under 
the  N.  R.  A.  The  N.  R.  A.  worked  out  differentials  for  different  sec- 
tions of  the  countiy,  and  I  think,  again,  even  if  you  did  have  a 
system  of  Federal  differentials,  that  that  might  be  satisfactory.  We 
recognize,  just  as  anybody  else  does,  that  the  standards  of  living, 
perhaps,  in  the  agricultural  States,  may  not  cost  altogether  the  same 
as  in  the  more  industrialized  States,  so  that  you  might  have  a  dif- 
ferential in  your  minimum  level  just  the  same  as  you  had  differen- 
tials in  your  N.  R.  A.  codes,  but  I  would  not  attempt  to  give  yoiu 
the  figures  in  dollars  and  cents. 

The  Chairman.  Would  you  think  that  $15  would  be  too  much  or 
too  little? 

Mr.  Houston.  As  a  minimum? 

The  Chairman.  Well,  to  start  in  on.  Suppose  the  Federal  Gov- 
ernment were  not  going  to  ask  for  any  contribution  by  the  States, 
would  you  think  that  $15  would  be  fair? 

Mr.  Houston.  My  impression  is  that  $15  would  be  fair ;  but  again 
I  am'  giving  it  only  as  a  general  impression. 

The  Chairman.  Because  we  have  to  take  into  consideration  the 
amount  of  money  it  will  cost,  because  we  have  to  raise  the  revenue. 

Mr.  Houston.  I  understand  that ;  and  I  will  give  you  our  sugges- 
tion as  to  raising  the  revenues  in  just  a  second. 

I  was  saying  that  at  the  present  time  so  far  as  the  attempt  to  get 
.a  State  old-age  assistance  program  through  the  Southern  legisla- 
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tures,  and  I  called  your  attention  to  the  fact  that  we  know  as  well 
as  anybody  else  that  there  are  plenty  of  decent  people  down  South, 
but  we  also  know  from  experience,  in  the  Scotsboro  case  and  Judge 
Wharton,  for  example,  that  it  is  the  same  as  political  suicide  to 
take  an  advanced  stand  on  racial  issues  in  many  cases,  and  that  it 
would  be  political  suicide  for  some  of  these  people  to  advocate  a 
State  old-age-assistance  plan  in  which  Negroes  woulcl  benefit  in  any 
large  numbers,  and  therefore  it  is  going  to  be  for  us  to  obtain  a 
better  enforcement  under  a  Federal  law  than  it  would  be  to  get  the 
Southern  law  with  the  same  protection  so  far  as  the  Negro  workers 
are  concerned. 

Next,  we  oppose  the  residence  requirements  of  the  bill,  requiring 
a  residence  of  5  years  out  of  the  last  10  within  the  States.  The 
President's  own  Committee  on  Economic  Security  has  stated  that 
residence  requirements  presuppose  a  degree  of  security  and  perma- 
nence of  employment  which  has  been  conspicuously  lacking  in  our 
skilled  workers,  whose  labor  is  frequently  of  a  highly  migratory  or- 
der. (Mimeographed  release  no.  3834,  Old  Age  Pensions.)  it  is, 
of  course,  in  the  ranks  of  these  unskilled  workers  that  the  need  for 
old-age  assistance  is  greatest,  and  it  is  the  cruelest  kind  of  an  illu- 
sion to  dangle  in  front  of  them  an  old-age-assistance  provision,  and 
then  say  they  have  to  starve  in  one  State  5  years  out  of  10  before 
they  get  it. 

And  lest  the  committees  believe  I  am  overdrawing  the  picture,  let 
me  refer  to  the  report  by  our  A.  A.  A.  investigation  of  a  survey  of 
cotton  regions  west  of  Memphis,  filed  with  the  A.  A.  A.  just  2  days 
ago.  The  investigator  reported  evicted  tenant-farmer  families 
straggling  along  highways,  wandering  hopelessly  in  search  of  shel- 
ter and  employment;  rough-boarded  shacks  in  muck-mired  fields, 
with  gaping  walls  open  to  the  winter  winds ;  evicted  Negroes  stand- 
ing in  the  road  not  knowing  where  to  turn  for  succor.  To  say  that 
these  people  must  remain  in  a  State  for  5  years  in  order  to  qualify 
for  old-age  assistance  is  the  height  of  injustice,  and  a  virtual  return 
to  slavery. 

Under  a  wholly  Federal  old-age  assistance  plan  with  direct  bene- 
fits or  with  grants-in-aid  to  the  tSate  there  would  not  be  any  neces- 
sity of  a  State  residence  requirement.  If  any  residence  requirement 
should  be  invoked,  it  should  only  be  a  national  residential 
requirement. 

If  you  have  to  have  any  residence  requirement  wdiatsoever,  it 
would  be  sufficient  to  establish  a  national  residence  requirement. 

As  to  title  IV,  the  old-age  annuity  plan,  this  plan  differs  from  the 
old-age  assistance  in  being  a  substitute  for  earnings  as  distinguished 
from  old-age  assistance  which  is  a  supplement  to  earnings. 

Earnings,  as  distinguished  from  old-age  assistance  which  is  a 
supplement  to  earnings.  And  I  call  your  attention  to  this  that  in 
your  old-age  assistance  plan,  section  4-e  (3),  the  statement  is  that 
it  shall  be  paid  when  the  person  "has  an  income  which  when  joined 
with  the  income  of  such  person's  spouse  is  inadequate  to  provide  a 
reasonable  subsistence  compatible  with  decency  and  health  " — in 
other  words,  the  term  "  assistance  "  does  not  mean  substitution  for 
a  work,  but  it  is  a  supplement  to  the  wages  that  the  person  is  other- 
wise earning.  On  the  other  hand,  your  old-age  annuity  plan  is  a 
substitute  for  work,  because  the  provisions  of  section  405-a  (4)  says 
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that  the  person  can  only  become  eligible  provided  he  is  not  gainfully 
employed  by  another. 

The  point  is  that  this  is  financed  largely  by  the  workers  and 
industry  itself.  Every  employee  is  subject  to  the  tax  without  any 
exemptions  whatsoever,  just  so  long  as  he  is  under  60  years  of  age 
on  January  1,  1937,  but  he  can  only  qualify  for  the  annuity  if  he  has 
had  the  tax  paid  for  him  at  least  200  different  weeks  in  not  less 
than  a  5-year  period  before  he  attains  the  age  of  65  years.  Whom 
does  this  provision  eliminate?  It  eliminates  all  casual  workers  be- 
cause in  substance  it  provides  that  a  worker  must  be  employed  an 
average  of  40  weeks  out  of  the  year  for  5  years.  It  eliminates  all 
domestic  and  agricultural  workers  because  it  is  almost  impossible 
to  standardize  their  wages  sufficient  for  the  tax  to  be  collectible  as 
they  work  indifferently  by  the  hour,  by  the  day,  or  by  the  week. 
And  I  call  your  attention  to  the  fact  that  no  person  is  eligible  for 
old-age  annuity  unless  a  tax  has  been  paid  on  his  behalf. 

Further,  it  eliminates  the  share  cropper  and  the  tenant  farmer, 
because  from  the  nature  of  their  relationship  to  the  landlord  they  do 
not  draw  wages.  It  eliminates  the  older  portion  of  the  present 
unemployed. 

When  you  realize  that  out  of  the  5,500,000  Negi-o  workers  in  this 
country,  approximately  2,000,000  are  in  agriculture  and  another 
1,500,000  in  domestic  service — 3,500,000  Negroes  dropped  through  the 
act  right  away  when  it  comes  to  the  question  of  old-age  annuity; 
in  other  words,  every  3  Negro  workers  out  of  5,  and  then  when  you 
realize  that  of  all  of  the  elements  in  our  population,  the  depression 
has  thrown  more  Negroes  out  of  work  proportionately  than  any 
other  element  of  the  population,  you  being  to  appreciate  my  state- 
ment at  the  outset  of  my  testimony  that  this  bill  looks  like  a  sieve 
with  holes  just  large  enough  for  the  majority  of  Negroes  to  fall 
through. 

Our  position  is  that  the  old-age  assistance  and  the  old-age  annuity 
plans  should  be  merged,  and  that  there  should  be  a  Federal  old-age 
assistance  jjlan  including  all  workers.  In  support  of  this,  let  me 
demonstrate  why  the  old-age  annuity  system  would  not  work  for 
the  casual,  the  domestic,  and  the  agricultural  workers.  No  argument 
is  necessary  to  demonstrate  that  the  overhead  of  administering  and 
really  enforcing  a  pay-roll  tax  on  casual,  domestic,  and  agricultural 
workers  would  practically  consume  the  tax  itself.  But  from  the 
standpoint  of  annuity  benefits  what  is  the  situation? 

Since  the  "  average  monthly  wage  "  is  at  the  basis  of  computing 
the  annuity,  and  the  "  average  monthly  wage  "  includes  part-time 
as  well  as  full-time  wages  it  is  safe  to  say  that  the  average  monthly 
wage  would  be  less  than  $30  per  month.  Those  workers  ordinarily 
would  qualify  only  for  the  smallest  annuity,  15  percent,  which 
would  amount  to  $4.50  per  month,  or  $54  per  year.  It  is  perfectly 
obvious  that  this  can  be  no  substitute  for  a  working  wage. 

It  may  be  argued  that  these  casual,  domestic,  and  agricultural 
workers  are  eligible  for  old-age  assistance  under  the  present  bill; 
but  the  difference  between  this  bill  and  our  proposal  is  fundamental. 
Under  the  Wagner  bill  the  old-age  annuity  is  a  direct  Federal  right 
with  the  worker  receiving  his  old-age  annuity  direct  from  the  Fed- 
eral Social  Insurance  Board;  but  the  old-age-assistance  benefits  are 
operative  only  after  the  States  have  acted.     Under  our  proposal  we 
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would  give  the  worker  a  direct  Federal  right  under  the  old-age- 
assistance  plan,  just  as  he  now  has  it  under  the  old-age-annuity 
plan,  with  benefits  paid  directly  by  the  Federal  Government  or  with 
Federal  grants-in-aid. 

Now,  as  to  the  casual  worker — under  this  bill,  where  you  have  no 
exemptions  whatsoever  for  any  employees,  the  casual  worker  who 
loses  out  with  199  weeks  in  a  5-year  period  has  contributed  his 
share  of  the  tax  for  the  benefit  of  the  annuity  of  those  who  have 
200  weeks  out  of  a  5-year  period;  in  other  words,  you  are 
penalizing  your  casual  worked  in  order  to  pay  the  annuity  for  the 
steady  worker.  That  cannot  be  eliminated  for  this  reason — that  your 
casual  worker  of  today  may  be  your  steady  worker  of  tomorrow; 
and,  therefore,  you  have  got  to  include  him  in  the  tax ;  but  we  sug- 
gest that  under  our  provision  there  is  no  question  of  making  one 
man  pay  for  another  man's  benefits. 

You  asked  me  about  the  question  of  standards,  and  I  repeat  that 
on  the  question  of  standards,  we  say  that  if  you  have  a  contributory 
provision  under  the  old-age-assistance  plan,  and  it  seems  to  me  this, 
at  the  present  time  you  are  providing  an  old-age  system  from  funds 
not  otherwise  appropriated,  and  those  funds  are  available  whether 
you  adopt  a  merged  plan  or  whether  you  keep  the  present  separate 
plans.  Under  the  old-age  annuity  you  are  making  the  fund  pay 
for  itself  in  substance.  Our  proposal,  so  far  as  finance  is  concerned, 
is  that  in  merging  the  plans,  we  have  no  objections  to  your  pay-roll 
tax  provided  the  lower  brackets  of  the  pay  roll  or  the  lower  brackets 
of  Avages  are  excluded.  The  reason  for  that  is  this :  That  the  diffi- 
culties of  a  real  administration  and  real  enforcement  to  keep  these 
taxes  from  slipping  through  the  fingers  of  the  Government  are  such 
and  so  expensive  that  it  really  does  not  pay  for  any  other  reason 
as  a  practical  matter,  to  attempt  to  collect  them. 

In  the  second  place,  so  far  as  the  lower  wage  groups  are  concerned, 
they  are  beloAv  really  a  distinct  subsistence  level  at  the  present  time, 
and  therefore  any  tax  upon  their  wages  simply  reduces  the  amount 
that  the  Federal  Government  or  some  other  government  must  put  in 
l)y  way  of  aid  relief  or  other  provisions.  We  maintain  that  already 
the  principle  of  the  exemption  of  the  low-wage  groups  is  recognized 
in  several  instances.  In  the  first  place,  it  is  recognized  in  the  matter 
of  judicial  exemptions  from  execution.  In  the  second  place,  it  is 
recognized  in  income  tax:  and  in  the  third  place,  in  principle  it  is 
recognized  in  the  inheritance  tax,  and  we  respectfully  submit  that 
either  you  may  step  up  this  very  minor  portion — ancl  it  figures  at 
about  one-lialf  of  1  percent — and  the  gross  tax  available  from  that 
source  would  not  cover  the  expense  of  collection  or  administration. 

Another  thing:  If  we  say  that  these  low-wage  workers  are  not 
taxed  directly  as  consumers,  they  have  been  paying  indirect  taxes 
ever  since  they  have  been  alive  and  consuming  things  in  the  com- 
munity. 

As  to  title  VI — unemployment  insurance :  Here  there  is  a  compul- 
sory excise  employment  tax  on  employers  of  four  or  more,  but  there 
is  no  Federal  machinery  for  the  payment  of  the  insurance  benefits. 
The  unemployment  insurance  benefits  are  to  be  administered  and  paid 
out  through  State  agencies,  but  there  is  no  provision  in  the  law — and 
could  not  bo — requiring  the  States  to  establish  State  agencies.  In 
short,  industry  in  State  A,  which  has  no  unemployment  insurance 
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■machinery,  has  to  help  carry  the  unemployment  burden  in  State  B, 
which  has  a  certified  State  agency. 

As  to  the  persons  entitled  to  unemployment  insurance,  the  definition 
is  left  up  to  the  respective  States,  with  a  gesture  to  organized  labor 
on  conditions  of  employment  in  section  602  (e) .  All  through  this  bill 
.one  notices  that  organized  labor  is  given  a  measure  of  protection  but 
unorganized  labor  is  not.  But  lest  you  may  keep  the  impression 
that  the  share  croppers  and  tenant  farmers  are  not  organizing,  I 
recur  to  the  A.  A.  A.  report  cited  above  and  call  your  attention  to  the 
fact  that  the  investigator  reports  the  two  chief  causes  of  the  tenant 
evictions  are : 

(1)  Reduction  in  labor  requirements  produced  by  reduction  in 
•acreage;  and 

(2)  Ever-increasing  unionization  of  share  croppers  to  bring  pres- 
sure on  planters  for  retention  of  the  customary  number  of  tenants  and 
for  payment  to  the  tenants  of  their  full  share  of  A.  A.  A.  benefit 
money. 

If  we  follow  the  history  of  the  workmen's  compensation  acts,  we 
know  that  two  great  classes  of  workers  who  will  be  excluded  from 
the  benefit  of  unemployment  insurance ;  they  are  agricultural  workers 
and  domestic  workers.  Again,  3  out  of  every  5  Negro  workers  drop 
through  the  holes  of  the  sieve. 

We  do  not  have  the  requisite  knowledge  to  propose  an  unemploy- 
ment scheme  which  will  be  adequate  and  fair  to  all  sides — the  public, 
industry,  and  the  workers.  But  we  know  that  the  present  scheme  is 
unfair  to  unorganized  labor,  and  we  say  that  whatever  scheme  is 
finally  adopted,  it  must  include  unorganized  labor  within  its  benefits, 
wherever  that  unorganized  labor  is  without  employment  through 
conditions  outside  of  its  control  and  through  no  fault  of  its  own. 

As  to  title  II,  aid  to  fatherless,  dependent  children ;  and  title  VII, 
maternal  and  child  health :  We  make  a  special  plea  that  guaranties 
of  no  discrimination  be  written  into  the  bill.  The  matter  of  Negro 
health  is  a  concern  not  only  of  the  Negro  but  to  every  white  person 
he  comes  in  contact  with.  You  know  from  conditions  in  the  South, 
where  Negroes  are  used  in  the  home  and  where  they  are  in  constant 
contact  with  the  white  population,  that  Negro  health  is  a  matter 
of  concern  to  the  white  population  itself,  and  we  urge  that  it  be 
written  into  the  bill  that,  in  those  States  which  provide  for  the  sep- 
aration of  the  races  in  public  places  and  under  public  institutions, 
fair  and  adequate  provisions  be  made  for  them  in  institutions  and 
personnel  administration. 

We  have  a  precedent  for  this  in  the  Act  of  August  30,  1890, 
chapter  841,  which  amended  the  original  July  2,  1862,  act  providing 
"Federal  grants  to  State  agricultural  colleges,  and  provides  in  part: 

That  no  money  shall  be  paid  out  under  this  act  to  any  State  or  Territory 
for  the  support  and  maintenance  of  a  college  where  a  distinction  of  race  or 
color  is  made  in  the  admission  of  students,  Ijut  the  establishment  and  mainte- 
nance of  such  colleges  separately  for  white  and  colored  students  shall  be  held 
to  be  a  compliance  with  the  provisions  of  this  act  if  the  funds  received  in 
such  State  or  Territory  be  equitably  divided  as  hereinafter  set  forth.     *     *     * 

We  have  had  the  most  disgusting  experiences  in  the  matter  of 
public  health.  If  you  want  to  know  how  much  handicap  the  Negro 
citizen  suffers,  the  only  thing  you  have  got  to  do  is  to  try  to  get  a 
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job,  travel,  or  else  get  sick,  and  that  applies  not  only  to  the  ordinary 
citizen  but  it  applies  also  to  United  States  veterans,  of  whom  I  am 
one,  and  I  want  to  say  that  even  as  to  your  United  States  veterans, 
when  they  have  the  hospitals  here  in  the  city  of  AYashington  out 
at  Mount  Alto  Hospital,  although  all  the  Negi'oes  are  lumped  in 
one  ward,  regardless  of  diseases,  and  they  are  not  separated  accord- 
ing to  their  diseases. 

In  the  matter  of  public  health,  we  have  received  some  of  the 
greatest  discriminations  that  has  ever  been  perpetrated  in  this 
country.  In  the  city  of  Columbia,  S.  C,  a  Negro  ward  was  only 
put  into  the  county  hospital  in  the  year  1933.  Down  at  Fiske 
University,  the  dean  of  women  died  as  the  result  of  an  automobile 
accident  iDccause  she  was  not  admitted  to  a  hospital — they  would 
not  take  Negro  citizens  in. 

Under  those  circumstances,  if  this  Federal  Government  which 
calls  upon  Negroes  to  defend  it  in  time  of  war  is  going  to  contribute 
money  for  public  health,  and  we  hope  it  does  contribute  money  for 
public  health,  because  our  flat  position  is  we  do  not  want  to  de- 
prive the  Avhite  citizens  of  anything  but  we  simply  want  to  have 
all  citizens  share  in  the  benefits  under  the  law,  and  I  say  if  the 
Federal  Government  is  going  to  make  provisions  for  public  health 
for  the  care  of  the  fatherless  and  dependent  children,  for  maternal 
care,  then  I  say  to  you  that  so  far  as  institutions  are  concerned, 
so  far  as  the  administration  of  personnel  is  concerned,  then  we  ask 
that  the  guaranties  of  no  discrimination  be  written  into  the  act. 

And  let  me  make  our  position  on  this  point  unmistakably  clear. 
The  National  Association  is  not  endorsing  or  condoning  segregation ; 
but  where  there  is  segregation  it  is  making  its  fight  for  real  equalit}^ 
under  and  before  the  law. 

Finally,  as  to  the  whole  bill  and  its  administration  we  urge  that 
guaranties  be  written  in  that  the  administrative  personnel  be  selected 
according  to  individual  merit  without  discrimination  as  to  race, 
the  same  as  guaranties  have  been  written  in  that  the  administrative 
personnel  is  to  be  selected  without  regard  to  political  affiliation. 
We  Negroes  are  United  States  citizens  who  have  never  failed  to 
shoulder  our  full  share  of  the  national  burden ;  if  we  have  not  paid 
you  more  money  in  taxes,  it  is  because  you  have  denied  us  equal 
opportunity  to  work.  That  is  the  opportunit}'^  which  we  seek  and 
need  now  the  same  as  any  other  citizen  regardless  of  color  or  creed. 

The  Chairman.  Thank  you  very  much.  Miss  Dorothy  Kahn, 
Philadelphia.  You  represent  the  American  Association  of  Social 
Workers.  Miss  Kahn? 

Miss  Kahx.  Yes;  and  I  was  chairman  of  tlie  advisory  committee 
on  public  employment  and  public  assistance  of  the  President's  Com- 
mittee on  Economic  Security. 

STATEMENT  OF  MISS  DOROTHY  KAHN.  PHILADELPHIA.  PA., 
REPRESENTING  THE  AMERICAN  ASSOCIATION  OF  SOCIAL 
WORKERS 

Mr.  Chairman,  in  coming  before  tlds  committee,  the  Ameri- 
can Association  of  Social  AYorkers  desires  to  indicate  its  sup- 
port of  the  general  principles  involved  in  this  program.  It  believes 
that  the  bill  in  its  intent  affords  a  framework  for  economic  security 
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for  people  in  whom  we  are  interested,  the  like  of  which  this  country 
has  never  seen  before. 

We,  of  course,  as  social  workers  of  the  people  who  in  the  last 
analysis  deal  w^ith  the  end  results  of  insecurity,  and  so  we  think  that 
we  have  a  few  things  to  contribute  in  connection  with  the  details 
of  this  bill,  that  we  would  like  to  lay  before  you. 

Our  comments  are  going  to  be  confined  very  largelj^  to  the  material 
in  titles  I  and  II  of  the  bill.  We  agree  also  with  the  President's 
announced  principle  that  the  country  has  to  get  out  of  this  relief 
business,  but  we  believe  that  the  only  way  to  get  out  of  this  relief 
business  is  of  course  first  to  increase  opportunities  for  genuine  em- 
plo3nnent.  Where  that  is  impossible,  a  work  program  sponsored  by 
the  Government,  such  insurance  provisions  as  will  protect  workers 
in  industry  against  the  hazards  of  unemployment,  and  finally,  and 
this  refers  particularly  to  the  two  titles  of  the  bill  about  which  I 
would  like  to  speak,  through  such  provisions  as  these  titles  afford 
that  lay  the  groundwork  for  what  is  a  genuinely  American  program 
of  public  assistance. 

Our  belief  is  that  there  are  certain  questions  that  we  must  ask 
ourselves  with  reference  to  the  whole  program  and  particularly  with 
reference  to  these  two  titles.  In  the  first  place,  with  the  program 
as  contemplated,  if  it  assumes  that  all  of  the  supposedly  employable 
workers  are  going  to  be  employed  in  the  contemplated  work  ]iro- 
gram,  and  our  first  question  is,  can  this  work  program  absorb  these 
workers?  If  not,  what  will  be  left  over,  and  is  that  left-over  group 
adequately  cared  for  in  the  other  provisions  of  the  security  measure  ? 

The  second  question  is  can  the  States  absorb  that  left-over  group 
other  than  as  provided  for  in  titles  I  and  II  under  the  program  that 
has  been  outlined? 

The  second  question  we  would  like  to  discuss  very  briefly  is  the 
organization  for  caring  for  what  we  call  the  "  revidual  load  ",  and 
in  that  connection  it  is  our  belief  that  we  require  some  administra- 
tor's machinery  that  is  not  clearly  indicated  in  the  bill  to  care  for 
these  groups. 

On  the  first  question,  as  to  whether  or  not  the  work  program 
can  be  expected  to  absorb  the  entire  number  of  supposedly  eligible 
workers,  that  is  80  percent  who  are  not  under  the  program  going  to 
be  turned  back  to  the  States  and  are  not  cared  for  by  the  old-age 
provisions  or  the  dependent-children  provisions,  we  would  like  to 
call  attention  first  of  all  to  the  fact  that,  according  to  the  figures  of 
the  Federal  Emergency  Relief  Administration,  44  percent  of  all 
heads  of  families  included  in  this  employable  group  are  between 
the  ages  of  45  and  65,  that  is,  in  the  group,  of  course,  who  are  pro- 
vided for  under  the  old-age  provision,  but  nevertheless  in  an  age 
group  which  our  industrial  organization  is  increasingly  finding 
itself  unable  to  absorb,  and  I  think  we  have  no  reason  to  assume 
that  our  work  program  will  be  any  more  effective  in  absorbing  these 
old  workers  than  has  private  industry  been. 

These  are  the  chief  breadwinners  in  44  percent  of  all  of  the  fam- 
ilies of  supposedly  employable  persons. 

There  is  another  large  group  of  these  employable  persons  who  fall 
between  16  and  21.  young  persons  who  have  had  no  working  experi- 
ence whatsoever,  largely  because  there  has  been  no  work  oppor- 
tunities during  this  depression,  and  we  mention  those  as  another 
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proup  that  it  will  be  exceedingly  difficult  for  the  work  program  to 
absorb.  In  our  work  program  also,  there  has  been  indicated  a  plan 
to  limit  work  opportunities  to  only  1  member  of  a  family.  The 
Federal  figures  show  that  the  average  number  of  wage  earners  per 
family  is  1.4,  but  that  in  57  percent  of  all  of  the  families  on  relief  at 
the  present  time,  there  is  only  1  wage  earner.  In  other  families 
thei'e  is  more  than  1  wage  earner,  the  rest  of  this  group  of  course, 
under  the  contemplated  program  would  automatically  be  eliminated. 
There  is  a  further  limitation  on  the  capacity  of  the  work  program 
to  absorb  these  employable  workers  inherent  in  the  fact  that  accord- 
ing to  the  F.  E.  R.  A.  figures,  18  percent  of  all  of  the  relief  popula- 
tion have  jobs  in  private  industry,  jobs  that  are  either  part-time  jobs 
or  low-wage  jobs  where  the  income  is  so  small  that  the  family  re- 
quires additional  assistance,  and  they  are  therefore  on  relief. 

I  would  like  to  call  attention  to  the  fact  that,  while  this  18  percent 
who  are  already  in  private  industry  is  nevertheless  on  relief  is  a 
figure  for  the  country  as  a  whole,  our  experience  in  an  urban  com- 
munity— and  I  am  a  relief  administrator  in  Philadelphia — our  ex- 
perience in  an  urban  community  and  an  industrial  community  is  that 
nearly  50  percent  of  all  of  the  families  on  relief  have  some  income  or 
some  employment  which  is  still  so  small  that  it  does  not  provide  them 
with  an  adequate  means  of  livelihood.  So  that  there  is  another 
group  that  is  disadvantaged  in  relation  to  our  work  program.  We 
would  not  wish  to  take  that  group  out  of  normal  industry  even 
though  their  earnings  are  now  small  or  their  jobs  are  only  part-time 
jobs. 

Perhaps  the  most  fundamental  difficulty,  however,  in  this  question 
of  absorbing  the  employable  workers  in  the  contemplated  work 
program  is  the  occuj^ational  distribution  of  those  workers.  What 
do  they  represent  ?  Again  I  refer  to  our  own  Government  figures  in 
that  connection  and  call  attention  to  the  fact  that  a  very  considerable 
number  of  the  workers  are  lacking  in  adaptability  to  the  projects 
which  we  are  contemplating  pursuing.  For  instance,  30  percent 
of  this  entire  group  are  women,  that  is,  there  are  some  2,600,000 
men  and  1,235,000  females. 

As  we  look  at  these  projects  or  think  of  the  projects  that  have  been 
pursued  even  in  the  aiding  by  C.  W.  A.,  we  know  tkat  we  had  great 
difficulties  in  absorbing  a  large  number  of  women  in  the  program. 
If  you  break  down  this  figure  of  occupations,  you  will  find  that,  of 
the  clerical  workers  on  relief,  41  percent  are  of  the  professional 
group  and  20  percent  are  women.  Of  the  skilled  group,  only  5  per- 
cent are  women,  l)ut  I  will  call  particular  attention  to  this — that  of 
the  unskilled  group,  34  percent  are  women. 

Moreover,  if  j^ou  consider  the  classifications  by  another  type  of 
break-down,  and  I  am  quoting  now  from  an  occupational-distribu- 
tion table  that  we  made  of  the  relief  population  in  Philadelphia, 
we  found  that  18  percent  of  a  sample  group  were  in  domestic  and 
jK'rsonai  service.  If  that  group  of  persons  who  constitutes  a  very 
substantial  part  of  the  em])loyable  workers  had  been  men,  I  think 
we  might  readily  consider  that  they  would  adapt  themselves  to  work 
on  roads,  harbors,  and  so  on,  even  though  their  i)revious  occupations 
had  been  domestic  or  personal  service  or  sales  occupations,  if  we 
could  find  no  other  work  for  them.     But,  as  a  matter  of  fact,  56 
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percent  of  that  group  of  domestics  are  women  and,  us  I  quote  these 
figures,  I  would  like  to  call  attention  to  the  fact  that  we  are  exclud- 
ing from  them  all  the  persons  who  are  supposedly  in  such  situations 
that  would  preclude  their  working,  that  is,  these  are  employable 
workers  that  we  contemplate  absorbing  in  a  work  program. 

There  is  a  further  fact  that  gives  us  a  pause,  gives  me  pause, 
particularly  in  our  situation  in  Philadelphia,  that  is,  that  even  now 
with  a  very  limited  work  program,  without  a  single  housing  proj- 
ect under  way,  that  we  have  already  practically  exhausted  what  we 
call  the  employment  inventory,  that  is  that  supply  of  available 
workers  in  the  group  of  painters  and  carpenters  on  relief,  which 
shows  that  the  occupational  distribution  of  the  people  that  we  are 
expecting  to  absorb  in  our  work  program  is  much  less  varied. 

We  have  assumed  that  we  have  in  that  group  a  number  of  persons, 
with  the  greatest  ingenuity  that  we  can  command,  will  not  be  ab- 
sorbed in  any  projects  that  we  can  conceive,  even  though  they  are 
physically  and  mentally  able  to  work  and  very  eager  for  employ- 
ment. 

On  the  physical  side,  I  would  like  to  quote  from  some  figures  that 
we  have  recently  secured  from  the  Illinois  Emergency  Relief  Com- 
mission who  undertook  to  give  health  examinations  to  a  group  of 
people  that  had  been  classified  as  employable  and  referred  for  work. 
These  were  peojDle  that  did  not  have  sufficiently  obvious  defects  to 
bar  them  from  participation  in  the  work  program  and  in  that  group 
it  was  found  that  only  50  percent  of  the  whole  group  were  sufficiently 
healthy,  sufficiently  strong,  to  pursue  any  of  the  labor  projects. 
Eighteen  percent  were  incapacitated  entirely,  and  another  group,  a 
smaller  number,  constituting  16  percent  were  suffering  from  defec- 
tive vision,  epilepsy,  high  blood  pressure,  and  other  serious  handi- 
caps that  made  it  necessary  to  assign  them  to  what  we  call  light 
clerical  jobs. 

It  seems  to  us  in  view  of  these  facts  that  it  is  most  unlikely  that 
we  will  be  able  by  the  greatest  stretch  of  our  imaginations  and 
ingenuities  to  absorb  in  the  contemplated  work  program  anything 
like  100  percent  of  the  80  percent  of  the  supposedly  employable 
persons. 

Senator  Costioan.  You  have  been  very  helpful  to  the  committees 
of  the  Senate  in  other  hearings  having  to  do  with  human  needs.  May 
I  ask  you  whether  your  conclusion  just  stated  applies  to  the  country 
as  a  whole  or  merely  to  your  Pennsylvania  data? 

Miss  Kahn.  I  think,  Senator  Costigan,  it  applies  to  the  country 
as  a  whole,  because  we  are  basing  these  conclusions  upon  an  examina- 
tion of  the  Federal  figures  of  the  experience  in  various  parts  of  the 
country.  It  is  of  course  more  true  of  the  urban  areas,  that  we  are 
more,  even  more,  concerned,  because  of  that  fact,  because  our  largest 
work  projects  are  very  likely  to  be  pursued  in  our  urban  areasa,  and 
if  we  confine  that  to  the  relief  population,  the  largest  part  of  the 
relief  population  is  in  the  urban  communities. 

Senator  Costigan.  Have  you  any  suggestions  as  to  the  percentage 
of  the  unemployed  employables  who  are  not  likely  to  be  given  em- 
ployment by  the  Federal  Government  under  the  public-works 
program  ? 

Miss  Kahn.  Percentages  are  always  a  little  dangerous.  Senator, 
and  our  estimates  of  course  are  estimated  on  experience  and  observa- 
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tion  and  inatheinatics.  I  think  we  hold  no  brief  for  their  accuracy, 
but  we  believe  that  if  one-half  of  the  supposedly  employable  workers 
or  at  the  most  CO  percent  of  the  employable  workers  are  absorbed 
in  a  works  proj^ram,  we  will  be  doing  remarkably  well. 

Senator  Costigan.  Can  you  state  that  conclusion  in  figures,  ap- 
proximately ? 

Miss.  Kahn.  I  am  afraid  I  cannot. 

Senator  Costigan.  How  many  employed  employables  do  you  have 
reason  to  suppose  there  are  in  the  United  States  at  this  time? 

Miss  Kahn.  I  think  the  only  figures  we  have  are  those  which  have 
been  provided  by  the  F.  E.  R.  A.,  and  I  think  their  estimate  for  the 
work  program  is  something  like  3,500,000,  is  it  not? 

Senator  Costigan.  Is  it  your  suggestion  that  only  approximately 
half  or  slightly  more  than  half  of  that  number  can  probably  be  ab- 
sorbed under  the  Public  Works  program  now  being  considered  ? 

Miss  Kahn.  Of  course,  that  is  a  conservative  estimate ;  but  I  would 
like  to  call  attention  to  one  more  fact,  Senator,  and  that  is — people 
will  deny  this  on  the  ground  that  we  employed  considerably  more 
than  that  during  C.  W.  A.,  but  the  C.  W.  A.  was  a  short- time  pro- 
gram. This  other  program  is  contemplated  as  a  long-time  program, 
not  a  lot  of  short  projects  that  would  use  a  considerable  number  of 
persons  over  a  period  of  a  few  weeks  and  then  fold  up;  and  if  we 
are  going  to  undertake  to  guarantee  long-time  employment  to  a 
group  of  people  on  any  projects  such  as  those  that  have  been  de- 
signed, we  feel  that  it  is  most  unlikely  that  a  larger  number  than  that 
will  be  employed  even  with  all  the  ingenuity  that  we  have. 

Senator  Costigan.  With  respect  to  another  part  of  the  announced 
program,  have  you  reached  a  conclusion  as  to  the  ability  of  the  sev- 
eral States  to  take  care  of  the  unemployables  who  may  be  turned 
back  ( 

Miss  Kahn.  That  was  the  next  point  I  was  getting  to.  Senator 
Costigan. 

Senator  Byrd.  Before  you  leave  that;  I  understood  there  were 
10  million  unemployed  at  this  time.     Miss  Perkins  testified  to  that. 

Miss  Kahn.  I  was  only  confining  my  figures  to  the  employables 
on  relief. 

Senator  Byrd.  In  other  words,  so  far  as  millions  that  are  now  on 
relief,  three  and  a  half  million  of  them  are  employables. 

Miss  Kahn.  These  are  the  F.  E.  R.  A.  estimates. 

Senator  Byrd.  You  think  half  of  those  can  be  provided  for  in  this 
program  ? 

^liss  Kahn.  In  a  long-time  work  program ;  yes,  sir.  That,  by  the 
way,  is  my  personal  estimate.  I  do  not  want  to  charge  it  to  my 
association. 

Senator  Byrd.  I  think  it  is  a  very  conservative  one. 

Senator  Costigan.  You  are  especially  qualified  to  make  it. 

Miss  Kahn.  Of  course,  we  have  had  a  little  experience  with  this 
business  of  trying  to  find  people  who  are  able  to  do  the  particular 
jobs  that  we  want  them  to  do,  and  we  are  thinking  again  of  real  jobs 
that  really  represent  constructive  work. 

With  i-eference  to  this  point  of  the  State's  cajjacity  to  absorb  the 
tnu'iuployables  or  the  balance  of  this  load  that  does  not  fall  into  the 
works  program  or  is  not  absorbed  by  the  works  program,  our  belief, 
of  course,  is  tliat  tliis  ivlief  business  will  not  liquidate  itself,  that  it 
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will  only  be  liquidated  as  the  other  parts  of  the  security  program 
absorb  the  people  who  are  now  on  relief,  through  the  security  pro- 
gram of  private  employment.  I  think  perhaps  we  are  a  little  likely 
to  forget  that  private  employment  exists,  but  only  as  private  em- 
ployment and  the  various  parts  of  the  security  progi'am  absorbs 
these  persons  will  they  come  off  of  relief,  and  if  you  consider  the 
capacity  of  our  States  to  absorb  this  group,  I  think  we  have  to 
recognize  that  our  States  now  doing  certain  jobs  in  this  field  that 
they  have  done  for  generations,  that  we  have  a  system  of  poor  laws 
in  this  country  that  we  have  recognized  for  a  long  time  as  unsuitable 
to  our  standards  and  that  perhaps  the  greatest  thing  that  has  been 
done  about  the  worker  by  the  Federal  Emergency  Relief  Adminis- 
tration is  that  it  has  for  the  first  time  given  assistance  to  a  group 
of  people  who  were  in  trouble  through  no  fault  of  their  own,  on  a 
standard  inadequate  as  it  was,  that  was  way  over  and  above  any- 
thing that  we  have  known  in  our  State  poor  laws.  And  various 
legislatures  that  are  meeting  this  year  are  trying  to  consolidate  the 
gains  that  have  been  made  in  the  administration  of  relief  by  an 
improvement  in  those  poor  laws.  But  the  efforts  of  these  States,  we 
believe,  require  by  the  continued  encouragement  and  support  of 
the  Federal  Government,  and  it  is  our  belief  that  the  States  and 
local  government  with  few  exceptions  are  not  prepared  at  this  time 
to  assume  by  themselves  the  tremendous  extra  financial  burden 
w4iich  would  be  required  in  the  30  percent  of  the  present  number 
of  families  on  relief  rolls  were  shifted  to  their  care. 

State  and  local  governments,  to  prepare  themselves  to  provide  for 
the  means  of  those  left  to  their  care,  face  great  obstacles  in  reorganiz- 
ing poor  relief  systems,  providing  unified  welfare  departments,  and 
satisfactory  assistance  programs,  and  progress  along  this  line  could 
be  excepted  only  by  continuous  aid  from  the  Federal  Government. 

If,  as  is  feared,  the  number  not  absorbed  by  a  work  program  should 
constitute  half  the  present  number  of  families,  the  problem  of  the 
States  would  be  correspondingly  worse. 

It  is  also  likely  that  the  total  number  of  families  would  be  more 
than  the  estimated  6,000,000,  particularly  in  view  of  the  announce- 
ment that  relief  clients  only  will  be  eligible  to  the  work  program. 
This  refers  to  the  fact  that  most  of  us  believe  that  this  limitation  is 
dragging  more  and  more  families  to  the  relief  rolls. 

Consideration  should  be  given  to  the  extent  to  which  States  are 
already  providing  welfare  services  not  included  in  Federal  figures. 
Complete  estimates  of  costs  are  lacking  but  might  be  conservatively 
estimated  at  $300,000,000  annually.  These  include  State  provisions 
for  old  age,  dependent  children,  blind  pensions,  almshouses,  poor 
relief,  institutions  for  care  of  insane,  feeble-minded,  and  son  on. 

If  from  30  to  50  percent  of  the  present  cost  of  relief  estimated  at 
the  rate  of  approximately  $2,000,000,000  a  year  were  to  be  accepted 
by  the  States,  it  would  mean  an  annual  obligation  of  $600,000,000  to 
$1,000,000,000  in  addition  to  the  $300,000,000  mentioned  above.  If 
such  a  situation  were  forced  on  the  States  and  local  governments,  it 
is  doubtful  whether  it  would  be  possible  to  expect  any  improvement 
over  the  situation  which  led  in  1933  to  a  Federal  relief  policy,  which 
led  some  of  us,  as  Senator  Costigan  has  indicated,  to  come  down 
here  and  plead  for  the  organization  of  decent,  adequate  care  for 
the  people  that  we  knew  were  in  need. 
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No  doubt  some  of  the  States  would  be  able  to  pay  a  proportionate- 
share  from  local  and  State  taxes;  but  other  States  and  local  govern- 
ments would  be  unable  to  do  so.  The  extent  of  need  is  now  vastly 
greater  than  at  any  time  during  which  the  practice  of  State  and  local 
responsibility  for  relief  developed. 

State  and' local  relief-  programs  combined  have  never  undertaken 
the  continuing  obligation  for  any  such  number  of  families  as  it  has 
been  i)ropose(l  to  return  to  their  care.  The  depression  itself,  aside 
from  the  unemployment  which  it  caused,  has  reduced  the  natural  re- 
sources of  great  numbers  of  families  in  all  classifications  of  need.  If, 
as  has  been  suggested,  the  State  and  local  governments  should  be 
asked  to  assume  the  care  of  1,500,000  families,  even  though  grants-in- 
aid  should  be  provided  to  the  extent  of  approximately  $100,000,000, 
the  States'  burden  would  be  from  three  to  four  times  as  great  as  those 
governmental  units  have  ever  been  required  to  care  for  prior  to  the 
recent  time. 

Xow,  in  further  support  of  our  belief  in  the  inability  of  the  States 
to  assume  this  burden  immediately,  or  in  the  near  future,  Ave  would 
like  to  refer  to  some  figures  that  appear  in  the  publication  of  the 
Brookings  Institution  by  Mr.  Warburton,  entitled,  "America's  ca- 
pacity to  consume  ",  which  gives  indexes  of  the  State  welfare  and. 
income,  and  shows,  among  other  things — and  I  will  not  go  into  great 
detail  about  this — there  are  18  States  in  this  country  where  the  per 
capita  income  in  1929  was  under  $500.  One  of  those  States  had  a 
per  capita  income  of  $237. 

Senator  Costigan.  You  refer  to  the  per  capita  income  of  the  em- 
ployees ? 

Miss  Kahn.  No;  the  jDer  capita  income  of  wealth  in  the  States,, 
which  indicates  something  in  relation  to  the  current  resources  of  the 
States. 

Now  I  think  there  are  a  number  of  other  points  that  might  be 
made  with  reference  to  the  nature  of  these  vast  resources;  tliat  is,, 
the  extent  to  which  funds  for  the  care  of  these  groups  that  are 
returned  to  the  States  must  be  secured  through  equitable  tax  meas- 
ures: and  that  is.  without  placing  the  burdens  further  on  the  very 
people  who  bear  them  now. 

The  State  I  come  from,  for  instance,  happens  to  be  a  State  wdiich, 
at  the  moment,  does  not  have  a  State  income  tax;  and  in  order  to 
assume  this  burden  all  sorts  of  taxes  would  have  to  be  resorted  to, 
which  would  further  burden  real  estate  and  the  small  merchant  and 
the  very  group  of  people  who  are  now  burdened  wdth  other  seemingly 
inequitable  taxes.  The  Federal  Government  is,  of  course,  at  the 
moment,  the  only  resource  that  can  be  used  in  an  equitable  tax 
program  that  can  equalize  the  inequalities  of  income  and  resources 
throughout  the  States. 

Senator  Costigan.  Miss  Kahn,  what  is  the  relation  between  the 
conclusions  you  have  stated  and  the  bill  before  the  committee? 

Miss  Kaiix.  I  was  just  coming  to  that.  Senator.  These  things 
that  I  have  said  lead  us  to  the  conclusion  that  the  titles  I  and  II, 
with  which  we  are  chiefly  concerned  in  the  bill,  do  not  adequately 
cover  the  group  that  the  bill,  in  its  purposes,  intends  to  cover.  We 
welcome  this  purpose  of  the  bill  to  alleviate  the  hazards  of  old  age, 
unemployment,  illness,  and  dependency;  and  we  believe  that  these 
titles,  while  they  set  great  mileposts  in  our  forward  movement  toward 
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economic  security  and  care  for  the  people  of  our  country  who  require 
it,  leave  literally  thousands  of  persons,  as  I  think  the  previous  wit- 
ness said,  "  falling  between  the  slats." 

There  are,  of  course,  provisions  for  the  aged.  There  are  the 
provisions  in  title  II  for  the  broken  families,  where  there  is  no  wage 
earner ;  but  I  want  to  call  j^our  attention  there  to  another  figure  of 
the  F.  E.  R.  A.,  which  shows  that  only  3  percent  of  all  the  families 
under  their  care  are  broken  families,  and  those  include  not  only  the 
families  where  there  is  only  a  mother  and  dependent  children  but 
also  those  families  where  there  is  only  a  father  and  dependent  chil- 
dren. So  it  is  a  very  liberal  estimate  of  the  number  of  broken  fami- 
lies that  might  be  considered  under  this  title  of  the  act. 

We  believe  that  the  social  hazards  referred  to  in  this  bill,  ag- 
gravated by  the  depression,  affect  families  in  a  variety  of  ways, 
and  that  unified  programs  of  general  assistance  are  required  to 
provide  for  the  needs  of  great  numbers  of  families  who  do  not  fall 
in  the  particular  classifications  or  categories  like  those  mentioned  in 
titles  I  and  II  of  the  bill.  These  family  situations,  however,  repre- 
sent individual  problems  and  are  in  constant  change.  Measures  for 
dealing  with  them  must,  therefore,  be  unified  and  must  be  general 
enough  so  each  person  is  not  shifted  from  one  jurisdiction  to  another 
when  a  change  of  category  occurs. 

As  an  illustration  I  would  point  out  the  families  who  are  now 
finding  that  the  assistance  already  afforded  them  under  State  legis- 
lation for  mothers'  assistance,  for  instance,  are  being  shifted,  in  many 
instances,  to  the  emergency-relief  load,  because  the  children  who 
were  formerly  depended  upon  to  supplement  the  State  grant  for 
mothers'  aid  are  now  unemployed. 

Except  for  the  self-defining  problem  of  old  age,  families  and 
individuals  needing  assistance  are  not  permanently  indigent  or  un- 
employable. Through  application  of  rehabilitation  methods,  a  pro- 
gram of  public  welfare  could  help  them  overcome  the  disasters  which 
the  depression  has  meant  for  them.  The  need  for  broad  and  gen- 
eral provision  is  shown  by  the  fact  that  under  mothers'-aid  pro- 
grams many  more  families  and  children  are  dependent  on  poor  relief 
than  are  admitted  to  the  preferable  treatment  given  by  the  special 
program.  I  would  like  to  further  emphasize  that  point,  because  in 
State  after  State  where  such  provisions  for  old  age,  or  mothers' 
aid,  or  blind  pensions,  or  other  forms  of  categorical  relief,  as  we 
<iall  them,  have  already  been  set  up,  we  find  that  only  a  small 
number  of  persons  logically  fall  in  those  categorical  reliefs,  and 
somebody  has  to  take  care  of  all  of  the  rest.  At  the  present  time  it 
seems  to  be  the  Federal  Emergency  Relief  Administration  that  is 
caring  for  all  the  rest. 

In  our  own  community  there  are  more  widows  with  dependent 
children  being  cared  for  by  the  Relief  Administration  than  by  the 
State  mothers'-assistance  fund.  The  same  is  true  of  the  blind,  the 
same  is  true  of  the  aged,  and  the  same  is  true  of  almost  any  other 
group  of  persons  who  can  easily  be  defined  and  set  off,  if  you  happen 
to  have  a  very  simple,  uncomplicated  case.  Some  of  us  occasionally. 
Senator,  do  not  know  what  to  do  when  we  get  hold  of  a  blind, 
unemployed  veteran.  There  are  so  many  different  administrations 
in  which  his  relief  might  fall. 
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So  we  believe  that  this  jrroup  of  all  of  the  rest  of  persons  who  do 
not  fall  in  the  two  simple  catet^ories.  who  are  not  absorbed  by  the 
works  program,  must  be  provided  likewise  with  some  public  assist- 
ance of  a  self-respecting  character. 

We  believe  that  grants-in-aid  from  the  Federal  Government  to 
the  States  and  to  the  local  governments  should  be  general,  so  that 
attention  will  not  be  given  to  any  one  special  category  at  the  expense 
of  others.  In  addition  to  other  financial  pressure,  a  State  is  re- 
quired to  support  dependent  children,  let  us  say,  in  one  type  of 
family.  It  is  less  likely  to  be  able  to  deal  with  equally  meritorious 
situations  that  do  not  happen  to  fall  in  that  part'cular  class. 

Finally,  we  believe  that  all  of  these  things  that  are  in  this  present 
bill,  and  these  others  who  are  not  specifically  included  in  this  bill, 
should  be  provided  for  through  an  economical,  unified.  Federal  ad- 
ministration; not  in  the  sense  that  it  had  a  jurisdiction  but  that  it 
is  a  unifying,  coordinating  agency  in  the  Federal  Government. 

These  first  two  titles  of  the  act  are  lodged  in  the  Federal  Emer- 
gency Relief  Administration — which  I  understand  goes  out  of  exist- 
ence before  the  act  becomes  effective,  if  it  is  passed — and  other  titles 
of  the  bill  are  lodged  elsewhere ;  and  so  far  as  we  can  observe,  in 
our  practical  experience,  these  are  all  the  same  people  and  should 
not  be  provided  for  specially. 

We  feel  that  this  could  be  done  by  changing  the  provisions  of 
titles  I  and  II  of  the  security  bill  so  that  assistance  on  the  same  basis, 
extended  to  other  families  in  need,  would  be  given  the  same  kind 
of  Federal  aid.  By  close  coordination  with  the  "  tapering  off " 
of  the  present  relief  program,  the  change  to  a  cooperative  Fed- 
eral, State,  and  local  program  could  take  place  in  an  orderl)^  fashion, 
with  the  emergency  activities  relaxing  as  State  and  local  measures 
got  under  way. 

It  is  our  fundamental  belief  that  the  worst  feature  of  our  present 
relief  program  is  the  fact  that  it  is  needed ;  next,  that  it  should  be 
inadequate,  uncertain,  and  humiliating.  With  a  works  program  pro- 
viding jobs  wherever  possible,  and  Federal  encouragement  to  States, 
it  would  be  possible  to  build  a  Federal,  State,  and  local  assistance 
program  which  would  reconcile  the  problem  of  the  relief  programs 
of  the  past.  It  would  provide  the  basic  means  for  those  for  whom 
other  means  were  not  available  and  would  further  assist  each  one 
of  the  family  situations  in  its  individual  set  of  circumstances  to 
remove  itself  from  the  general  category  of  need.  It  would  therefore 
avoid  the  gi'eatest  evil  of  a  continuing  relief  system,  namely,  the 
segregation  of  a  portion  of  the  population  living  permanently  from 
public  relief.  It  would  also  break  down  the  concept  of  pauper 
relief  and  of  destitution  as  the  basis  for  Government  aid  which 
characterized  the  relief  programs  in  the  past. 

In  further  support  of  this  point  I  would  like  to  quote  from  the 
rejiort  of  the  Committee  on  Economic  Security,  in  reference  to 
administration : 

Tho  Federal  Goveniniont  lias  loiifr  li;id  importiint  functions  in  relation  to 
social  welfare.  In  the  dopressiou  these  notivitios  have  grown  apace,  particu- 
larly in  connection  with  relief.  For  some  time  the  Government  has  had  the 
major  responsihility  for  the  assistance  to  above  one-sixth  of  the  entire  i>opnla- 
tion  of  the  country.  Ilrreafter,  tho  Fedornl  Government  will  still  have  large 
and  continuing  responsibility  for  many  parts  of  the  heretofore  undifferentiated 
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relief  problem,  and  some  of  our  recommemlations   contemplate  expansion   in 
Federal  social-welfare  activities. 

The  imiiortanee  which  the  social-welfare  activities  of  the  Federal  Govern- 
ment have  assumed  is  such  that  they  sliould  clearly  all  be  administratively 
coordinated  and  related.  The  detailed  working  out  of  such  coordination  does 
not  fall  within  the  scope  of  this  committee,  but  we  deem  it  important  to  direct 
attention  to  the  desirability  of  early  action  in  this  matter. 

It  is  our  belief  that  action  in  this  matter  should  be  included  in 
the  consideration  of  this  bill,  in  order  that  we  may  have  a  single, 
unified  Federal  agenc}^  which  will  be  coordinated  with  the  unified 
State  agencies  required  in  the  bill,  in  order  to  give  us  the  most 
effective  administration  of  these  provisions  and  any  others  that  may 
be  added. 

One  of  the  most  difficult  problems  for  the  States  and  local  gov- 
ernments to  deal  with  is  that  of  the  transient  and  homeless  persons 
and  families.  In  the  past,  relief  funds  came  almost  wholly  from 
local  taxes.  The  needs  of  persons  from  other  communities  were 
therefore  disregarded,  and  the  transient  and  homeless  person  or 
fam'Iy  was  kept  on  the  move  from  place  to  place.  J^J  the  use  of 
Federal  funds,  it  has  been  possible  to  provide  measures  to  deal  with 
this  problem,  and  only  through  regular  participation  of  the  Fed- 
eral Government  is  it  likely  that  continuing  provision  will  be  made. 
It  may  properly  be  assumed  that  a  Government  work  program  may 
be  the  means  oi  giving  employment  to  large  ntimbers  of  transients, 
but  not  all  of  these  persons  could  be  regularly  put  to  work  because 
of  age,  health,  and  other  handicaps. 

Continued  Federal  aid  to  States  for  the  purpose  of  helping  the 
States  to  provide  care  for  persons  in  need  could  be  most  appro- 
priately given  by  grants-in-aid  for  general  assistance  programs  of 
State  and  local  governments,  administered  through  a  permanent 
bureau  or  department  of  the  Federal  Government,  combining  eco- 
nomically the  administration  of  special  grants-in-aid  for  particular 
classes  of  need,  and  providing  a  means  through  which  collateral 
services  of  the  Federal  Government  could  cooperate  most  effectively 
in  strengthening  the  Federal,  State,  and  local  programs  to  care  for 
those  in  need. 

The  program  of  the  Federal  bureau  should  be  broad  enough  to 
include  the  following : 

(a)  Old-age  assistance  grants-in-aid  as  provided  in  the  security 
bill  (S.  1130). 

(b)  Families  and  dependent  children  without  breadwinners  able 
to  be  employed  in  public  or  private  employment.  This  would  include 
the  provision  that  is  made  for  some  of  these  families  under  title  II 
of  the  security  bill  (S.  1130). 

(c)  Families  whose  wage  earners,  because  of  long  periods  of  unem- 
ployment, have  incurred  disabilities  due  to  physical  disorders  and 
mental  strain. 

(d)  Those  able  to  work  but  because  of  industrial  dislocation  or 
for  other  causes  cannot  be  fitted  into  employment  programs. 

(e)  Transient  and  homeless  families  and  individuals  who  cannot 
be  employed  on  a  work  program. 

(/)  The  families,  such  as  those  now  on  relief  rolls,  who  are  on 
part-time  nonrelief  jobs  but  whose  wages  would  need  to  be  supple- 
mented. 


652  ECONOMIC    SECURITY    ACT 

{(/)  Families  and  individimls  in  villages  and  semirural  areas  not 
accepted  for  rural  rehabilitation  and  for  whom  no  work  program  is 
available. 

The  county  or  regional  assistance  office  would  be  the  point  of  local 
administration  served  by  a  State  public  welfare  department.  Such 
a  department  would  in  turn  be  served  by  the  Federal  bureau. 

Particular  services  to  be  performed  might  be  the  basis  for  divisions 
within  the  bureau,  as  follows: 

(a)  Division  on  family  and  child  welfare:  Through  a  field  staff, 
this  division  would  serve  as  the  connecting  link  between  Federal  and 
State  programs. 

(b)  Division  of  accounting,  statistics,  and  research.  This  divi- 
sion would  be  responsible  for  providing  national  reports  on  the 
amount  of  assistance  under  various  Federal  appropriations,  and 
responsible  for  collecting  such  data  as  was  necessary  for  determin- 
ing the  amounts  of  grants-in-aid  to  the  several  States.  The  divi- 
sion would  also  be  expected  to  develop  a  system  of  statistics  con- 
cerning the  extent  of  the  problems  and  the  functioning  of  the  local, 
State,  and  national  measures  under  which  the  various  governments 
operated. 

((?)  Division  on  personnel  and  training:  The  character  of  public- 
assistance  program  would  depend  to  a  great  extent  upon  the  kind 
of  persons  employed' to  deal  with  those  who  were  in  need  of  assist- 
ance and  with  the  administrators  of  the  programs.  In  order  that 
the  personnel  could  be  kept  free  from  partisan  politics  and  could  be 
selected  on  a  basis  of  qualifications  which  would  assure  the  local  ad- 
ministration being  at  the  level  of  Federal  standards,  the  division  on 
personnel  and  training  should  be  available  to  maintain  standards 
of  personnel  selection  and  assist  in  the  professional  education  of  per- 
sons who  would  become  eligible  for  positions  in  the  assistance  pro- 
gram. In  view  of  the  cooperative  nature  of  the  relationship  between 
the  Federal,  State,  and  local  programs,  it  is  urged  that  the  Fed- 
eral Civil  Service  Commission  be  authorized  to  set  the  standards  for 
the  State  and  local  merit  selection  of  personnel. 

The  field  staff  of  the  Federal  bureau  would  represent  special  pro- 
visions made  by  the  Federal  Government  for  any  special  categories 
of  need,  such  as,  old  age,  dependent  children,  and  so  forth,  in  rela- 
tion to  the  State  departments.  The  Federal  bureau  would  be 
equipped  with  such  specialists  in  the  various  kinds  of  public  assist- 
ance as  would  be  necessary  and  these  specialists  would  work  with 
the  States  through  the  general  field  staff.  The  operation  of  the 
bureau  would  be  under  a  chief  and  an  assistant  chief  in  general 
charge  of  the  various  divisions  and  functions  of  the  bureau. 

The  bureau  should  have,  in  addition  to  the  authority  to  require 
certain  standards  regarding  personnel  to  be  employed  by  State  and 
local  governments,  authority  also  to  establish  standards  regarding 
adequacy  of  assistance  and  e,stablish  certain  minimum  policies  re- 
gai'ding  the  functions  of  the  Federal,  State,  and  local  assistance 
programs.  In  addition  to  its  authority  to  allocate  grants-in-aid 
fi-om  the  Federal  (Jovei-nment  to  the  States,  some  provision  for 
equalization  should  be  included  in  its  authorization  in  view  of  the 
varying  dcgi-i^'s  of  need  in  the  several  States  and  the  varying  ca- 
pacities (d'  tlie  States  to  meet  these  needs. 

Senator  Kin(;.  Mr.  Sherwood  Reeder. 
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STATEMENT  OF  SHERWOOD  REEDER,  WASHINGTON,  D.  C,  ASSIST- 
ANT DIRECTOR,  UNITED  STATES  CONFERENCE  OF  MAYORS, 
AND  OF  THE  AMERICAN  MUNICIPAL  ASSOCIATION 

Mr.  Reeder.  My  name  is  Sherwood  Reeder,  representing  the 
United  States  Conference  of  Mayors  and  the  American  Municipal 
Association.  I  am  speaking  particularly  for  the  executive  committee 
of  the  United  States  Conference  of  Mayors  consisting  of  Mayors 
Hoan,  of  Milwaukee;  LaGuardia,  of  New  York  City;  Rossi,  of  San 
Francisco;  Mansfield,  of  Boston;  Jackson,  of  Baltimore;  Holcombe, 
of  Houston;  and  Overton,  of  Memphis.  I  am  also  appearing  on 
behalf  of  the  committee  on  Federal  policy  of  the  American  Munici- 
pal Association,  which  committee  is  authorized  to  express  its  view- 
points on  behalf  of  32  State  leagues  of  municipalities  throughout 
the  country. 

I  shall  sj)eak  briefly  and  solely  with  reference  to  one  minor  matter 
with  the  purpose  of  asking  the  committee  to  make  specific  what  the 
President's  Committee  on  Economic  Security  and  the  drafters  of  this 
measure  undoubtedly  intended  to  be  specific,  but  which,  as  now 
drafted,  is  general  in  phraseology  and  could  possibly  lead  to  con- 
fusion. 

We  ask  the  committee  to  insert  the  word  "  government "  after 
the  word  "  State  "  in  line  6,  page  3  of  the  Senate  bill.  This  is  sub- 
section (a)  of  section  4  of  title  I — the  title  having  to  do  with  old-age 
assistance. 

Senator  King.  Insert  what  word? 

Mr.  Reeder.  Insert  the  word  ''  government ""  after  the  word 
"State." 

Senator  King.  '"'  Financial  participation  by  the  State  govern- 
ment"? 

Mr.  Reeder.  Yes,  sir;  I  am  going  to  explain  what  we  mean  by 
that.  Through  informal  conferences  with  members  of  the  research 
staff  of  the  President's  Committee  on  Economic  Security,  we  under- 
stand that  the  intent  of  the  old-age-assistance  plan  is  for  substantial 
financial  contributions  by  the  State  governments.  However,  as  now 
drafted,  this  is  not  specifically  stated,  and  we  feel,  on  the  basis  of 
past  experience,  that  to  insure  fair  and  just  financial  participation 
by  the  States,  the  word  "  government "  should  be  inserted.  If  this 
is  not  done,  there  is  the  possibility  of  States  shifting  the  whole  State 
financial  burden  to  the  local  governments.  This  is  exactly  what 
has  been  done  under  the  Federal  Relief  Act  which  is  similarly 
worded.  In  Massachusetts,  for  example,  the  State  has  for  the  past 
3  years  shifted  the  whole  relief  burden  to  cities,  with  the  result  that 
only  Federal  and  city  funds  are  being  used  to  meet  the  relief  needs 
of  that  jurisdiction. 

Senator  King.  Mr.  Reeder,  do  you  not  think  the  States  are  better 
able  to  determine  the  wishes  of  the  people  within  the  States  than  we 
are?  You  are  challenging  the  competency  of  the  States  to  govern 
themselves  with  respect  to  a  matter  which  pertains  to  the  entire 
State, 

Mr.  Reeder.  Senator,  as  we  understand  the  intention  of  the  com- 
mittee which  originally  worked  on  this  bill  and  made  the  study  for 
the  President,  as  well  as  those  persons  who  drafted  the  relief  bill 
some  nwnths  ago,  it  was  their  intention  that  the  State  governments, 
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as  units,  should  make  the  contributions  and  not  the  local  govern- 
ments, and  the  reason  for  their  attitude,  I  think,  and  the  reason  for 
our  attitude,  is  the  point  which  I  am  just  about  the  make,  that  the 
only  source,  or  the  principal  source  of  revenue  to  local  government, 
is  revenue  from  property  taxes.  Many  of  us  feel,  and  some  groups 
feel  very  strongly,  that  property  has  carried  too  much  of  the  burden. 
Now  a  State,  as  well  as  the  Federal  Government,  has  many  other 
sources  of  revenue,  A  State  may  levy  an  income  tax,  it  may  levy  a 
sales  tax,  a  gasoline  tax,  and  it  has  other  sources  of  revenue  which 
would  be  very  detrimental  for  a  local  community  to  levy. 

This  provision  in  the  bill  says  that  a  substantial  contribution  shall 
be  made  by  the  State.  We  liave  seen  in  the  relief  situation,  in 
Massachusetts  as  one  extreme  example,  not  a  cent  of  contribution 
Avas  made  by  the  State  government,  and  the  local  communities  had  to 
carry  it  all. 

Senator  Byrd.  Where  is  that? 

Mr.  Reeder.  On  page  3,  line  6.  If  this  is  injected  in  the  bill  it 
does  not  mean  the  local  governments  cannot  still  be  called  on  by  the 
State  to  make  the  contribution,  but  the  State  government,  as  such, 
must  make  a  definite  contribuion. 

Senator  King.  Proceed. 

Mr.  Reeder.  We  are  anxious  not  to  leave  any  loopholes  which, 
either  through  too  general  phraseology,  or  discretionary  action  by 
Federal  authorities,  States  may  be  enabled  to  "  pass  the  buck  "  to 
those  units  of  government  which  are  dependent  almost  entirely  upon 
revenues  from  the  general  property  tax. 

I  feel  sure  that  in  view  of  the  apparent  intent  of  the  plan,  the 
Economic  Security  Committee  woulcl  support  this  minor  change. 

I  thank  you. 

Senator  King.  Thank  you  very  much.  Mr.  Forster,  come  for- 
ward, please. 

STATEMENT  OF  H.  WAITER  FORSTER.  LIFE  INSURANCE  PENSION 
DIVISION  OF  TOWERS,  PERRIN,  FORSTER  &  CROSBY,  INC., 
PHILADELPHIA,  PA. 

Mr.  Forster.  My  name  is  H.  Walter  Forster.  I  am  vice  president 
of  Towers,  Perrin.  Forster  &  Crosby,  Inc.,  of  Philadelphia,  and  in 
charge  of  the  ]iension  consulting  division  of  that  corporation. 

Since  1906  I  have  devoted  most  of  my  time  to  consulting  work  for 
important  operations,  dealing  with  employer-employee  relationship, 
and  from  1917  on  an  increasing  scale,  supported  by  a  large  staff,  I 
liave  devoted  mj^self  to  the  problem  of  pensions  for  such  employees. 

During  the  past  few  months,  when  this  legislation  was  pending, 
our  clients,  and  many  other  corporations,  have  uniformly  raised  the 
question  as  to  whether  the  bill  wliich  would  be  passed  might  not 
properly  have  a  provision  in  it  under  which  a  pension  plan  already 
in  force  and  proj^erly  financed,  and  more  liberal  as  to  benefits,  miglit 
be  continued,  or  that  in  the  future  more  liberal  and  properly  financed 
pension  plans  might  be  established.  That  is  a  reasonable  request,  in 
my  judgment,  and  it  is  one  which  George  A.  Hawkins  of  Phila- 
delphia presented  recently  before  you  in  behalf  of  certain  churches, 
and  Mr.  Marion  B.  Folsom  of  the  Eastman  Kodak  Co.  also  sug- 
gested to  you.     I  liad  the  pleasure  of  being  the  consultant  to  the 
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Eastman  Kodak  Co.  on  that  plan,  in  behalf  of  one  of  the  life  insur- 
ance companies.  I  prepared  a  brief,  Mr.  Chairman,  which  covers 
the  point,  and  we  suggested  alternative  amendments,  one  rather 
detailed  and  one  very  simple.  If  you  will  grant  me  a  very  few 
minutes  I  will  try  to  give  the  gist  of  the  argument. 

Senator  King.  Is  your  brief  printed? 

Mr.  FoKSTER.  I  have  one  copy  with  me. 

Senator  King.  I  wish  you  would  leave  a  few  copies  with  the  clerk 
of  the  committee. 

Mr.  FoRSTEE.  I  have  four  or  five  other  copies  which  I  shall  be  glad 
to  leave  with  you. 

Mr.  Folsom  yesterday,  in  answer  to  a  question,  stated  there  are 
some  400  industrial  plants  in  America  who  have  an  industrial  insur- 
ance plan,  and  when  you  add  the  charity  and  financial  institutions 
you  have  600  such  plans,  employing  two  or  three  million  people. 

Senator  King.  I  think  it  was  300  plants. 

Mr.  FoRSTEE.  Approximately  that  many  are  behind  it.  The  re- 
serves are  set  out  irrevocably  with  insurance  companies,  totaling  at 
least  $700,000,000.  In  other  words,  American  business  has  money 
behind  this  relief  in  pensions.  It  seems  reasonable  that  you  should 
not,  as  representatives  of  the  welfare  of  the  Nation,  cut  down  the 
prospective  benefits  of  employees  wdio  are  fortunate  enough  now  to  be 
under  these  plans,  or  who  hereafter  come  under  plans  of  that  char- 
acter, providing  the  benefits  in  all  cases  are  equal  or  better  and  the 
reserves  are  set  up  in  a  manner  approved  by  the  Social  Insurance 
Board.  There  is  no  talk  for  the  moment  that  there  should  be  any 
lowering  in  the  minimum  standard  which  you  have  set.  Incident- 
ally, gentlemen,  the  fact  that  there  are  today  these  plans  in  force 
is  excellent  evidence  of  the  general  propriety  of  extending  the  idea 
of  pensions  for  people  gainfully  employed. 

Senator  King.  Do  you  think  if  this  plan  which  is  now  under  con- 
sideration by  this  committee  should  go  through,  it  would  have  a 
detrimental  or  injurious  effect  upon  these  four-hundred-odd  organi- 
zations or  the  provisions  which  have  been  made  for  pensions  ? 

Mr.  FoESTEE.  That  is  a  very  pertinent  question.  Senator,  and  I 
should  say  that  in  a  good  number  of  cases  where  employers  had  seen 
fit  to  build  up  the  first-class  plan;  or,  if  they  had  to  take  the  em- 
ployees out  of  that  and  put  them  in  the  Federal  plan,  might  very 
logically  say,  "  Well,  we  do  not  care  very  much  more  about  the  plans. 
If  we  cannot  go  with  the  first  class,  admittedly  safeguarded  propo- 
sition, w^hy  go  ahead  with  the  plan  at  all  ?  "  Your  standard  is  a 
minimum  standard.  You  want  to  do  everything  you  can  to  encour- 
age citizens  having  pensions. 

Senator  King.  Are  you  going  to  submit  to  us  a  proposition  so  that 
we  might,  in  legislating,  continue  and  preserve  the  schemes  which 
have  been  made  by  these  organizations? 

Mr.  FoESTER.  Exactly  so. 

Senator  King,  And  at  the  same  time  go  forward  with  a  general 
plan  ? 

Mr.  FoESTER.  Our  clients  have,  speaking  largely,  no  objection  to  a 
Federal  pension  plan.  The  only  question  is,  do  not  destroy  or  tear 
down  or  minimize  what  already  has  been  established.  "We  have  an 
excellent  example,  gentlemen,  of  the  propriety  of  doing  that  in  the 
fact  that  this  bill  before  you  excludes  Federal  employees,  who  are 
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under  a  pension  plan.  Why  is  that?  I  thinl<:,  although  I  am  not 
in  the  confidence  of  the  men  who  drew  the  bill,  it  is  because  they 
have  a  plan  that  is  better  as  to  benefits,  and  the  money  behind  it. 
Incidentally,  those  employees  are  contributing  now,  and  have  for  8 
years,  3i/^  percent  of  their  pay  toward  the  pension  plan.  That  is 
far  more  than  projDosed  under  the  various  scales  that  have  come 
before  you. 

You  realize  that  the  problem  is  a  tremendously  difficult  one  and 
various  competent  men  have  stood  before  you  and  proposed  terms 
for  the  benefits,  the  contributions,  and  so  on.  Necessarily,  the  sys- 
tem is  an  experimental  one  and  it  is  going  to  take  years  before  this 
proposition  settles  down  to  what  might  be  termed  a  permanent  basis, 
as  it  is  in  England,  where  they  pay  a  pension  of  10  shillings  a  week ; 
nothing  as  liberal  as  here  proposed. 

Senator  King.  You  think  a  plan  could  be  provided  in  the  bill  by 
which  they  could  integrate  these  organizations  with  the  organiza- 
tions set  up  by  this  bill? 

Mr.  FoRSTER.  Absolutely.  The  only  two  provisions  you  would 
have  to  make  would  be,  first,  that  private  plans  of  that  character 
may  be  operated;  and,  second,  if  an  employee  who  elects  to  come 
under  such  a  private  plan  thereafter  leaves  his  employment,  there 
should  be  set  up  for  him  securities  similar  in  character  as  if  he 
stayed  as  a  Federal  employee  who  has  these  benefits. 

Senator  King.  How  can  we  interdict  the  States  from  imposing  like 
burdens,  through  property  taxation  or  otherwise,  upon  the  400  asso- 
ciations or  those  who  set  these  plans  up  ? 

Mr.  FoRSTER.  I  am  speaking.  Senator,  onl}^  of  titles  III  and  IV 
which  apply  to  the  contributory  old-age  annuity  plan,  which  is  a 
Federal  project  pure  and  simple.  There  is  no  proposal  in  the  plan 
that  the  States  shall  have  anything  to  do  with  it. 

Senator  King.  You  are  not  talking,  then,  of  the  old-age  pensions 
in  the  act? 

Mr.  FoRSTER.  Not  the  old-age  pensions  w^iich  are  gratuitous.  I 
am  talking  about  pensions  which  are  a  matter  of  right  of  workers 
to  fulfill  certain  requirements. 

Senator  Couzens.  Do  you  include  unemployment  insurance? 
Mr.  FoRSTER.  No,  sir;  I  am  speaking  strictly  of  titles  III  and  IV, 
which  is  pertinent  to  the  thing  I  have  before  me.  The  proposal  is 
that  the  social-insurance  board,  which  is  set  up  as  an  agency  to 
administer  this  plan,  shall  have  the  right  to  determine  that  plans 
which  employers  have  or  may  desire  to  inaugurate  are  actually 
equal  or  better,  and  that  the  financial  agenc}'  used,  which  presumably 
will  be  the  great  life-insurance  companies,  but  not  necessarily  so,, 
will  be  satisfactory  to  them ;  and  if  they  can  be  so  satisfied,  then  the 
employer  shall  be  permitted  to  operate  such  a  plan,  with  the  right 
of  supervision  and  revocation  of  that  right,  for  necessarily  the  Nation 
must  be  certain  that  no  citizen  is  not  treated  as  favorably  as  this  bill 
int<>nds  he  shall  be  treated. 
^  Senator  Couzens.  Did  you  have  anything  to  do  with  the  Eastman 
Kodak  set-up  of  the  unemployment  pension  plan? 

Mr.  FoRSTER.  Not  necessarily.  Mr.  Fols^un  is  outstandingly  able 
in  that  field.  He  is  one  of  the  few  men  who  have  had  experience 
and  one  of  the  few  men  who  appeared  before  you  who  have  had 
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actual  experience  with  pension  plans  for  a  great  many  years  and 
with  a  great  manj^  organizations,  just  as  I  have.  You  know  there 
are  about  300,000  employees  who  are  voluntarily  contributing  to 
these  plans. 

Senator  Couzens.  Where  are  the  funds  kept  in  tliat  case?  Are 
they  under  the  jurisdiction  of  the  corporation? 

Mr.  FoRSTER.  The  funds  are  always  set  up  under  the  corporation's 
control  and  are  kept  either  in  life-insurance  companies  or  by  the 
i  rustees. 

Senator  Couzens.  There  is  no  danger  of  having  the  funds 
dissipated  ? 

Mr.  FoRSTEE.  No,  sir.  I  know  of  200  or  more  cases  where  the 
employer  has  no  right  whatsoever  to  this  reserve  except  as  he  has 
to  pay  it  out  in  pensions  to  his  employees.  That  is  his  only  rate. 
He  cannot  recapture  the  fund.     In  practice  that  is  essential. 

Senator  Couzens.  Very  essential.  I  was  interested  in  where  the 
funds  are  kept  and  who  does  control  the  funds. 

Mr.  FoRSTER.  The  funds  are  kept,  to  a  large  extent,  in  life-insur- 
ance companies,  and  to  a  considerable  extent  by  corporate  trustees, 
and  in  some  cases  by  officers  of  corporations  acting  as  trustees  to 
whom  they  are  irrevocably  assigned. 

Senator  Couzens.  Is  there  any  limitation  of  the  investment  that 
those  funds  may  be  in? 

Mr.  FoRSTER.  The  life-insurance  companies  of  necessity  are  con- 
trolled by  law.  The  corporate  trustees  who  are  acting,  and  private 
individuals  acting  as  trustees,  generally  use  very  conservative  meth- 
ods of  investment,  because  we  have  a  long-time  obligation  here  wdiich 
will  mature  many  years  hence  for  most  employees,  and  it  requires 
a  conservative  investment. 

Senator  King.  You  may  proceed  with  your  talk,  Mr.  Forster. 

Mr.  Forster.  One  of  the  arguments,  Mr.  Chairman,  in  favor  of 
this  procedure  is  this :  You  have  had  much  testimony  before  you 
that  the  Treasurer  of  the  United  States  is  concerned  about  the  diffi- 
culty of  investing  large  amounts  of  money  in  Federal  securities.  To 
the  extent  to  which  present  plans  or  future  plans  can  find  safe 
avenues  of  investment,  through  life-insurance  companies  and 
trustees,  in  either  gilt-edged  securities  or  Federal  securities,  you  are 
helping  to  support  the  entire  social  insurance  program.  Every  dol- 
lar that  is  behind  this  thing  in  gilt-edged  investments  strengthens 
the  program. 

There  is  one  other  point,  Mr.  Chairman,  that  I  would  like  to  touch 
upon.  Yesterday,  one  of  you  gentlemen  asked  Mr.  Folsom  whether 
he  thought  it  was  desirable  for  the  Government  to  enter  inTo  the 
selling  of  individual  annuities  under  the  voluntary  annuity  provi- 
sion. Mr.  Folsom  said  he  presumed,  and  he  is  correct  in  that  respect, 
that  it  was  a  way  by  which  persons  who  could  save  only  small  sums 
of  money  might  set  it  aside  for  their  owm  old  age.  You  have,  of 
course,  under  the  Federal  Government  at  the  present  time,  the  Postal 
Savings  System,  and  you  have  the  new  baby-bond  plan  which  has 
been  approved.  So  there  are  adequate  means  to  save  money  for  any 
purpose  whatsoever.  They  could  turn  to  the  life-insurance  company, 
if  they  cared  to,  and  buy  annuities  for  $100  a  month  and  more.  It 
could  be  permissible  to  eliminate  the  voluntary  annuity  provision 

109780— 35— PT  8 S 


658  ECONOMIC    SECURITY    ACT 

under  the  bill,  because  its  general  use,  to  a  great  extent,  based  upon 
Canadiiin  experience  and  Italian  experience,  indicates  that  it  is  an 
unnecessary  provision  to  an  otherwise  fundamental,  desirable  i^ro- 
gram.  I  am  not  urging  that  upon  you,  but,  as  I  say,  there  are  fa- 
calities  for  accumulating  small  sums  of  money  with  Government  help 
at  the  present  time. 

Senator  King.  As  viewed  by  the  past,  if  any  authority  were  given 
to  agencies  of  the  Federal  Government,  it  is  assumed  that  a  large 
bureau  would  be  set  up,  with  tremendous  machinery  and  at  tremen- 
dous cost  at  the  inception  of  this  annuity  plan,  although  the  plan 
itself  Avould  assume  very  small  i)roportions  ? 

Mr.  FoRSTER.  That  is  a  possibility. 

Senator  King.  I  thing  it  is  a  certainty. 

Mr.  FoRsTER.  Perhaps  you  are  right,  sir.  I  do  not  know.  I  do 
know  that  in  Europe  the  administrative  forces  for  looking  after 
projects  of  this  character  are  astonishing  large.  That  is  an  element 
of  the  cost  which,  of  course,  has  to  fall  on  us  all,  because  in  the  aggre- 
gate we  citizens,  out  of  our  earnings,  have  to  produce  the  benefits. 

Senator  Couzexs.  Have  you  any  figures  showing  the  percentage  of 
cost  for  taking  care  of  these  funds? 

Mr.  FoRSTER.  Six  or  seven  life-insurance  companies,  with  whose 
figures  I  am  quite  familiar,  are  at  the  present  time  spending  about 
2  percent  of  income  in  the  way  of  pension  reserves  for  administration. 

Senator  Couzens.  Have  you  any  figures  as  to  what  it  costs  in 
these  private  enterprises  that  have  these  pension  funds  ? 

Mr.  FoRSTER.  In  those  cases,  sir,  it  is  usually  nothing  because  the 
officers  act  as  trustees  without  extra  compensation  and  the  clerical 
work  is  absorbed.  In  other  words,  the  administration  has  been  very 
moderate. 

Senator  King.  Is  that  true  of  all  of  the  400  ? 

Mr.  FoRSTER.  About  300 ;  yes ;  that  is  true.  The  funds  in  the  hands 
of  the  insurance  companies  are  all  operated  at  about  that  expense 
ratio.  If  a  corporation  is  retained  to  handle  the  money,  it  is  a  very 
moderate  amount  of  work,  simply  the  investment  and  safeguarding 
of  funds.  The  granting  of  pensions  is  done  by  the  management,  of 
course. 

Senator  King.  There  is  one  question  that  I  asked  a  few  moments 
ago  and  I  am  not  quite  satisfied  as  to  the  result  of  the  integration  of 
these  organizations  with  the  Federal  Government.  Take,  for  in- 
stance, the  question  of  the  old-age  pensions.  The  State  is  putting  up 
a  certain  amount  and  the  Federal  Government  is  matching  it.  Not- 
withstanding your  ])ension  plans,  and  assuming  that  the}'  are  con- 
tinued and  nothing  in  any  bill  that  we  may  pass  interferes  with  the 
continuity  of  those  organizations,  and  others  of  like  character  that 
may  be  formed,  would  not  those  corporations,  notwithstanding  they 
may  have  a  better  system  of  dealing  with  their  employees  than  that 
provided  by  the  State  and  Federal  Government,  be  compelled  to  pay 
under  the  old-age  pension  provision  of  $10,  $15,  or  $18  a  month  ? 

Mr.  FoRSTER.  Yes,  sir. 

Senator  King.  You  would  have  to  pay  that? 
Mr.  FoRsTER.  Yes,  sir. 

Senator  King.  Although  you  may  be  carrying  out  your  pension 
plan  for  those  who  have  reached  GO  or  Co  yeu'-s  of  age.  you  may  still 
have  to  pay  to  the  State  fund  ? 
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Mr.  FoRSTER.  You  would  be  allowed  a  credit  to  the  extent  of  your 
fund  as  far  as  the  Federal  Government  was  concerned,  but  you  would 
still  have  your  taxes  payable  to  the  State.  As  far  as  the  State  is 
concerned,' the  corporation  Avill  have  to  pay  its  share  of  taxes  with 
which  the  $15  benefit  is  supported. 

Senator  King.  Then  it  may  set  up  a  fund  and  administer  it,  under 
the  terms  of  which  its  employees  who  reach  60  or  65  years  of  age  may 
receive  pensions  in  excess  of  those  granted  by  the  Federal  Govern- 
ment and  by  the  State,  and  yet  at  the  same  time  be  compelled  to  pay 
State  taxes  to  the  State  ? 

Mr.  FoRSTER.  Yes,  sir. 

Senator  Kino.  To  pay  for  the  old-age  pensions  of  those  who  are 
outside  of  that  corporation? 

Mr.  FoRSTER.  That  is  correct.  All  we  are  asking  in  our  suggested 
amendment  is  that  those  employers  and  their  employees  who  want 
to  do  so,  who  operate  these  approved  plans,  that  a  remission  of  taxes 
levied  under  this  bill  may  be  made  up  to  the  extent  to  which  they 
make  the  payments  into  these  funds.  No  corporation  will  come  to  the 
Social  Insurance  Board  and  ask  to  operate  this  way  unless  it  is 
going  to  have  better  benefits  by  putting  in  more  mone}';  that  is 
obvious. 

Senator  King.  I  still  do  not  make  myself  clear.  It  would  seem 
to  me  that  with  the  possibility — with  the  certainty  indeed — that  you 
continue  these  private  pension  organizations  that  have  been  formed 
by  these  four  hundred  and  more  and  pay  old-age  pensions,  if  you 
are  expected  to  tax  yourself  to  provide  for  your  own  old-age  pension 
system  and  then  you  have  to  pay  taxes  to  the  Government,  I  sup- 
pose you  would  be  driven  out  of  business. 

Mr.  FoRSTER.  I  do  not  think  so,  sir,  for  the  basic  reason,  the  under- 
lying reason,  why  these  pension  plans  exist  is  as  an  efficiency  meas- 
ure. These  liberal  pensions  are  designed  to  get  rid  of  ineffective 
men,  for  the  welfare  of  the  business  and  for  the  proper  self -retire- 
ment of  men  who  have  given  many  years  of  service.  It  is  an  effi- 
ciency measure  inherently;  therefore  if  a  corporation  has,  in  the 
past,  been  able  to  afford  such  a  pension  plan — and  we  hope  it  will 
be  able  to  do  so  in  the  future — it  is  going  to  be  able  to  meet  the  share 
of  Federal  taxes  and  any  State  taxes  that  may  be  imposed  on  it. 

Senator  King.  In  addition  to  its  own  pension  system  ? 

Mr.  FoRSTER.  Yes,  sir ;  absolutely.     Thank  you  very  much. 

Supplemental  Stateoment  of  H.  Waltee  Forster  Before  the  Committee  on 
Finance,  United  States  Senate,  Seventy-fourth  Congress,  First  Session, 
on  Senate  Bill  1130 

1.  I  am  the  vice  president  in  charge  of  the  life  insurance  and  pension  divi- 
sion of  Towers,  Perrin,  Forster  &  Crosby,  Inc.,  of  Philadelphia.  Tiiat  cor- 
poration and  the  former  firm  of  Brown,  Crosby  &  Co.,  of  Philadelphia,  in  which 
I  was  a  senior  partner  in  charge  of  the  same  division,  liave  been  pension 
consultants  since  1917. 

2.  We  have  been  retained  by  many  important  corporations  and  have  assisted 
in  the  installation  of  new  or  revised  pension  plans.  Some  of  our  clients  have 
insured  their  plans;  others  have  turned  over  substantial  reserves  to  trustees 
other  than  life-insurance  companies,  to  the  end  that  their  employees  might 
be  assured  of  eventual  retirement  income ;  a  number  have  asked  their  em- 
ployees to  contribute  toward  the  cost  of  these  plans,  in  every  case  with  almost 
a  100-percent  response. 

3.  In  discussing  impending  Federal  pension  legislation  with  our  clients  and 
other  corporations,  the  question  was  quite  uniformly  raised  as  to  whether  the 
proposed  legislation  would  permit  employers,  in  lieu  of  the  Federal  plan,  to 
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continue  in  force  existing  employer  plans,  to  inaugurate  new  employer  plans 
prior  to  the  elfective  date  of  the  Federal  plan,  or  thereafter'  toi  substitute  em- 
ployer plans  for  the  Federal  plan,  provided,  in  each  case,  the  employer  plan,  in 
operation  or  proposed,  could  be  shown  to  the  satisfaction  of  the  Government 
to  be  properly  financed  and  equal  to  or  more  liberal  than  the  Federal  plan. 
A  study  of  the  bill  now  before  Congress  discloses  the  fact  that  apparently  no 
such  provision  is  included.  Hence,  my  appearance  to  request  amendment  to  ■ 
cover  that  point.  I  appear  as  a  student  of,  and  consultant  upon,  the  pension, 
problem,  and  not  as  a  roi)resentative  of  any  specific  client. 

4.  My  remarks  are  limited  to  titles  8  and  4,  dealing  with  the  contributory 
old-age  annuity  phm.  After  discussing  the  principle,  I  am  proposing  an  amend- 
ment to  permit  certified  private  annuity  plans. 

PRIVATE   PENSION    PLANS    NOW    IN    FOKOE 

5.  Most  persons  are  familiar  with  the  fact  that  Federal,  State,  and  munici- 
pal employees  are  generally  under  pension  plans,  and  that  the  same  thing  is 
true  of  most  rail\Aay  employees.  However,  many  persons  do  not  know  the 
extent  to  wiiich  jiension  plans  have  been  adopted  by  American  business  enter- 
prises. Mr.  Murray  W.  Latimer,  in  his  outstanding  book,  Industrial  Pension 
Systems,  recorded  up  to  May  1932,  exclusive  of  governmental  and  railway- 
pension  plans,  no  less  than  434  formal  American  pension  plans  in  organizations - 
employing  over  2,000,000  persons.  Since  that  time  the  number  of  plans  has 
grown  to  exceed  600,  and  the  number  of  persons  covered  has  also  increased. 
For  the  purpose  of  my  argument,  however,  only  those  plans  warrant  consid- 
eration which  now  have  reserves  behind  them.  The  following  is  a  conservative- 
statenient  of  the  situation  at  the  present  time : 

(o)  At  least  300  plans  of  industrial  and  financial  institutions  and  public 
utilities,  other  than  railways,  have  reserves  irrevocably  set  aside  with  life- 
insurance  companies  or  other  trustees. 

{b)  These  reserves  aggregate  at  least  $700,000,000  and  are  rapidly  being, 
increased. 

(c)  Over  1,000,000  persons  are  employed  by  these  organizations,  and  those- 
who  remain  to  pension  age  will  participate  in  the  benefits  of  the  plans. 

{(1)  Approximately  300,000  of  these  employees  now  are  contributing  toward: 
the  cost  of  their  eventual  benefits. 

6.  These  pension  plans,  established  voluntarily  and  primarily  as  an  eflBciency 
measure,  constitute  the  best  possible  argument  for  the  general  application  of 
the  pension  idea  to  persons  gainfully  employed. 

PROPOSEa)  8AFEX5UAEDS  FOB  EMPLOYEES 

7.  While  the  desirability  of  a  Federal  pension  plan  is  widely  recognized, 
and  if  enacted  will  eventually  extend  a  measure  of  old-age  security  to  millions 
of  workers,  it  seems  most  desirable  not  to  force  a  change  in  existing  plans 
or  to  discourage  more  liberal,  properly  financed  future  plans,  provided: 

(fl)   Benefits  exceed  those  of  the  Federal  plan. 

(ft)  Employers  and  employees  jointly  desired  such  plans.  Of  course,  if 
certain  employees  do  not  wish  to  continue,  or  to  join  upon  being  employed, 
tliey  would  come  under  the  Federal  plan. 

(c)  Adequate  financial  provisions  have  been  or  are  about  to  be  made. 

(d)  When  an  employee  leaves  the  employ,  the  employer  would  pay  to  the 
Government  the  contributions  which  would  have  been  made  under  the  Federal 
plan,  together  with  sufficient  interest  to  give  him  the  status  he  would  have 
achieved  under  that  plan,  or  credits  could  be  given  him  under  tiie  employer 
plan,  on  a  basis  .satisfactory  to  the  Social  Insurance  Board. 

NEED    OF    LIBE3RAL    EMPLOYEHS    PLANS 

8.  In  my  <)j»i?iion.  the  proposed  contributory  pension  plan  is  very  liberal  for 
a  iwtion.-il  act.  A  comparison  with  European  plans — notably  the  10  shillings 
l)er  w('«'k  jicnsioii  in  Gri'.-it  Britain  and  iihout  equal  average  pensions  in  Ger- 
many— iiirlicatcs  tbis  clearly,  even  aft(M-  allowing  for  the  ditTerence  in  average 
earnings  of  the  <itizens  of  these  countries  and  our  own.  Tlie  eventual  deficit 
unfler  the  iiropcisc!  plan  now  liefore  you  bids  fair  to  be  no  large  that  in  no 
event  shouhl  the  scale  of  benefits  l>e  increased. 

9.  In  spite  f.f  the  facf  that  the  iirojMised  Federal  contributory  i»ension  jilan 
is  liberal  for  a  national  plan  to  be  carried  by  all  employers,  wliether  pros- 
perous or  not.  its  benefits  are  on  the  whole  substantially  lower  than  those  pro- 
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widetl  under  employer  plans  of  recent  origin.  Obviously,  the  proposed  legis- 
lation should  encourage  the  employer  who  feels  financially  able  to  pension  his 
employees  more  liberally  and  is  willing  to  set  up  the  necessary  reserves  on 
an  actuarially  sound  basis. 

10.  No  provision  is  made  in  the  proposed  plan  for  employees  who  on  January 
1,  1937,  will  be  age  60  or  over,  who  aggregate  a  very  large  number.  It  is  desir- 
able that  employer  plans  should  provide  for  these  workers,  and,  also,  that  tens 
of  thousands  of  their  former  employees  now  pensioned  should  continue  to  re- 

.ceive  their  pensions.     Certainly  it  would  seem  desirable  for  Congress  to  take 
no  steps  that  will  discourage  continuance  of  satisfactoiT  existing  plans  or  the 
.  establishment  hereafter  of  liberal  plans  properly  safeguarded. 

11.  It  may  be  argued  that  all  employers  should  bring  their  employees  under 
the. Federal  plan,  and  that  those  who  chose  to  do  so  could  supplement  it  by  a 
second  plan  to  any  extent  desired.  This,  of  course,  could  be  done,  but  it  obvi- 
ously would  be  simpler  and  better  to  operate  a  single  liberal  plan  rather  than 
to:  have  the  benefits  vary  as  between  two  parts  of  the  protection  program.  For 
example,  if  the  employer  portion  permitted  women  to  retire  at  age  60,  which  is 
the  usual  practice,  they  would  receive  employer  benefits  only  until  age  65,  after 
which  they  would  be  entitled  to  benefits  both  from  the  Government  and  the 
employer.     The  same  thing  would  be  true  of  earlier  retirements  under  employer 

1  plans  because  of  disability  or  other  reasons,  but  not  provided  for  under  the 
yFederal  plan.     Experience  with  pension  plans  of  some  of  our  largest  employers 

indicates  that  such  disability  retirements  are  a  substantial  proportion  of  the 
;  total  number.     Under  the  employer  plan,  liberal  treatment  would  naturally  be 

given  as  to  the  entire  benefit. 

12.  There  are  definite  advantages  to  the  Government  in  granting  employers 
an  option  such  as  that  outlined  above  because — 

Government  relieved  of  old-age-assistance  payments. —  (a)   Every   employer 
'  plan  takes  care,  in  a  relatively  generous  manner,  of  present  pensioners  and  of 
■employees  now  aged  60  and  over  who  are  excluded  from  the  contributory  Fed- 
eral plan  and  who,  if  not  pensioned  by  employers,  would  in  part  at  least  involve 
'Government  cost  through  giving  them  old-age  assistance  in  cooperation  with 
the  States. 

(6)   Ooveniment  relieved  of  old-age  annuitij  painnents. — Every   sucli   plan, 

whose  proper  financing  would  be  assured  in  each  case,  would  relieve  the  Gov- 

lernment  of  some  of  the  deficit  wliich  will  arise  under  every  Federal  pension  paid 

for  decades  to  come  because  of  the  admitted  inadequacy  of  the  proixjsed  rates  of 

(Contribution. 

(c)  TJnemploxjment  payments  reduced. — Every  such  plan  would  relieve  the 
proposed  unemployment  reserve  plan  of  costs,  because  under  employer  plans  it 
is  customary  to  iiension  older  employees  who  have  had  reasonable  service  if  it 
is  necessary  to  release  them  before  age  65  because  of  disability,  inefiieiency, 
technological  changes,  or  other  reasons.  Employees  so  protected  would  not  in- 
volve payments  from  unemployment  reserves.  If  employers  operate  only  under 
the  Federal  pension  plan,  many  would  release  such  employees,  who  would 
;  thereupon  draw  maximum  unemployment  benefits  and  constitute  an  economic 
problem  for  the  years  prior  to  age  65  as  well  as  thereafter,  because  their  ac- 
crued pensions  would  be  adversely  affected  by  their  early  retirement  from 
gainful  employment. 

{d)   Government  relieved   of  details. — Every   such   plan   would   relieve   the 

■  social  insurance  board  of  a  considerable  amount  of  detail  as  to  I'ecords,  investi- 
gations, and  payment  of  pensions.    Only  general  supervision  would  have  to  be 

■  exercised  over  those  plans  which  would  be  permitted  to  operate  without  par- 
ticipation in  the  Federal  plan.  When  one  takes  into  account  the  stupendous  task 
which  confronts  the  social  insurance  board  in  administering  a  plan  involving 
over:  25,000,000  citizens,  it  is  obvious  that  plans  should  be  permitted  which  will 
not  oiily  reduce  the  details  of  operation  but  at  the  same  time  materially  benefit 

.a  portion  of  our  citizens. 

(e)  Total  annuity  reserves  increased. — The  Government  wants  to  restrict  the 
rtotal  reserves  under  the  proposed  plan,  not  because  larger  reserves  are  inherently 

unwise  but  because  of  the  difticulty  of  investing  the  money.  Life-insurance 
(Companies  and  other  pension  trustees  have  found  it  possible  to  accumulate  safe 

investments  yielding  over  4  percent,  and  tlieir  continuing  to  do  so  should  be 
-encouraged.  To  the  extent  that  employers"  plans,  whose  benefits  include  what 
:  the  Federal  plan  would  provide,  set  up  proper  reserves  for  the  entire  benefit,  the 

whole  financial  structure  of  pensions  is  strengthened  and  the  Government 
.relieved  of  the  investment. of  any  reserves  which  support  these  plans. 
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(/)  Market  for  sound  securities  increased. — I.ite-insurance  companies  and 
other  trustees  of  employer  plans  seek  conservative  and,  on  the  whole,  long-time 
investments,  since  the  heaviest  pension  oblisations  are  many  years  away.  Gov- 
ernment bonds  constitute  only  a  moderate  portion  of  such  investment  portfolios, 
and  the  existence  of  tliese  trusts  creates  a  desirable  market  for  nonspeculative 
investments.  There  are  no  contingencies  likely  to  arise  under  pension  plans 
which  would  ever  cause  the  trustees  to  throw  upon  tlie  market  large  blocks  of 
securities  and  liave  a  detrimental  effect  upon  business  in  general  or  upon 
Government  financing  in  particular. 

CONTROL  RHfAINED   BY   GOVERNMENT 

13.  No  such  all-inclusive  plans  would  be  permitted  except  by  specific  approval 
of  tile  social  insurance  board,  which  board  could  issue  the  detailed  governing 
regulations  whicii  would  be  recjuired  in  operating  such  plans. 

14.  Since  an  option  to  resiX)nsible  emplo.vers  to  continue  or  to  establish  liberal, 
properly  safeguarded  pension  plans  would,  if  exercised,  be  highly  desirable  in 
the  interest  of  their  employees  and  advantageous  to  tlie  Government  as  well,  it 
i.s  hoped  that  such  a  provision  will  be  included  in  tlie  final  draft  of  the  bill. 

15.  To  permit  of  the  separation  of  certified  private  annuity  plans,  a  new 
section  is  suggested.  This  proposed  new  section  has  been  given  tentatively 
the  number  308  althougli  in  the  final  draft  of  the  bill  it  might  more  appro- 
priately follow  immediately  after  section  302. 

AIXOWAISLE  CnJEDIT 

Sec.  308.  (a)  Subject  to  the  provision  of  section  308  (c)  hereof,  for  any 
period  during  which  an  employee  elects  to  be  a  participant  in  a  certified  private 
annuity  plan  only,  there  shall  be  credited  against  the  tax  imposed  for  that 
period  under  section  301  hereof: 

(1)  The  amount  of  contribution  paid  by  the  employee  under  such  a  certified 
private  ainiuity  plan  or  authorized  by  him  to  be  deducted  from  his  wages  and 
paid  under  such  plan  ;  or 

(2)  In  the  event  that  the  certified  private  annuity  plan  is  financed  by  the 
employer  exclusively,  the  amount  paid  by  the  employer  under  the  plan  on 
behalf  of  the  employee  in  addition  to  amounts  paid  by  the  employer  under  sec- 
tion 308  (6)  hereof. 

In  cases  where  such  credits  are  allowable,  the  amount  to  be  collected  and 
paid  under  section  801  hereof  shall  be  the  amount  of  taxes  imposed  thereunder 
less  such  credits  allowable. 

(b)  Subject  to  the  provisions  of  section  308  (c)  hereof,  for  any  period  dur- 
ing which  an  employer  operates  a  certified  private  annuity  plan  there  shall 
be  credited  against  the  tax  imposed  for  that  period  under  section  302  hereof 
upon  the  pay  roll  of  such  employees  as  elect  to  participate  in  such  certified 
private  annuity  plan,  the  amounts  paid  by  such  emp'oyer  under  such  certified 
private  annuity  plan  in  resi)ect  of  such  participating  employees.  In  cases  where 
such  credits  are  allowable,  the  amount  to  l)e  collected  and  paid  shall  l)e  the 
amount  of  taxes  imposed  less  such  credits  allowable. 

(c)  Such  credits  shall  be  allowe<l  to  any  employer  or  employee  operating 
under  a  plan  which  has  been  certified  by  the  Social  Insurance  r>(\Trd  to  the 
Secretary  of  the  Treasury  as  conforming  to  the  following  miniTuum  require- 
ments : 

(1)  Only  such  employees  shall  come  under  such  private  annuity  plan  as 
elect  to  do  so. 

(2)  The  annuities  provided  under  such  private  plan  shall,  as  to  such  em- 
ployees, be  not  less  than  those  otherwise  payable  under  section  4or>  of  this  act. 

(3)  The  aggregate  contributions  to  such  private  plan  by  employees  and  em- 
ployer shall  not  be  less  than  the  aggregate  taxes  provided  by  sections  301 
and  302  hereof. 

(4)  Such  contributions  shall  be  deposited  currently  with  a  life-insurance 
company,  or  other  tru-tee,  approved  b.v  the  Social   Insurance  Board. 

(">)  Upon  withdrawal  of  an  employee  from  such  ]irivate  plan  there  shall 
either  (A)  lie  paid  into  the  Treasury  of  the  United  States  on  behalf  of  the 
withdrawing  employee  out  of  the  funds  of  such  private  plan,  a  sum  e<iual  to 
the  credits  allowed  as  to  such  employee  under  section  308  (a)  and  308  (h) 
hereof,  together  with  interest  accretions  as  determined  by  the  Social  Insurance 
Board,  or    (H)    be  provide<l,  subject  to  the  approval  of  the  Social    Insurance 
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Board,  for  such  employee,  a  deferred  annuity  not  less  in  amount  than  would 
otherwise  have  been  credited  to  him  under  section  405  of  this  act. 

(6)  Upon  the  death  before  retirement,  of  an  employee  covered  under  such 
private  plan,  there  shall  be  paid  to  his  lej;al  and/or  actual  dependents,  a  sum 
not  less  than  the  amount  of  the  tax  imposed  under  section  301  of  this  act 
during  the  period  of  membership  in  such  plan  together  with  interest  thereon 
as  determined  by  the  Social  Insurance  Board. 

(7)  Upon  the  death  after  retirement,  of  an  employee  covered  uUder  such 
private  plan,  there  shall  be  paid  to  his  legal  and/or  actual  dependents,  a  sum 
equal  to  the  excess,  if  any,  of  the  amount  stated  in  section  308  (c),  paragraph 
6,  over  the  annuity  payments  which  would  have  been  otherwise  payable  to  him 
under  section  405  of  this  act. 

{(1)  For  the  purpose  of  calculating  any  annuities  that  may  be  payable  under 
section  405  of  this  act,  membership  in  such  certified  private  annuity  plan  shall 
give  the  employee  the  same  rights  as  to  date  of  entry  under  this  act  as  i^ 
taxes  had  been  paid  on  his  behalf  under  sections  801  and  302  hereof  from  the 
beginning  of  his  membership  in  the  private  plan. 

(e)  Any  employer  may  make  written  application  to  the  Social  Insurance 
Board  for  certification  to  the  Secretary  of  the  Treasury  of  an  existing  or  pro- 
posed private  annuity  plan  as  being  in  conformity  with  the  requirements  of 
section  308  (c)  hereof,  accompanying  such  application  by  as  full  description 
of  the  plan  and  such  other  proof  as  may  be  needed  that  the  plan  does  conform 
to  these  requirements.  Within  90  days  of  the  filing  of  such  an  application,  it 
shall  be  the  duty  of  the  Social  Insurance  Board  either  so  to  certify  the  plan 
or  to  notify  the  applicant  of  the  particulars  wherein  the  plan  does  not  conform 
to  the  minimum  requirements  as  stated  in  section  308  (c)  hereof.  A  plan 
so  certified  shall  be  known  as  a  "  certified  private  annuity  plan." 

(f)  The  Social  Insurance  Board  shall  have  the  right  to  call  for  such  reports 
from  the  employer  and  to  make  such  inspections  of  his  records  as  will  satisfy 
it  that  the  requirements  are  being  met  and  in  general  to  make  such  regulations 
as  will  facilitate  the  operation  of  such  certified  private  annuity  plans. 

(g)  Any  certification  given  by  the  Social  Insurance  Board  in  accordance 
with  this  section  shall  be  revoked. 

(1)  Upon  the  request  of  the  employer,  or  (2)  upon  failure  of  the  employer 
to  fulfill  the  requirements  of  section  308  (c)  hereof. 

In  either  event,  the  employees  covered  under  the  certified  private  plan  sliall 
be  treated  as  withdrawing  employees  as  provided  in  section  308  (c), 
paragraph  5. 

(h)  Upon  withdrawal  of  an  employee  from  a  certified  private  annuity  plan, 
the  Social  Insurance  Board  shall  either  approve  such  deferred  annuity  as  is 
described  under  subsection  (c)  5  (B)  of  this  section,  or  shall  certify  to  the 
Secretary  of  the  Treasury  the  amount  to  be  paid  as  in  subsection  (c)  5  (A) 
of  this  section. 

Upon  such  certification,  the  amount  so  certified  shall  be  collected  by  the 
Bureau  of  Internal  Revenue  under  the  direction  of  the  Secretary  of  the 
Treasury. 

16.  It  might  be  desirable,  that  this  whole  idea  should  be  covered  in  much 
more  brief  and  general  language  and  accordingly  we  submit  below  a  possible 
alternative  amendment : 

PERMITTED  PRIVATE  ANNUITY  PLANS 

Sbc.  308.  (a)  Any  employer  who  .demonstrates  to  the  ^^atisf action  of  the 
Social  Insurance  Board  that  a  private  annuity  plan  proposed  or  in  operation 
provides,  as  to  any  employee  who  elects  to  join  such  plan,  benefits  not  less  than 
those  set  forth  in  section  405  hereof,  and  that  contributions  toward  such  plan 
not  less  than  the  aggregate  of  taxes  specified  in  sections  301  and  302  hereof  are 
being  or  will  be  deposited  with  a  life-insurance  company  or  trustee  acceptable 
to  the  Board,  shall  be  permitted  to  operate  such  plan  and,  as  to  any  employee 
who  elects  to  join  it,  there  shall  be  credited  to  such  employee  and  his  employer, 
against  the  taxes  imposed  under  sections  301  and  302  hereof,  the  contributions 
made  by  him  or  on  his  behalf  to  such  private  annuity  plan.  The  amount  to  be 
collected  and  paid  under  sections  301  and  302  hereof,  shall  be  the  amount  of 
taxes  imposed  thereunder  less  such  credits  allowable. 

(&)  For  the  purpose  of  calculating  any  annuities  that  may  be  payable  under 
section  405  of  this  act,  membership  in  such  a  per]nitted  private  annuity  plan 
shall  give  the  employee  the  same  rights  as  to  date  of  entry  under  this  act  as 
if  taxes  had  been  paid  on  his  behalf  under  sections  301  and  302  hereof,  from 
the  beginning  of  his  membership  in  the  private  plan. 
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(c)  The  Social  Insurance  Board  shall  have  the  power  to  make  such  rules  and 
regulations  as  will  facilitate  the  operation  of  such  i)erniitted  private  annuity 
plans,  and  shall  have  the  right  to  revoke  such  porniission  either  upon  the  request 
of  the  employer  or  upon  the  failure  of  the  employer  to  fulfill  the  requirements 
of  this  section. 

Senator  King.  Mr.  Reymond,  of  Bingliamton,  N.  Y. 

STATEMENT  OF  M.  H.  REYMOND,  BINGHAMTON,  N.  Y. 

Mr.  Reymond.  My  name  is  M.  H.  Reymond.  I  appear  as  an  or- 
dinary citizen,  not  in  behalf  of  any  special  interest  or  group. 

Senator  King.  What  is  your  business,  Mr.  Reymond? 

Mr.  Reymond.  My  business  is  industrial  engineering.  I  have  done 
work  for  many  well-known  companies.  In  that  connection  I  have 
had  occasion  to  observe  the  problem  of  insecurity  in  industry  at  the 
place  where  it  is  actually  developed.  I  have  also  made  a  careful 
study  of  the  general  problem  of  industrial  depression  and  unemploy- 
ment during  the  past  15  years. 

What  I  propose  to  show  is  as  follows :  First,  that  the  currently 
agitated  theory  of  trying  to  create  prosperity  by  increasing  the  bene- 
fits under  the  present  bill  is  an  economic  delusion ;  and,  second,  that 
even  if  the  benefits  are  not  increased,  this  bill,  if  enacted  into  law, 
will  have  a  retarding  influence  upon  our  recovery  from  the  existing 
unemployment. 

I  also  propose  to  place  the  general  subject  of  economic  security 
before  this  committee  in  a  new  light  that  I  believe  may  prove  helpful 
not  only  in  appraising  this  particular  bill  but  also  in  appraising  other 
legislation  that  is  constantly  coming  before  you. 

In  order  to  keep  myself  from  wandering  away  from  the  subject 
and  to  conserve  time,  I  have  prepared  a  preliminary  statement  which 
I  estimate  will  take  about  10  or  15  minutes,  I  assume  it  is  satis- 
factory to  go  ahead  on  that  basis. 

Senator  King.  You  can  have  10  minutes.  Read  it  as  rapidly  as 
you  can. 

Mr.  Reymond.  While  I  am  thoroughly  in  sympathy  with  the  hu- 
manitarian impulses  behind  the  present  economic  security  bill,  I  am 
concerned  about  the  prospect  of  its  turning  out  to  be  another  one  of 
those  well-intentioned  things  that,  at  a  time  like  the  present,  may  do 
more  harm  than  good.  This  danger  is  particularly  great  if  this  bill 
is  looked  upon  as  an  agency  wherewith  to  create  prosperity  and  the 
expenditures  under  this  bill  are  extended  under  the  delusion  that 
expenditures  of  this  kind  can  create  prosperity.  The  economic  fact 
is  just  the  reverse.  Even  if  this  bill  is  passed  without  any  additions 
to  the  proposed  expenditures,  its  effects  will  be  to  retard  recovery  and 
extend  somewhat  the  time  until  our  vast  army  of  unemployed  workers 
shall  have  been  reabsorbed  by  private  industry. 

I  submit  that  if  legislation  of  this  kind  should  he  passed  at  all  at 
the  present  time,  it  should  be  purely  on  the  ground  that  the  humani- 
tarian benefits  will  outweigh  the  economic  disadvantage  of  putting 
a  damper  on  recovery  from  unemployment. 

I  will  now  try  to  show  why  legislation  of  this  character  will  retard 
the  solution  of  the  existing  unemployment  ])roblem. 

In  order  intelligently  to  appraise  the  influence  upon  unemploy- 
ment of  legislation  of  this  character — or  of  any  other  legislation  for 
that  matter — it  is  necessary  first  of  all  to  understand  what  causes 
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unemployment.  My  experience  is  that  very  few  people  know  what 
causes  unemployment.  This  applies  not  only  to  people  in  general  and 
their  political  representatives  but  also  to  corporation  managers  and 
to  labor  leaders  and  to  professional  economists.  It  is  no  wonder  this 
unemplojanent  problem  has  been  mishandled,  when  most  of  the  peo- 
ple who  have  been  intrusted  with  its  solution  do  not  themselves  under- 
stand the  nature  of  the  problem  they  are  dealing  with.  And  yet, 
the  cause  of  unemployment  is  really  quite  simple  and  understandable. 
It  is  merely  the  fact  that  the  margin  of  profit  between  selling  prices 
and  costs  of  production  has  been  so  contracted  as  to  force  the  partial 
or  com])lete  closing  down  of  most  of  our  business  enterprises. 

This  began  in  1929  when  a  rapid  decline  in  prices,  due  in  turn  to  a 
complication  of  financial  causes,  which  it  would  be  inappropriate  to 
discuss  in  detail  at  this  time.  Costs  of  production  did  not  decline 
as  rapidly  as  the  general  level  of  prices,  for  two  reasons.  One  rea- 
son was  the  fact  that  the  human  element  in  industry  resists  any 
rapid  reduction  in  wage  and  overhead  costs.  This  applies  to  em- 
ployers as  well  as  to  employees.  Neither  of  them  like  to  see  wages 
reduced,  and  neither  of  them  like  to  reduce  overhead  costs  any  more 
than  is  necessary.  The  other  reason  was  the  fact  that  our  Govern- 
ment exhorted  employers  to  keep  up  wage  rates  and  to  spend  all 
they  could  on  plant  facilities,  in  addition  to  paying  higher  taxes  to 
finance  Government  expenditures. 

The  inevitable  result  of  rapidly  declining  prices,  combined  with 
less  rapidly  declining  costs,  was  a  wiping  out  of  profits,  a  contrac- 
tion of  enterprises,  and  a  growing  army  of  unemployed  workers. 

I  submit  to  you  that  these  are  the  basic  facts  of  the  unemploy- 
ment problem. 

With  this  understanding  in  mind  as  to  what  causes  unemployment, 
I  submit  that  there  are  only  two  intelligent  ways  to  attack  this 
problem.  One  is  in  the  direction  of  reducing  wage  and  overhead 
costs.  The  other  is  in  the  direction  of  efficiently  restoring  the  gen- 
eral level  of  prices. 

Thus  far,  since  1929,  we  have  done  neither  of  these  things.  In 
the  direction  of  restoring  the  general  level  of  prices  we  have  wasted 
time  and  resources  on  positively  erroneous  schemes  that  were  fore- 
doomed to  inefficiency  and  failure. 

Senator  King.  Such  as  the  N.  R.  A.  ? 

Mr.  Retmond.  That  was  one  of  them.  The  Public  Works  pro- 
gram was  another  one.  The  monetary  scheme  was  another,  and 
there  were  others. 

Senator  King.  Inflation? 

Mr.  Reymond.  Yes.  I  would  like  to  be  able  to  go  into  detail  on 
all  those  subjects,  but  of  course  that  would  be  departing  from  this 
bill. 

In  the  direction  of  reducing  the  wage  and  overhead  costs  we  have 
done  worse  than  nothing.  In  all  of  the  5  years  since  1929  we  have 
resisted  the  reduction  of  these  costs.  Our  intentions  were  good.  We 
wished  to  help  labor  and  relieve  unemployment.  Actually,  with 
what  might  be  called  misguided  humanitarianism,  we  have  unnec- 
essarily prolonged  the  problem  of  unemployment  and  we  have  re 
tarded  the  recovery  of  adequate  earnings  per  week  by  the  wage 
worker.  We  have  forced  the  closing  down  of  many  small  marginal 
businesses  and  we  have  compelled  many  employers  of  labor  who  were 
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formerly  humanely  inclined  toward  their  employees,  to  discharge 
aged,  infirm,  and  otherwise  handicapped  employees  in  order  to  stay 
in  business  at  all,  thus  swelling  the  ranks  of  what  are  now  called  the 
unemployables. 

This  brings  us  to  the  question  of  whether  the  present  bill  at  the 
present  time  isn't  another  similar  piece  of  miguided  humanitarian- 
ism.  This  bill  proposes  a  2-8  percent  tax  on  payrolls  plus  initial 
contributions  by  the  Federal  Government  of  $80,000,000  per  year  to 
$200,000,000  per  year.  It  further  proposes  a  duplication  of  these 
expenditures  by  the  individual  States.  Another  important  consid- 
eration is  the  fact  that  this  is  a  subject  matter  upon  which  actual 
costs  are  likely  far  to  exceed  initial  estimates,  if  our  experience  with 
benefits  of  a  similar  character  for  a  small  part  of  our  people,  our  wai 
veterans  and  their  dependents,  means  anything. 

Senator  King.  Or  if  the  experience  in  other  countries  means  any- 
thing. 

Mr.  Reymond.  I  will  come  to  the  experience  in  other  countries  in 
just  a  moment. 

The  Chairman.  Whom  do  you  work  for  now,  Mr.  Reymond  ? 

Mr.  Reymond.  I  have  done  work  for  many  well-known  com- 
panies. 

Senator  Couzens.  Will  you  name  them,  please? 

Mr.  Reymond.  A  few  of  the  companies  that  I  have  done  work 
for  are  the  Endicott-Johnson,  the  Eastman  Kodak,  General  Motors, 
Western  Electric,  and  a  great  many  other  smaller  companies.  How- 
ever, I  want  to  make  it  clear  that  I  do  not  reflect  the  views  of  any 
one  of  these  companies.     I  am  presenting  my  own  personal  views. 

Senator  Couzens.  Are  you  under  retainer  from  any  of  those  com- 
panies now? 

Mr.  Reymond.  No,  sir.  The  new  taxes  involved  unquestionably 
mean  a  further  increase  in  the  overhead  costs  of  business,  and,  as 
such,  cannot  but  have  a  retarding  influence  on  the  reexpansion  of 
business  to  absorb  the  existing  unemployed.  I  submit  to  you  the 
opinion  that,  just  at  the  present  time,  the  unnecessary  misery  and 
the  continued  demoralization  of  our  people  created  by  prolonging 
the  existing  unemployment  w^ould  be  likely  to  more  than  counter- 
balance the  well-intentioned  humanitarian  benefits  anticipated  by 
the  proponents  of  the  present  bill. 

I  also  submit  to  you  that  it  would  be  almost  impossible  to  pre- 
vent benefits  under  this  bill  from  going  to  many  people  who  could 
get  along  without  them.  The  inevitable  result  would  be  expensive 
relief.  I  submit  the  opinion  that  our  dutv  at  the  present  time  is  to 
provide  for  victims  of  the  depression  and  other  misfortunes  in  the 
most  economical  manner.  There  is  no  greater  economic  fallacy  than 
the  currently  popular  theory  that  the  spending  of  money  by  Gov- 
ernment, on  old-age  pensions  or  in  any  other  way,  tends  to  help 
business  and  relieve  unemployment. 

If  this  money  is  raised  by  taxing  pay  rolls  or  by  taxing  sales, 
the  result  is  to  prolong  business  stagnation  and  unemployment.  If 
this  money  is  raised  by  selling  bonds  the  people  who  buy  the  bonds 
will  spend  that  nuich  less  money  on  the  investments  they  would 
otlierwise  have  made  in  j)rivate  industry. 

Finally.  I  submit  the  opinion  that  I  deplore  the  general  philosophy 
of  this  bill  of  looking  upon  the  problem  of  depression  and  unem- 
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ployment  as  a  permanent  problem,  and  of  seeking  to  imitate  what 
European  countries  have  done  with  this  problem.  My  thought  is 
that  we  should  be  praying  to  be  spared  from  the  fate  of  European 
nations  instead  of  trying  to  imitate  them. 

Senator  King.  Well,  we  took  that  course  the  other  day  in  dealing 
with  the  World  Court  bill. 

Mr.  Ketmond.  Yes.  However,  that  was  not  exactly  an  issue  of 
imitating  other  countries.  There  were  some  other  angles  there.  The 
condition  of  European  peoples  is  anything  but  enviable  or  secure, 
economically  or  otherwise.  I  believe  American  ingenuity  should  be 
able  to  find  a  better  solution  to  this  problem  than  anything  that  any 
European  country  has  yet  found.  If  we  in  the  United  States  con- 
tinue to  bungle  this  unemployment  problem,  as  the  European  coun- 
tries have  bungled  it  for  years,  we  may  yet  land  in  the  deplorable 
condition  that  these  countries  appear  to  be  drifting  toward.  Our 
own  people,  in  their  discouragement  and  desperation,  may  cast  to 
the  winds  their  hard-won  political  and  industrial  liberty  of  the  past 
few  centuries  in  the  foolish  hope  that  somehow  this  may  bring  us 
greater  economic  security.  To  my  mind  it  would  be  one  of  the 
great  tragedies  of  history  if,  because  of  a  little  lack  of  economic 
understanding,  we  also  should  drift  into  that  same  kind  of  condition. 

Senator  King.  Mr.  Reymond,  if  I  understand  your  thesis,  it  is  this, 
That  by  spending  money  we  cannot  get  back  prosperity,  we  cannot 
get  out  of  the  depression. 

Mr.  Retmond.  That  is  correct. 

Senator  King.  And,  secondly,  that  so  long  as  we  are  maintaining 
the  thesis  of  high  wages  and  large  expenditures,  whereas  in  other 
countries  wages  are  low,  we  cannot  compete  with  the  world,  and  we 
are  going  to  lose  our  foreign  trade  and  thereby  retard  the  alleviation 
of  the  present  condition  ? 

Mr.  Reymond.  Yes.  The  principal  point  I  wish  to  make  is  that 
there  are  only  two  ways  in  which  we  can  actually  relieve  the  unem- 
ployment situation.  AVe  cannot  do  it  by  passing  unemployment  insur- 
ance legislation  or  by  expending  money  on  public  works,  or  in  any 
other  way,  or  old-age  pensions.  The  only  way  it  can  be  done  is  either 
to  reduce  the  wage  and  overhead  costs  in  proportion  to  the  drop  of 
the  natural  level  of  prices,  or  to  work  on  the  other  end  of  the  financial 
factors  which  have  caused  price  levels  to  drop,  and  bring  them  in 
relation  to  the  overhead  costs. 

Senator  Couzens.  Have  you  any  program  to  accomplish  that  ? 

Mr.  R.EYM0ND.  I  have  a  very  definite  program. 

Senator  Coltzens.  Are  you  going  to  state  it  to  us? 

Mr.  Reymond.  I  am  afraid  it  would  be  out  of  order  in  connection 
with  this  bill.  I  would  be  glad  to  have  an  opportunity  to  do  that. 
I  was  going  to  come  to  that  in  a  moment. 

In  conclusion,  I  would  like  to  make  it  clear  that  I  am  not  criticizing 
what  appears  to  me  to  be  misdirected  efforts  to  deal  with  the  question 
of  unemployment,  without,  on  my  part,  having  definitely  in  mind  a 
better  approach  to  the  problem  than  that  which  I  am  criticizing. 

I  have  shown  what  causes  unemployment.  I  have  shown  how  we 
have  thus  far  largely  made  the  situation  Avorse  instead  of  better 
b}^  our  misguided  efforts.  I  have  shown  that  the  present  bill  has  all 
the  earmarks  of  being  another  misguided  effort.  And  I  have  sub- 
mitted a  general  formula  by  which  to  check  any  plan  for  relieving 
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unemployment,  to  find  out  Avhether  it  will  actually  contribute  toward 
the  ik'isired  result,  namely:  It  must  either  (1)  reduce  wage  and  over- 
head costs,  or  (2)  it  must  provide  an  efficient  program  for  restoring 
and  then  stabilizing  the  general  level  of  prices. 

I  now  submit  that  the  existing  unemployment  can  be  cured  by 
either  of  these  two  alternative  methods.  I  also  submit  that  the 
present  situation  is  so  serious  that  we  should  be  doing  soniething  in 
the  direction  of  both  of  these  methods. 

I  would  suggest  that  the  erroneous  labor  legislation  of  recent 
years  that  is  retarding  recovery  from  unem])loyment  should  be  re- 
pealed, and  I  would  suggest  that  the  consideration  of  legislation 
like  the  present  bill,  that  would  further  aggravate  this  unemploy- 
ment problem,  should  be  postponed  until  some  future  time. 

I  would  like  to  go  further  than  these  suggestions.  I  would  like 
to  outline  to  vou  the  principal  thing  that  I  believe  should  be  done 
in  order  to  efticiently  and  permanently  cure  the  problem  of  unem- 
ployment. But  I  am  afraid  I  cannot  do  this  without  departing' 
from  a  discussion  of  the  present  bill.  I  would  have  to  talk  about 
the  financial  causes  that  made  the  general  price  level  rapidly  decline, 
beginning  in  1929,  and  that  made  investment  goods  prices  rapidly  rise- 
prior  to  1929,  and  that,  if  they  continue  uncorrected,  will  plague  us 
with  similar  rapid  fluctuations  in  the  general  level  of  prices  in  the 
future.  I  would  also  have  to  describe  in  detail  why  our  past  efforts 
in  this  direction  have  been  erroneous  and  futile,  and  also  how  future 
efforts  can  be  made  efficient  and  successful.  I  suppose  I  will  have 
to  await  an  opportune  future  time  to  submit  these  further  sugges- 
tions, in  connection  with  some  other  bill,  perhaps.  Just  now  I 
would  be  glad  to  go  into  an}'  further  discussion  of  the  present  bill 
that  may  be  requested. 

Senator  King.  Speaking  for  myself,  if  you  care  to  submit  further 
observations  respecting  the  curative  iDolicies,  I  would  be  glad  to  hear 
them  now,  or  have  you  prepare  a  paper  on  that. 

The  Chairman.  If  you  want  to  elaborate  on  that  subject,  you  can 
do  so  and  put  it  in  the  record. 

Mr.  Reymond.  All  right ;  I  will  submit  a  written  statement  elabo- 
rating what  I  believe  should  be  done. 

The  CiiAiiaiAN.  I  wish  you  would  do  it  right  away,  because  we 
are  having  these  printed  every  day. 

SlPPLEMEXTAKY     StATKMENT    BY    M.     H.     IlETi'MOND,     BiNGHAMTOX,     X.     Y.,     IXTKO- 
UUCED  AT  THE   SUGGESTION   OF  THE  COMMITTEP:,   DESCRIBING   Why   OUR   EFFORTS 

OF  THE  Past  5  YiiVRs  in  the  Direction  of  Restoring  and  Then  Stabilizing 
THE  General  Price  Level  Have  Failed,  and  Describing  How  It  Is  Believed* 
this  Objective  Can  Be  Efficienixy  Attained 

why  our  E:FF0RTS  of  the  past   5    Y'EARS   HAVE  FAILED 

As  has  been  shown,  the  only  other  lofrieal  approach  to  the  problem  of  iniem- 
ployment.  aside  fnnii  forcing'  costs  down  proptirtionately  witli  existinji  prices,, 
is  to  efficiently  raise  the  ^reiicral  level  of  i)rices  until  ir  is  a};:iin  in  balance  with 
existing;  costs. 

Any  program  to  efllciently  rais(>  the  peneral  level  of  i)ricos  reciuires  a  thorough 
understandinj:  of  tlie  coniplicatioii  of  fin:uicial  elements  that  caused  this  jreneral 
level  of  prices  to  rapidly  fall  beginning-  in  li)2J).  There  is  no  better  illustration 
of  the  confusion  of  tiiougiit  among  professional  economists  tlian  the  fact  that 
many  of  these  (so-called  "conservatives"  as  well  as  so-called  "progressives") 
liave  souglif  to  restore  the  general  level  of  prices  by  ebising  their  eyes  to  tliese- 
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financial  elements,  proceeding  on  the  wishful  theory  that  if  they  artilicially 
raised  costs  of  production  they  would  automatically  also  raise  the  general  price 
"level.  The  fact  of  the  matter  is  that  if  it  is  possible  for  the  general  level  of 
prices  to  drop  faster  than  costs,  as  occurred  beginning  in  1929.  it  is  obvious 
that  costs  are  not  the  controlling  element.  Under  such  circumstances,  any 
increases  in  costs  that  may  be  forced  in  some  peculiarly  situated  industries 
will  be  counterbalanced  by  a  corresiwnding  depression  in  prices  in  other  in- 
dustries. The  general  level  of  prices  will  not  rise  merely  because  of  increased 
costs.  Quite  the  contrary.  It  is  therefore  ridiculous  to  try  to  restore  a  de- 
pressed price  level  by  raising  costs.  And  yet  this  kind  of  shallow  economic 
thinlcing  regarding  price  control  has  had  a  large  influence  in  molding  our 
■national  policies  since  1929. 

Of  a  similar  confused  character  is  the  theory,  largely  held  anmng  profes- 
sional economists,  that  the  general  price  level  can  efficiently  be  raised  by 
spending  money  raised  by  bond  issues,  whether  on  public  works,  on  subsidies 
to  particular  industries,  on  bonuses  to  war  veterans,  on  pensions  to  the  aged, 
•or  in  any  other  way.  Beginning  in  1929,  we  have  spent  increasingly  large 
sums  of  borrowed  mone.v  on  schemes  of  this  kind.  We  have  increased  tlie 
•debt  of  the  Federal  Government  by  some  15  billion  dollars.  The  failure  to 
produce  the  anticipated  result  appears  to  make  no  impression  upon  those  who 
recommend  schemes  of  this  kind.  Rather  than  admit  an  error  in  their  theory, 
they  are  merely  spurred  on  to  demand  bigger  and  more  reckless  expenditures. 
The  economic  fact,  as  pointed  out  in  the  early  days  of  such  schemes  by  less 
confused  economists,  is  that  for  every  dollar  raised  by  bond  issues  and  spent 
by  the  Government,  a  dollar  is  withdrawn  from  investment  in  and  spending  on 
-private  enterprises  by  the  buyers  of  the  Government  bonds. 

Some  artificial-spending-to-raise-the-price-level  theorists,  thus  brought  around 
to  realize  the  basic  fallacy  in  their  general  tlieory.  attempt  to  justify  this  theory 
on  a  different  ground.  They  admit  that  if  the  Government  bonds  are  bouglit 
"by  private  investors  the  theory  will  fail  of  the  desired  result.  But.  they  say, 
if  the  bonds  are  bought  by  banks  and  made  the  basis  of  national-bank  notes, 
or  Federal  Reserve  notes,  or  Federal  Reserve  credit,  the  result  will  be  a  rise 
in  the  general  price  level.  To  the  extent  that  this  modification  of  their  original 
theory  may  actually  have  an  inflationary  influence  upon  the  price  level,  it  is 
not  due  to  the  artificial-spending  programs  which  they  recommend,  but  to  the 
fact  that  our  Government  is  giving  banks  the  right  to  issue  an  approximation 
of  fiat  money  (differing  only  in  that  a  i-edemption  out  of  taxes  at  a  future 
time  is  contemplated).  The  result  would  be  the  same  if  our  Government  made 
no  extraordinary  expenditures  whatever  but  used  this  method  to  pay  for 
•ordinary  expenditures.  Hence  the  artificial  spending-to-raise  the  price-level 
theory  is  wholly  an  economic  delusion. 

This  brings  us  to  a  consideration  of  the  merits  of  permitting  banks  to  issue 
'Currency  backed  by  Government  bonds  as  a  device  for  raising  the  general 
price  level  (which  is  really  an  entirely  different  theory  from  the  wholly  falla- 
cious spending-to-raise-the-price-level  theory).  This  theory  has  been  given  a 
practical  trial,  beginning  with  enabling  legislation  in  1932  in  the  form  of 
the  Glass-Steagall  Act  and  the  Glass-Borah  Amendment  to  the  home-loan  bank 
"bill.  It  has  failed  to  efficiently  restore  the  general  price  level  as  anticipated. 
'The  reason  is  that  banks  have  no  use  for  the  additional  currency  and  credit 
thus  made  available  to  them  imless  they  can  find  borrowers  for  this  money. 
And  people  in  general  do  not  borrow  money  unless  the  condition  of  business 
in  general  is  such  as  to  promise  a  worthwhile  profit  over  and  above  interest 
charges.  On  the  other  hand,  when  the  general  level  of  prices  has  been  re- 
stored by  other  methods,  if  this  enabling  legislation  isn't  promptly  repealed, 
it  may  have  a  positively  injurious  influence,  carrying  us  into  another  and 
worse  boom  than  the  last,  followed  by  another  and  worse  depression. 

Closely  allied  with  the  theory  of  raising  prices  by  permitting  banks  to  issue 
currency  backed  by  interest-bearing  Government  obligations  is  the  theory  of 
raising  prices  by  paying  Government  expenditures  with  ordinary  fiat  money 
printed  for  this  purpose.  This  particular  scheme  hasn't  yet  been  tried,  but 
it  has  threatened  us  for  some  years  and  may  ultimately  be  tried  also.  If 
issaied  in  limited  amount,  such  as  proposed  under  the  pending  Patman  bill, 
the  effect  would  probably  not  be  very  different  from  the  permission  to  banks 
to  issue  currency  backed  by  Government  bonds.  The  new  currency  would 
either  pile  up  in  banks  as  reserves  or  would  displace  a  corresponding  amount 
-of  Federal  Reserve  notes,  increasing  idle  excess  reserve  credit.  The  imme- 
•diate  effect  would  not  be  to  efficiently  raise  the  price  level   as   anticipated, 
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and  the  ultimate  effect  might  be  to  help  create  another  and  worse  boom  than 
the  last  one. 

If  this  fiat  money  theory  were  to  take  a  more  radical  form,  such  as  for 
example  a  proposal  to  pay  old-age  pensions  of  $200,  per  month  by  printing 
money  instead  of  by  taxation,  the  general  price  level  would  uiuiuestionably 
rise.  But  it  would  not  be  a  healthy  rise.  It  would  be  a  sudden  and  uncon- 
trollable rise  that  would  go  far  beyond  the  point  of  restoring  a  proper  balance 
with  existing  costs.  Once  started,  even  if  further  pensions  were  suddenly  and 
cruelly  cut  off  entirely,  it  would  probably  cost  more  to  stop  the  rise  in  prices 
than  it  had  cost  to  start  it.  Having  already  squandered  our  national  credit, 
we  would  be  unable  to  stop  it  if  we  wanted  to,  and  the  result  would  be  a  wild 
inflation,  followed  by  another  depression,  and  perhaps  by  a  political  upheaval 
as  in  Germany,  leading  no  one  knows  where. 

In  an  effort  to  avoid  this  kind  of  extreme  inflation  of  prices,  while  at  the 
same  time  trying  to  raise  prices  a  moderate  amount,  the  so-called  Warren 
plan  of  dollar  devaluation  in  terms  of  gold  was  given  a  trial.  But,  like  so 
many  other  well-intentioned  plans,  this  did  not  work  out  efiiciently  in  prac- 
tice, for  the  reason  that  it  was  not  a  sound  theory  to  begin  with.  Its  principal 
accomplishment  was  to  aggravate  the  very  thing  that  had  caused  the  desire 
to  reduce  the  gold  content  of  the  dollar  in  the  first  place,  namely  an  artificially 
inflated  value  of  gold  due  to  withdrawal  of  large  quantities  of  the  metal  from 
the  open  markets  cf  the  world  into  idle  and  iniused  public  and  private  hoards. 
The  Warren  plan  aggravated  tiiis  situation  by  causing  the  United  States  to  buy 
and  withdraw  into  our  idle  hoard  more  and  more  gold  at  higher  and  higher 
prices.  The  result  was  to  make  free  gold  in  the  open  markets  of  the  world 
more  and  more  valuable  without  materially  influencing  our  domestic  price 
level.  Even  the  theory  that  lowering  the  gold  content  of  the  dollar  would 
stimulate  foreign  buying  in  the  United  States  by  gold-standard  countries 
proved  to  be  largely  fallacious.  Between  October  193.S  and  December  1934,  we 
decreased  the  gold  content  of  the  dollar  about  40  percent.  Our  domestic  price 
level  rose  about  10  percent  (including  both  consumer  goods  and  investment 
goods).  This  left  a  net  theoretical  advantage  of  30  percent  to  gold-standard 
coiuitries  as  an  inducement  to  buy  in  the  United  States.  At  the  same  time, 
by  making  gold  artificially  scarcer,  we  decreased  ])rices  in  gold-standard  coun- 
tries, thus  largely  nullifying  this  theoretical  advantage. 

In  France,  between  October  1933  and  December  1934,  the  general  price  level 
dropped  about  15  percent  (including  both  consumer  goods  and  investment 
goods).  In  addition,  business  in  gold  standard  countries  was  so  stagnated  in 
consequence  of  the  further  decline  in  prices  caused  by  our  action  as  to  largely 
nullity  any  inducement  to  buy  goods  from  us.  Furthermore,  gold  standard 
countries  could  and  did  restrict  importations  from  the  United  States.  All  in 
all,  the  only  influence  of  the  Warren  plan  on  our  foreign  trade  was  to  tem- 
porarily sub.^idize  exports  over  imports  to  the  extent  of  the  cost  of  the  gold 
we  actually  imported.  It  remains  to  be  seen  whether  we  will  ever  be  able  to 
sell  this  imported  gold  at  the  price  we  paid  for  it.  Tlie  chances  are.  over- 
whelmingly, that  we  won't.  We  boast  about  a  paper  profit  of  around 
$3,000,000,000  in  gold  devaluation.  Actually  our  Government  is  in  the  position 
of  a  market  operator  who  ha.s  create<l  a  corner  in  gold,  artificially  skyrocketing 
the  price.  Any  market  oi>erator,  in  wheat  for  example,  knows  that  the  paper 
profit  he  may  show  at  the  peak  of  a  corner  is  not  a  real  profit,  becau.se  .sooner 
or  later  he  must  liquidate  his  corner,  in  the  process  of  which  the  price  will 
inevitably  be  seriously  depressed.  Our  Government  is  in  a  particulai"ly  vul- 
nerable i)osition  in  that  some  other  co\n)tries  also  have  substantial  corners  in 
gold,  and  if  either  we  or  they  start  liquidating  a  scramble  to  dump  giold  at 
any  price  may  result  that  may  demoralize  the  price  entirely.  To  have  our 
dollar  anchored  to  gold  at  $3.")  an  ounce  under  such  conditions  would  be  to 
throw  Us-  into  a  wild  inflationary  boom  followed  by  another  severe  depression, 
Perhiips  the  most  fortunate  thing  that  could  happen  to  our  Government  in  this 
situation  would  be  if  our  Supreme  Court  should  decide  that,  while  our  Govern- 
ment has  the  right  to  set  aside  gold  contracts  between  parties  within  the 
United  States  on  reasonably  equitable  grounds,  it  has  no  right  to  set  aside  gold 
contracts  in  which  it  is  one  of  the  contracting  parties.  This  would  enable  the 
United  States  to  liquidate  its  corner  in  gold  by  paying  off  holders  of  gold- 
clause  bonds  in  actual  gold,  letting  these  holders  take  "their  chances  on  whether 
in  the  long  run  these  contracts  will  be  worth  uKu-e  or  less  than  contracts  in 
dollars.  Except  f<«r  this  outlet  for  our  gold  hoard,  world  conditions  may  so 
shape  themselves  in  the  next  few  years  that  this  hoard  may  not  be  worth  25 
percent  of  its  present  value. 
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Substantially  the  same  ecoiiouiic  fallacy  that  exists  in  this  gold-buying 
theory  also  exists  in  the  silver-buyinji-  theory.  The  value  of  silver  is  artifi- 
cially inflated.  Falling  prices  and  depression  is  being  created  in  silver-stand- 
ard countries,  which  incidentaly  isn't  helping  good  will  toward  the  United 
States.  And  we  are  building  ourselves  a  corner  in  silver,  showing  a  fictitious 
paper  profit,  that  may  ultimately  prove  to  be  a  real  loss. 

Professor  Warren  and  Professor  Fisher,  and  others  who  have  envisioned 
the  ideal  of  a  more  stable  unit  of  measure  of  value  than  gold  or  silver  are 
absolutely  right  in  their  contention  that  a  fixed  weight  of  any  precious  metal 
will  never  provide  a  stable  dollar  or  a  stable  general  price  level.  The  specu- 
lative hoarding  and  dumping  possible  in  anything  as  limited  in  quantity  as 
precious  metal  is  bound  to  radically  fluctuate  its  value.  But  they  are  wasting 
their  time  and  jeopardizing  their  ideal  in  trying  to  devise  ingenious  schemes 
to  build  a  sound  and  stable  currency  uponi  a  base  of  precious  metal.  An  en- 
tirely different  method  of  attacking  this  problein  is  necessary  if  the  ideal  of 
a  restored  and  then  stabilized  domestic  general  price  level  is  to  be  converted 
into  a  practical  realization.     How  this  can  be  done  will  now  be  described. 

AN  IMMEDIATE  PRACTICAL  SOLUTION  UNDER  PRESENT  CONDITIONS,  THAT  PEJRMITS 
LIVING  UP  TO  GOLD  CONTRACTS  100  PERCENT,  THAT  JIBETS  THE  OBJECTIONS  OF 
MONETARY  CONSERVATIVES  AND  AT  THE  SAME  TIME  ACHIEVES  THE  IDEAL  OF 
MONETARY  LIBERALS,  THAT  INVOLVES  NO  CURTAILMENT  OF  LIBERTY  IN  INDIVIDUAL 
ENTERPRISE  EITHER  IN  INDUSTRY  OR  BANKING,  AND  THAT  INVOLVES  NO  FURTHER 
ELABORATE   SPENDING    OF   BORROWED   MONEY 

As  has  been  shown,  the  cause  of  unemployment  is  a  rapid  fall  in  the  general 
level  of  prices,  combined  with  a  less  rapid  fall  in  wage  and  overhead  costs. 
Such  rapid  falls  in  the  general  level  of  prices  are  inevitable  under  a  gold 
standard  (or  any  other  precious  metal  standard),  because  individuals  and 
governments  cannot  be  prevented  from  periodically  taking  the  notion  to  specu- 
latively hoard  gold,  thereby  inflating  its  value  and  causing  prices  based  on 
gold  to  rapidly  fall. 

The  first  essential  for  efficiently  restoring  and  then  stabilizing  the  domestic 
price  level  is  to  once  again  cut  the  dollar  loose  entirely  from  any  fixed  weight 
of  gold,  in  other  words,  to  place  it  in  the  same  condition  as  the  British  pound 
happens  to  be  at  the  present  time  (not  that  the  British  pound  is  in  any  other 
respect  a  proper  model  for  a  restore!  and  stabilized  dollar).  If  the  dollar  is 
not  permanently  cut  loose  from  gold,  it  cannot  be  stabilized  in  value,  because 
it  will  continually  be  disturbed  by  the  vasillations  in  gold  speculation  that 
sweep  the  world. 

The  next  step  in  such  a  program  is  to  properly  take  care  of  outstanding  gold 
contracts.  Whether  or  not  the  Supreme  Court  should  decide  that  the  Govern- 
ment has  the  right  to  change  the  terms  of  its  own  obligations  payable  in  gold, 
it  is  submitted  that  it  would  be  of  advantage  to  the  Government  to  pay  interest 
and  principal  on  these  obligations,  as  due,  in  actual  gold,  thus  providing  an 
outlet  for  the  otherwise  speculatively  dar;gerous  corner  in  gold  now  held. 

If  the  Supreme  Court  should  hold  that  our  Government  has  no  right  to 
abrogate  gold  contracts  even  when  it  is  not  one  of  the  contracting  parties,  it  is 
recommended  that  the  Government  immediately  reverse  the  process  by  which  it 
forced  gold  from  $20  per  ounce  to  $35  per  ounce,  selling  gold  at  lower  and 
lower  prices  until  the  price  is  once  more  down  to  $20  per  ounce  or  lower.  The 
dollar  being  completely  cut  loose  from  gold,  this  procedure  would  have  no 
influence  whatever  on  the  domestic  price  level.  Thereafter  the  remaining  gold 
in  the  Treasury  could  be  applied  to  paying  off  Federal  obligations  payable  in 
gold.  In  the  meanwhile,  it  could  serve  as  a  gold  reserve,  to  satisfy  those 
people  who  like  to  feel  that  this  idle  gold  reserve  is  there,  just  in  case  some- 
thing goes  wrong  with  the  new  monetary  plans. 

The  next  step  recomm,ended  is  to  set  up  a  new  Government  owned  corpora- 
tion, whose  sole  business  shall  be  to  efficiently  restore  and  then  stabilize  the 
purchasing  power  of  the  dollar.  This  corporation  would  be  empowered  to  issue 
currency.  But  it  would  not  be  permitted  to  issue  fiat  currency.  Every  dollar 
it  issues  must  be  backed  100  percent  by  basic  wealth  in  liquid  form  that  can 
be  immediately  sold  i'f  necessary  to  support  the  value  of  that  currency.  This 
corporation  would  issue  such  currency  by  buying  such  basic  wealth  whenever 
the  domestic  general  price  level  was  below  normal,  and  vice  versa.  The 
basic  wealth  invested  in  must  at  all  times  comprise  a  reasonable  cross-section 
of  all  wealth ;  otherwise  the  corporation  would  not  be  a  sound  institution.    For 
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example,  a  central  bank  of  issue  such  as  has  been  proposed,  intended  to  supply 
a  currency  of  stable  general  purchasing  power  and  to  be  operatetl  along  tra- 
ditional central  banking  lines  with  investments  in  precious  metal,'  governments, 
private  paper  and  foreign  exchange,  would  not  be  a  sound  institution.  Sooner 
or  later  it  would  be  forced  to  choose  between  tremendoas  losses  or  abandoning 
its  dollar-stabilizing  program.  The  ideal  cross-section  of  basic  wealth  for  a 
sound  dollar-stabilization  corporation  would  be  the  same  items  as  used  to 
determine  the  general  level  of  prices ;  for  example,  50  most  heavily  traded 
consumer  goods  of  a  certain  kind,  and  50  most  heavily  traded  investment 
goods  of  a  certain  kind,  both  classes  of  goods  being  equally  important  in 
influencing  business  activity. 

This  dollar-stabilization  corporation  would  really  be  of  the  nature  of  a  Gov- 
ernment-owned investment  trust.  It  would  differ  from  every  other  kind  of 
an  investment  trust  in  that  its  outstanding  obligations  (currency  instead  of 
the  usual  common  stock)  would  be  kept  stable  in  value  by  being  issued  or 
retired  whenever  this  value  departed  from  a  specifically  defined  normal. 

This  corporation,  at  a  time  like  the  present,  could  be  set  up  with  a  negligible 
initial  working  capital,  and  thereafter  it  would  be  profit  making.  It  could 
be  liquidated  100  percent  at  any  time  in  the  future  that  its  utility  might  cease 
to  exist,  without  loss. 

This  corporation  need  not  interfere  with  existing  outstanding  currency,  at 
least  not  at  present.  Ultimately  all  currency  should  be  simplified  and  unified. 
By  making  the  new  currency  interchangeable  witli  all  other  forms  of  United 
States  currency,  its  efficient  stabilization  would  result  in  the  stabilization  of  all 
other  currency,  provided  no  radical  changes  in  other  forms  of  currency  were 
I)ermitted.  This  new  corporation  would  not  interfere  at  all  with  the  strictly 
banking  functions  of  the  Federal  Reserve  banks  or  other  banks.  Neither  would 
it  interfere  in  any  way  with  the  borrowing,  refinancing,  or  other  functions  of  the 
Treasury  Department. 

In  the  present  situation  this  corporation  would  immediately  start  an  efficient 
restoration  of  the  domestic  general  price  level  by  buying  and  withdrawing  basic 
wealth  from  the  markets.  At  the  same  time  it  would  induce  a  healthy  demand 
for  bank  loans  to  expand  business  enterprises  in  view  of  the  improved  prospects 
for  business  profits.  This  in  turn  would  induce  a  healthy  speculation  in  the 
direction  of  a  restored  price  level,  bringing  this  objective  to  a  quick  realization. 

After  the  domestic  general  price  level  had  thus  been  restored,  and  involuntary 
unemployment  had  been  substantially  eliminated,  the  problem  would  be  likely  to 
turn  into  one  of  preventing  another  boom,  with  its  exorbitant  business  profits. 
The  proposed  dollar  stabilization  corporation  would  just  as  efficiently  correct 
that  kind  of  a  condition  by  selling  as  much  of  its  assets  and  retiring  as  much  of 
its  outstanding  currency  as  necessary.  Incidentally,  this  would  involve  a  profit, 
because  these  assets  would  have  been  purchased  at  lower  prices. 

It  is,  of  course,  impossible  in  a  brief  description  of  this  kind  to  cover  every 
detail  of  organization  and  operation  of  this  proposed  dollar  stabilization  cor- 
poration. Such  details,  however,  liave  largely  been  worked  out,  and  it  is  believed 
that  any  questioning  as  to  how  this  corporation  might  work  out  in  practice  under 
any  particular  set  of  conditions  can  be  satisfactorily  answered. 

The  Chairman.  Mr.  Frank  L.  Peckham,  vice  president  Sentinels 
of  the  Republic. 

STATEMENT  OF  FRANK  L.  PECKHAM,  WASHINGTON,  D.  C,  VICE 
PRESIDENT  SENTINELS  OF  THE  REPUBLIC 

The  Chairman.  You  represent  the  Sentinels  of  the  Republic? 

Mr.  Peckham.  Yes,  Mr.  Chairman. 

The  Chairman.  What  is  that  oro:anization  ? 

Mr.  Peckham.  That  is  an  oro;anization  that  was  formed  in  1922 
and  has  been  active  ever  since,  in  opposition  to  all  measures  that  tend 
further  and  further  to  centralize  power  and  responsibility  in  the 
Federal  Government  at  Washinfjton  over  various  sorts  of  matters 
that  primarily  should  not  only  be  under  the  control  of  the  States 
and  local  governments  but  for  which  those  local  governments  are 
primarily  responsible  as  well. 
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Senator  Gouzens.  Have  you  ever  filed  with  the  House  of  Repre- 
sentatives the  amount  of  money  that  you  have  collected  and  the 
disbursements  of  it? 

Mr.  Peckham.  I  do  not  think  we  ever  have,  Senator. 

Senator  Couzens.  I  see  the  Liberty  League  does,  and  other  sucL 
propaganda  organizations.  I  wonder  why  you  do  not  submit  a  report 
to  the  Government. 

Mr.  Peckham.  I  do  not  laiow  that  we  fall  within  the  provisions 
of  that  act.  I  will  admit,  too,  that  we  have  never  had  enough  money 
to  justify  making  a  report  of  it. 

Senator  Couzens.  How  much  money  have  you  had? 

Mr.  Peckham.  I  do  not  know"  the  exact  dollars  and  cents,  but 
we  have  had  a  comparatively  small  amount,  based  upon  contribu- 
tions of  dues  of  2  to  5  and  10  dollars  of  some  four  or  five  thousand 
people,  at  different  times. 

The  Chairman.  All  over  the  country? 

Mr.  Peckham.  All  over  the  country. 

Senator  Couzens.  Is  that  your  maximum  contribution,  $10? 

Mr.  Peckham.  I  would  judge  so,  although  I  personally  have  con- 
tributed more  than  that  at  times. 

Senator  Couzens.  Who  are  the  officers  of  your  organization  ? 

Mr.  Peckham.  Mr.  Alexander  Lincoln,  of  Boston,  Mass.,  is  the 
president. 

I  am  a  lawyer  of  Washington,  and  the  vice  president. 

Mr.  William  H.  Coolidge,  of  Boston,  is  the  treasurer. 

Mrs.  John  Balch,  of  Milton,  Mass.,  is  the  secretary. 

Mr.  Thomas  F.  Cadwalader,  of  Baltimore,  Md.,  is  the  chairman  of 
the  executive  committee. 

Mr.  Raymond  Pitcairn,  of  Philadelphia,  is  the  national  chairman, 
and  Mr.  H.  G.  Torbert,  of  Washington,  D.  C,  is  executive  secretary. 

Senator  Couzens.  Are  you  on  a  national  retainer? 

Mr.  Peckham.  No,  Senator;  I  give  my  time  and  have  since  1923 
without  remuneration,  and  have  paid  all  of  my  own  expenses. 

Senator  Couzens.  Do  you  know  what  the  annual  income  has  been 
in  any  1  year  ? 

Mr.  Peckham.  No  ;  I  do  not.  I  mean  I  haven't  the  exact  figures. 
I  can  probably  get  that  and  would  be  glad  to  put  it  in  the  record  if 
you  would  like  it.  Senator. 

The  Chairman.  All  right,  proceed,  Mr.  Peckham. 

Mr.  Peckham.  Mr.  Chairman,  the  statement  that  I  have  prepared 
here,  while  only  part  of  it  is  directed  at  this  present  bill,  expresses 
the  philosophy  behind  our  opposition  to  this  measure,  and  if  I  might 
read  it  through  I  can  do  it  in  a  very  few  minutes  and  it  will  serve 
to  explain  our  opposition  to  everything  after  the  enacting  clause  in 
the  bill  that  is  now  before  the  committee. 

The  Chairman.  Proceed. 

Mr.  Peckham.  At  our  annual  meeting  in  New  York  on  January  26 
this  year  we  had  this  bill  and  similar  measures  under  consideration, 
and  we  adopted  this  brief  statement  of  our  legislative  policy  as  to 
these  various  measures. 

Declaration  adopted  by  Sentinels  of  the  Republic  at  annual  meeting  held  in 
New  York,  January  26,  1935. 

The  Sentinels  of  the  Republic  have  consistently  opposed  the  consolidation  of 
government  and  the  centralization  of  power  so  much  dreaded  by  the  long  line 
of  statesmen  bred  in  the  American  traditions  of  liberty  and  self-government. 
1097SO — .35— PT  8—9 


674  ECONOMIC  SECURITY  ACT 

They  have  hitherto  successfully  opposed  such  measures  in  aid  of  bureaucracy 
and  irresponsible  government  as  the  so-called  "  child  "  labor  amendment  which 
would  give  to  Congress  the  power  "  to  limit,  regulate,  and  prohibit  the  labor 
of  persons  under  18  years  of  age."  The  very  wording  of  this  measure  should 
be  abhorrent  to  true  Americans,  and  the  fact  that  three-fourths  of  the  States 
rejected  it  within  3  years  after  its  proposal  by  Congress  in  1924  confii-ms  this 
judgment.  A  special  committee  of  the  American  Bar  Association,  composed  of 
distinguished  lawyers,  has  announced  its  opinion  that  by  the  expiration  of 
time  rejectiuu  by  the  Stales  has  become  tiuai  under  the  Constitution,  and  that 
the  amendment  could  not  now  be  validly  ratified  by  State  action  alone,  but 
that  it  would  have  to  come  to  the  States  again  as  a  new  proposal  from  the 
Coiigi-e.ss.  Nevertheless,  tlie  attempt  is  being  made  to  secure  its  ratification 
in  many  States  which  Imve  repeatedly  refused  their  assent.  We  protest  against 
this  unconstitutional  effort  to  vitiate  a  Constitution  dedicated  to  human  liberty. 

We  recognize  the  extreme  difficulty  of  the  problems  which  the  depression  has 
brought  upon  oui-  country  and  are  in  hearty  sympathy  with  every  effort  made 
in  good  faith  to  restore  public  confidence,  promote  business  recovery,  and  relieve 
sufi'ering  and  want.  But  periods  of  emergency,  as  the  Supreme  Court  has 
declared,  do  not  justify  a  resort  to  measures  by  which  power  is  assumed  which 
is  not  granted  by  the  Constitution  or  which  do  violence  to  the  rights  therein 
guaranteed,  invading  the  reserved  rights  of  the  States  to  govern  themselves 
in  local  matters,  and  tending  to  destroy  the  liberties  of  the  citizen.  Unfor- 
tunately, a  large  body  of  legislation  of  this  character  has  already  been  pro- 
posed by  Congress  and  now  has  to  stand  the  practical  tests  of  experience  and 
of  judicial  interpretation  or  rejection.  We  must  rely  on  the  conscience  and 
characier  of  our  courts,  but  we  must  also  arouse  the  si)ivit  of  the  people  whose 
essential  freedom  is  at  stake. 

New  and  equally  startling  proposals  are,  however,  now  before  Congress,  and 
on  these  we  wish  to  record  our  definite  judgment.  The  proposed  appropriation 
of  the  astronomical  sum  of  $4,800,000,000  to  be  spent  in  the  uncontrolled  dis- 
cretion of  the  President  to  make  work  for  millions  of  the  unemployed  is  fraught 
with  so  much  risk,  economic  and  social,  that  we  demand  that  in  any  event 
this  expenditure  be  safeguarded  by  a  provision  prohibiting  its  use  in  competi- 
tion with  private  business  enterprise.  The  wisdom  of  the  expenditure  must 
remain  doubtful  and  the  delegation  of  power  is  so  unrestricted  as  to  raise  most 
serious  objections.  At  least  the  purposes  to  which  the  money  can  be  lawfully 
applied  should  be  defined  or  the  effect  will  be  hardly  distinguisliable  from  the 
estal>lishment  of  a  dictatorship, 

Tlie  proposed  "  social  security  "  legislation,  under  which  Congress,  by  so-called 
"  Federal  aid  ".  will  in  effect  subsidize  or  bribe  the  several  States  with  the 
money  of  the  taxpayers  to  adopt  highly  complex  and  experimental  schemes  of 
uneni])loyHipnt  insurance,  old-age  pensions,  help  for  mothers  and  infants,  child 
wellaie,  and  local  puhlic-health  programs,  presents  in  aggravated  form  the 
objections  we  long  and  successfully  urged  against  less  ambitious  proposals  and 
measures  covering  the  same  fields  of  jjurely  local  legislation.  After  a  lengthy 
struggle  we  secured  the  repeal  of  the  Sheppard-Towner  Maternity  Act,  and  we 
now  are  equally  hostile  to  tlie  principle  therein  embodied  and  now  involved  in 
the  new  program  of  social  legislation.  In  a  country  so  vast  and  diverse  social 
reform  can  be  wisely  and  succes.sfully  accomplished  only  by  State  or  municipal 
legislation,  wliich  can  <  asily  be  tested,  repealed,  or  modified  in  accordance  with 
local  exiierience.  Witness  the  successful  abolition  of  child  labor  in  industry 
by  State  laws,  the  adoption  of  workmen's  compensation  insurance  in  most  of  the 
industrial  States,  and  the  vast  improvement  in  educational  and  public-health 
service,  all  under  State  legislation  and  administration  and  at  the  expense  of 
the  resjiective  c-onununities.  The  progress  of  social  reform  in  the  T'nited  States  • 
has  been  rapid  and  genuine  under  our  system  of  comnmnity  resjionsibility.  It 
may  easily  become  perverted  by  the  meddling  of  an  irresiionsible  directing 
])un  aucracy.  All  these  fields  of  State  action  involve  private  right  and  domestic 
problems,  and  were  wisely  withheld  )»y  the  founders  from  Federal  control.  None 
of  tboe  matters  involves  recovery.  The  proposed  Federal  legislation  is  designed 
to  he  iiernianent.  and  if  enacted  will  work  a  permanent  and  unwholesome  disloca- 
tion of  cur  scheme  of  government. 

Congress  has  no  ])ower  to  legislate  on  these  subjects.  It  can  only,  in  fact, 
appropriate  money  for  purposes  for  which  it  has  no  constitutional  sanction  to 
act  at  all.  In  so  doing  it  will  further  weaken  the  sense  of  responsiliility  of  the 
I)eoi1f.  make  confirmed  beggars  of  our  States  and  cities,  and  stimulate  an 
unheallby  growth  of  doctrinaire  scliemes  in  place  of  the  wholesonie  nu^asures 
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which  an  aroused  public  conscience  will  enact  when  tlie  need  becomes  evident. 
We  are  strongly  opposed  to  proposed  amendments  to  the  Constitution  which 
would  give  Congress  power  to  reguhxte  hours  and  conditions  of  labor  and  to 
legislation  proposing  to  limit  hours  and  conditions  of  labor,  which  latter  is 
without  a  vestige  of  constitutional  support. 

At  our  meeting  in  New  York  we  also  recorded  our  opposition  to 
the  scheme  of  embodying  all  sorts  of  social-welfare  measures  in  one 
bill,  such  as  has  been  done  in  the  pending  bill.  We  recommend  and 
request  that  the  several  measures  be  separated  and  proposed  in  sepa- 
rate bills,  so  that  each  will  be  considered  upon  its  own  special  merits 
and  demerits. 

Heretofore  many  so-called  "  Federal  aid  "  measures,  embodying 
the  same  vicious  princii^les  that  appear  in  the  pending  bill,  have  been 
urged.  Some  have  been  adopted,  others  defeated.  In  all  cases  they 
have  been  supported  by  a  plea  that  they  were  intended  only  to  stimu- 
late the  States  to  put  into  effect  social  schemes  proposed  by  lobbyists 
and  bureaus  in  Washington. 

As  so  often  hajDpens  in  the  administration  of  stimulants,  the  con- 
stant dosage  of  the  States  with  financial  stimulant  from  the  Federal 
Treasury  has  made  of  the  States  and  local  communities  "  stimulant 
addicts."  The  cumulative  effect  of  "  Federal-aid "  legislation  in 
the  past  has  been  that  during  the  period  of  depression  and  now 
we  find  the  States  and  cities  lying  like  mendicants  at  the  door  of 
Congress,  begging  Federal  alms,  instead  of  going  about  the  business 
of  trying  to  solve  their  local  problems  in  their  own  respective  ways. 
And  this,  too,  in  spite  of  the  fact  that  many  of  the  States  and  com- 
munities will  in  the  long  run  have  to  contribute  to  the  Federal 
Treasury  much  more  than  they  ever  receive. 

The  Chairman.  Thank  you  very  much. 

STATEMENT  OF  HUGO  E.  CZERWONKY,  WASHINGTON,  D.  C. 

The   Chairman.  Mr.  Czerwonky,  you  represent  yourself,  I  see. 

Mr.  Czerwonky.  I  have  been  down  here  in  Washington  a  year 
last  November,  and  for  the  first  part  of  my  stay  down  here  I  was 
employed  as  senior  materials  engineer  with  the  Agricultural  Ad- 
justment Administration,  to  make  an  engineering  study  of  the 
problem  of  distribution. 

Senator  King.  Distribution  of  commodities? 

Mr.  Czerwonky.  Of  everything,  just  the  general  problem  itself. 
That  may  seem  rather  ridiculous,  but  that  was  the  fact. 

Senator  King.  Just  like  some  other  problems  suggested  in  other 
departments. 

The  Chairman.  Are  you  in  that  work  now? 

Mr.  Czerwonky.  No,  sir;  I  am  associated  right  now,  just  in  the 
past  week,  with  the  National  Monetary  Conference,  which  has  just 
been  formed. 

Senator  King.  You  mean  the  one  that  Senator  Owen  is  connected 
with? 

Mr.  Czerwonky.  Yes,  sir.  I  just  want  to  explain  briefly  what 
my  study  involved.  It  involved,  in  the  first  place,  a  thorough-going 
analysis  of  our  exchange  methods,  how  the  exchange  of  goods  was 
facilitated,  in  an  effort  to  find  out  where  it  broke  down. 

The  Chairman.  All  right,  Mr.  Czerwonliy,  you  may  go  ahead 
with  your  statement. 
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Mr.  CzERwoNKY.  That  was  a  theoretical  study.  Then  immedi- 
ately after  that,  at  the  suggestion  of  Mr.  Baker,  who  is  F.  E.  K.  A., 
who  stated  to  me  at  that  time,  "  Hugo,  you  are  not  doing  anything 
right  now  anyhoAv.  Supj)osing  you  make  a  study  of  the  self-help 
cooperative  movement,  and  at  the  same  time  continue  your  study 
along  those  particular  lines."  So  I  began  my  assignment  with  the 
division  of  self-help  cooperatives  with  but  one  thought  in  my  mind. 
I  began  to  make  a  thorough-going  dispassionate,  impartial  study  of 
how  the  exchange  mechanism  functioned. 

After  that  assignment  was  completed  last  October  I  made  some 
diagrams  in  which  I  pictorially  attempted  to  show  just  how  that 
exchange  mechanism  functioned  and  where  it  broke  down.  I  have 
gone  to  considerable  expense  in  doing  that  particular  thing.  The 
National  Monetary  Conference  will  possibly  use  it. 

The  Chairman.  You  may  proceed  to  discuss  the  bill,  Mr. 
Czerwonky. 

Mr.  Czerwonky.  The  problem  essentially  is  this;  in  discussing 
this  problem  we  have  to  look  at  it  in  a  most  dispassionate  way.  I 
want  the  committee  to  understand  I  am  100  percent  for  social 
security. 

The  Chairman.  Are  you  for  this  bill  ? 

Mr.  Czerwonky.  I  just  want  to  point  out  some  assumptions  in 
this  bill.  Those  assumptions  are  very  important.  There  are,  of 
course,  several  schools  of  economic  thinking — possiblj''  some  of  you 
gentlemen  never  heard  of  the  school  of  thinking  on  the  question  of 
economics  as  it  applies  to  a  nation.  There  was  a  school  of  thinking 
likewise  who  think  in  terms  of  economics  as  it  applies  to  an  indi- 
vidual. That  school  of  thinking  is  represented  in  the  thinking  of 
Marshall.  You  gentlemen  are  possibly  acquainted  with  Marshall. 
He  defines  economics  as  how  an  individual  earns  his  income  and  how 
he  spends  it. 

Senator  King.  Some  of  us  have  read  Marshall  and  John  Stuart 
Mill. 

Mr.  Czerwonky.  And  Adam  Smith. 

Senator  King.  And  Adam  Smith  and  down  to  Mr.  Dewey.  We 
know  them,  so  you  need  not  assume  that  we  do  not  know  anything 
about  national  economics  as  well  as  individual  economics. 

Mr.  Czerwonky.  The  entire  teaching  of  those  textbooks  repre- 
sents the  economics  as  it  applies  to  an  individual.  There  is  an  alto- 
gether new  school  of  thought  which  is  represented  by  Frederick 
Soddy,  and  which  is  represented  likewise  by  Major  Douglas,  who  are 
approaching  this  problem  from  the  national  viewpoint. 

In  other  words,  the  problem,  stating  it  briefly,  is  not  how  an  indi- 
vidual earns  his  income  and  how  he  spends  it,  but  how  a  nation 
earns  its  income  and  how  it  spends  it.  We  are  approaching  the 
problem,  you  might  say,  from  the  dynamic  standpoint.  For  in- 
stance, we  do  not  define  money  as  a  medium  of  exchange,  we  look  at 
it  from  a  functional  angle.  Money  is  the  medium  for  effecting  the 
exchanf^e  of  goods  and  services. 

Senator  King.  That  means  purchasing  power  really,  doesn't  it? 

Mr.  Czerwonky.  Dollars  are  normally  used  for  buying  goods.  I 
bring  that  out  in  just  a  few  words  to  point  out  to  you  that  there  are 
two  distinct  lines  of  approach. 
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This  entire  bill  was  approached,  mind  you,  not  from  a  viewpoint 
of  whether  unemployment  insurance  was  sound.  The  objective  in 
presenting  this  bill  was  to  present  a  method  by  which  reserves  could 
be  kept  up. 

Now  the  question  that  you  gentlemen  will  have  to  decide,  first  of 
all,  is  this :  These  are  the  assumptions  that  are  back  of  this  bill,  and 
you  have  to  understand  the  monetary  theory  in  order  to  grasp  its 
signiHcance.  The  assumption  is  that  by  selling  the  reserves  for 
dollars  that  the  depression  will  be  broken,  that  bonds  will  be  sold  to 
people  who  would  otherwise  accumulate  or  hoard  dollars.  That  is 
one  of  the  big  assumptions.  Another  one  is  that  the  reserves  will  be 
able  to  be  disposed  of  for  a  price  which  is  the  base  price  inscribed 
thereon. 

Now  in  setting  up  these  unemployment  reserves  it  must  be  re- 
membered that  as  soon  as  the  Treasury  Department  receives  the 
dollars  that  are  contributed  by  the  luanufacturers,  or  by  the  indi- 
viduals, from  the  tax  on  their  pay  rolls,  that  those  dollars  have  to  be 
immediately  disposed  of.  The  Treasury  Department  no  longer  holds 
the  dollars.  As  soon  as  it  gets  them  in  its  possession  it  attempts  to 
dispose  of  them.  Now  they  can  go  out,  you  understand,  and  buy 
United  States  Government  bonds.  If  they  buy  United  States  Gov- 
ernment bonds,  of  course,  the  dollars  are  no  longer  in  the  Treasury 
Department. 

If  they  hold  the  dollars — looking  at  our  economic  system  in  a 
functional  manner — our  economic  system  breaks  down,  because  the 
dollars  that  are  taken  away  from  employers  and  from  employees 
form  part  of  the  selling  price  of  the  goods  that  are  for  sale  in  the 
markets  of  the  Nation. 

If  the  reserves  are  in  the  form  of  United  States  bonds  and  a  de- 
pression sets  in,  then  unemployment  takes  place,  and,  of  course,  it  is 
the  function  of  the  Treasury  Department  to  dispose  of  those  bonds. 
But  I  say  it  has  to  dispose  of  those  bonds  to  those  people  who  would 
not  otherwise  exercise  claims  to  goods — in  other  words,  people 
who  would  hoard  dollars.  To  that  extent  can  it  assist  a  trifle  to 
overcome  some  of  the  effect,  but  the  primary  cause  of  unemploy- 
ment is  unborn  purchasing  power.  The  dollars  now  are  originating 
and  the  goods  are  accumulatino;  in  the  markets  of  the  Nation  because 
the  manufacturers  cannot  dispose  of  the  goods  profitably  that  they 
currently  bring  to  the  market.  Manufacturers  do  not  close  their 
plants  down  willinglj'.  They  do  that  as  a  last  resort.  They  reduce 
prices  to  the  extreme.  When  they  can  no  longer  get  cost,  then 
they  have  to  discharge  their  employees.  The  humanitarian  factor 
has  to  temporarily  be  permitted  to  go  by  the  boards,  if  you  will, 
because  it  will  break  the  concern  otherwise. 

Now  you  are  bringing  up  in  the  House  the  Steagall  bill,  and  this 
Steagall  bill  has  a  tremendous  effect  as  applied  to  unemployment 
insurance.  The  Federal  Heserve  is  going  to  resort  to  open-market 
operations.  It  is  going  to  buy  bonds  and  give  dollars,  or  give 
reserves  to  the  member  banks  for  the  bonds  which  they  are  now, 
holding.  The  object  of  that  particular  method  is  to  furnish  the  nec- 
essary dollars  with  which  to  pick  up  the  goods  that  are  for  sale  in 
the  markets  of  the  Nation. 

In  the  open-market  operation  we  are  adding  more  dollars  into  the 
system,  dollars  that  did  not  exist  before.     Now,  to  explain  how  that 
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procedure  takes  place  will  take  a  little  time.  I  will  not  go  into 
details,  but  the  open-market  operation,  essentially,  was  the  purchase 
by  the  Federal  Reserve  Board  of  bonds  which  are  not  claims  to  goods 
but  are  deferred  claims  to  dollars,  and  exchanged  for  with  dollars. 
They  are  new  dollars  that  come  into  the  system. 

Now,  if  the  Senate  and  House  are  going  to  pass  the  Steagall  bill, 
its  object  then  is  to  give  us  economic  security  by  seeing  to  it  that 
no  clogging  of  goods  in  the  markets  takes  place.  The  object  is  to 
overcome  unemployment  in  that  very  process.  So,  if  that  procedure 
be  followed,  then  there  is  no  need  for  setting  up  unemployment  re- 
serves, because,  in  effect,  the  Government  is  going  in  and  just  buy- 
ing the  bonds  and  originating  new  dollars  to  take  the  place  of  the 
bonds  which  the  parties  hold.  You  are  just  needlessly  punishing 
the  community,  the  employers,  and  employees,  in  that  process. 

So,  my  reason  for  opposing  the  unemployment-insurance  bill,  if 
you  will,  is  primarily  this,  that  it  does  not  get  at  the  bottom  of  the 
thing,  it  just  leads,  you  might  say,  to  forced  saving  by  the  com- 
munity, and  that  in  itself  does  not  create  any  new  dollars  when  the 
depression  takes  place. 

I  have  these  diagrams,  as  I  said  before,  but  I  cannot  explain  them 
very  well  in  a  few  minutes. 

Now,  there  are  just  a  few  things  that  I  would  like  to  mention  in 
connection  with  the  old-age  security.  That  is  a  matter  of  prime 
importance.  I  believe  you  gentlemen  will  agree,  though,  that  in 
any  old-age  security  measure  the  attempt  should  be  made  to  get  as 
few  elements  in  determining  the  eligibility  of  individuals  in  the 
measure  as  is  possible.  For  instance,  putting  it  this  way,  if  we 
make  a  provision  that  a  person  just  has  to  certify  his  age  as  65,  it  is 
a  simple  bill,  because  then  all  the  person  has  to  do  is  provide  his 
birth  certificate,  and  there  is  absolutely  no  discrimination  then. 
Most  people  can  get  those  birth  certificates,  or  can  get  data  to  sub- 
stantiate their  age. 

Now,  if  we  introduce  other  elements  in  the  measures,  for  instance 
that  the  individual  must  not  own  property  more  than  a  certain 
amount,  we  introduce  another  element  of  confusion  and  another  ele- 
ment of  investigation.  If  we  institute  another  one,  that  a  person  is 
only  eligible  providing  he  has  no  children  who  can  support  him,  we 
institute  another  one  of  these  provisions  which  amounts  to  an  ele- 
ment of  confusion. 

Senator  King.  You  certainly  do  not  think  that  the  Government 
ought  to  pay  benefits  to  a  man  who  is  worth  a  million  dollars? 

Mr.  CzERWONKY.  Now,  let  me  get  to  that. 

Senator  King.  Can  you  answer  that  question? 

Mr.  CzERWONKY.  I  will  come  to  that  question,  yes. 

Senator  King.  You  are  criticizing  some  of  the  provisions.  You 
say  it  is  the  introduction  of  new  factors  and  elements  into  the 
measure.  Undoubtedly  that  is  true,  but  do  you  think  that  a  bill 
ought  to  be  passed  which  provided  that  just  as  soon  as  you  pro- 
duced a  birth  certificate  that  stated  you  were  65  years  of  age  you 
ought  to  get  an  old-age  pension,  although  you  might  be  worth  a 
million  dollars? 

Mr.  CzERWONKY.  I  think  it  is  possible.  Understand  I  am  not 
recommending  the  immediate  advocacy  of  old-age  income  assurance 
at  this  moment.     My  viewpoint  is  this,  that  we  should  get  industry 
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running  at  full  speed  again,  and  after  we  get  industry  running  at 
full  speed,  when  our  income  is  up  to,  Ave  will  say,  $89,000,000,000  or 
$90,000,000,000,  as  it  was  in  1929,  or  if  we  go  to  a  hundred  billion, 
we  can  very  easily  tax  away  from  the  citizens  a  small  part  of  their 
income  and  divert  it,  if  you  will,  to  our  old  people. 

We  think,  if  the  Steagall  bill  goes  through,  we  would  have  an 
agency  for  the  first  time  in  our  economic  system  which  will  have  the 
power  to  counteract  the  tendency  of  people  to  accumulate  dollars 
through  habit,  which  breaks  up  our  system,  because  through  the 
market  operations  it  is  going  to  neutralize  the  accumulation  of  dol- 
lars by  individuals,  and  then,  because  we  have  the  element  of  resist- 
ance, we  can  resort  to  a  new  type  of  taxation  which  previously  was 
absolutely  unsound,  that  is  a  general,  graduated,  manufacturers' 
sales  tax  on  finished  products,  understand,  and  by  that  method  divert 
to  our  old  people  a  small  amount  of  income. 

The  method  of  providing  for  old  age  by  the  investment  method  is 
sound  when  it  is  applied  to  an  individual,  but  as  far  as  providing  any 
adequate  income  for  old  age  to  a  nation,  I  believe  it  is  not  as  practical. 

There  are  IOI/2  million  people  in  this  Nation  who  are  beyond  the 
age  of  60.  If  we  desire  to  provide  them  with  $1,0(X)  a  year  income, 
or  taking  $1,200  for  round  figures  per  year,  that  would  be  $100  a 
month;  I  am  not  advocating  that  large  an  amount,  but  if  that  was 
our  intention,  that  would  mean  if  there  were  10,000,000  people  who 
were  eligible,  $12,000,000,000  would  have  to  be  provided  for  our  old 
people  per  year.  Now,  $12,000,000,000,  figured  at  6-percent  interest, 
would  mean  we  would  have  to  have  an  investment  of  200  billions  of 
dollars  from  which  we  would  get  a  return  in  order  to  provide  for  these 
old  people. 

Now,  it  is  physically  possible,  with  the  equipment  that  we  have 
today  in  our  industrial  plants,  to  turn  out  considerably  more  than  the 
quantity  of  products  that  we  turned  out  in  1929.  The  Brookings 
report,  for  instance,  showed  we  could  have  produced  at  least  15  per- 
cent more,  and  that  was  basing  it  on  the  operation  of  our  plants  for 
51  hours.  It  did  not  include,  for  instance,  the  operation  of  the 
machinery  tAvo  shifts  a  day.  So  it  is  perfectly  possible,  with  even 
the  equipment  we  have  today,  to  turn  out  a  considerable  quantity  of 
goods  in  excess  of  what  Ave  did  in  1929.  The  only  reason  Ave  did  not 
produce  it  this  year  is  because  the  goods  could  not  be  profitably  sold  in 
the  markets  of  the  Nation. 

The  primary  problem  then  is,  as  I  say,  to  provide  in  such  a  way 
that  everybody  contributes,  and  in  such  a  way,  likewise,  that  does  not 
have  in  it  the  element  of  pension.  , 

The  method  proposed  for  providing  income  for  people  in  old  age 
should  not  be  termed  "  an  old-age  pension  plan."  A  pension  is  an 
allowance  on  account  of  past  services  or  some  meritorious  work.  It 
therefore  comes  A^ery  near  to  being  a  gift  or  an  act  of  charity. 

This  system  of  graduating  the  general  manufacturers'  surtax  is  a 
system  for  providing  for  old  age  in  Avhich  all  jDeople  in  the  Nation 
contribute.  It  does  not,  howeA^er,  require  building  up  income-pro- 
ducing properties.  It  is  a  plan  in  which  a  prosperous  and  self- 
respecting  people  can  concur.  There  is  no  charity  motive  behind  it, 
nor  a  dependence  on  the  GoA'ernment  for  providing  sustenance.  As  I 
say,  it  is  a  most  sound  and  self-reliant  method  for  a  nation,  what  I 
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would  call  an  old-a<re  income  assurance  plan.  It  is  not  an  assessment 
afjainst  manufacturers  or  merchants  as  an  acknowled^rment  of  under- 
payment of  employees.  It  would  be  no  burden  to  employers.  It 
would  be  an  income  which  is  paid  to  all  individuals.  re<rardless  of 
their  income  status — that  answers  your  question.  Senator — whether 
employed  or  unemployed,  and  regardless  of  what  anybody  makes  per 
year.  After  all,  lookinc:  at  it  from  a  national  sense,  no  matter  how 
rich  you  are,  you  can  only  enjoy  a  certain  de<jree  of  p^oods,  and  we 
no  lon^rer  are  livinc  in  an  ei'a  where  we  have  to  be  so  niirffardly.  Any 
class  economics,  any  class  legislation  that  way,  would  be  absolutely 
unnecessary. 

I  do  not  know  if  I  have  made  myself  clear. 

Senator  King.  If  you  desire  to  submit  any  brief  in  further  elabo- 
ration of  your  views  it  will  be  put  in  the  record. 

The  clerk  tells  me  that  Mr.  John  Harrington,  representing  the 
Illinois  Manufacturing  Association,  who  is  on  the  list  of  witnesses 
to  appear  this  morning  is  unable  to  be  present.  A  representative 
of  Mr.  Harrington  has  left  with  the  clerk  the  statement  which  Mr. 
Harrington  had  intended  to  give  to  the  committee  on  the  pending 
bill.     I  am  placing  it  in  the  record  at  this  point. 

STATEMENT  OF  JOHN  HARRINGTON,  OF  FYFFE  &  CLARKE,  GEN- 
ERAL COUNSEL  FOR  THE  ILLINOIS  MANUFACTURERS  ASSOCIA- 
TION, MADE  TO  THE  SENATE  COMMITTEE  ON  FINANCE 

Mr.  Harrington.  My  name  is  John  Harrington.  I  am  a  member 
of  the  firm  of  Fyffe  &  Clarke,  attorneys,  general  counsel  for  the  Illi- 
nois Manufacturers  Association,  of  120  South  La  Salle  Street, 
Chicago. 

I  am  appearing  here  as  general  counsel  for  the  Illinois  Manu- 
facturers' Association  to  speak  in  opposition  to  S.  1130,  "  The  Eco- 
nomic Security  Act." 

This  bill  would  impose  a  direct  tax  upon  everyone  in  the  United 
States  who  pays  any  remuneration  to  any  employee  under  the  age 
of  60,  excluding  only  governments  and  railroads. 

The  manufacturer,  the  storekeeper,  the  farmer,  the  housewife,  and 
every  other  employer  would  be  required  by  this  bill  to  pay  a  direct 
tax  if  he  or  she  employs  anyone  to  do  anything ;  even  for  a  day. 

If  such  an  employer  emploj^s  as  many  as  4  persons  within  each 
of  13  calendar  weeks  in  a  year,  he  must  also  be  required  to  pay 
another  tax  under  this  bill. 

Then,  in  addition,  this  bill  would  impose  a  direct  tax  upon  the 
gross  income  of  every  one  of  the  employees  of  every  one  of  these 
employers. 

There  are  several  million  employers,  and  probably  40,000,000  em- 
ployees, who  would  be  required  by  this  bill  to  pay  direct  taxes  based 
upon  the  amount  of  the  pay  roll,  in  the  case  of  the  employer,  and 
based  upon  the  amount  of  the  pay  envelop,  in  the  case  of  the  em- 
ployee. 

The  amount  of  taxes  involved  under  this  bill  might  be  expected 
to  run  up  into  the  hundreds  of  millions  of  dollars,  or  even  billions 
of  dollars,  annually. 
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The  question  arises,  What  use  is  to  be  made  of  the  hundreds  of 
millions  of  dollars  of  taxes  thus  to  be  paid  under  this  bill  by  these 
millions  of  employers  and  tens  of  millions  of  employees'^ 

These  taxes  are  not  to  be  used  to  relieve  the  present  unemployment 
situation. 

They  are  not  to  be  used  to  relieve  the  present  difficulties  of  those 
now  unemployed. 

These  taxes  are  to  be  used  to  build  up  funds  in  the  public  treas- 
uries with  which  to  pay  annuities  of  doubtful  value  to  the  aged  after 
1942  and  with  which  to  pay  unemployment  benefits  of  doubtful  value 
to  those  ordinarily  regularly  employed  but  temporarily  unemployed 
some  years  in  the  future. 

Under  this  bill,  no  annuities  are  payable  to  the  aged  until  1942 
out  of  the  old-age  fund  into  which  a  part  of  these  taxes  go. 

As  to  unemployment  compensation,  which  is  the  purpose  of  the 
balance  of  these  taxes,  I  quote  from  the  Report  of  the  President's 
Committee  on  Economic  Security  as  it  appears  on  page  561  of  the 
Congressional  Record: 

Unemployment  compensation,  as  we  conceive  it,  is  a  front  line  of  defense, 
especially  valuable  for  those  who  are  ordinarily  steadily  employed  but  bene- 
ficial also  in  maintaining  purchasing  power  in  depression  time.  While  it 
will  not  directly  benefit  those  now  unemployed  until  they  are  reabsorbed  in 
industry,  it  should  be  instituted  at  the  earliest  possible  date  to  increase  the 
security  of  all  who  are  employed. 

When  I  say  that  these  funds  are  to  be  accumulated  for  the  pay- 
ment of  annuities  and  benefits  of  doubtful  value,  I  mean  that  we 
cannot  know  what  will  be  the  value  of  the  dollars  paid  in  now 
when  they  come  out  some  years  from  now. 

We  merely  know  that  the  purchasing  value  of  the  dollar  does  vary 
materially  from  time  to  time. 

The  organization  I  represent  here  consists  of  some  2,500  manu- 
facturers doing  business  in  Illinois. 

As  employers,  these  manufacturers — no  matter  how  small  or  how 
weak— would  be  required  to  pay  the  taxes  imposed  upon  employers 
by  this  bill. 

The  burden  of  these  taxes  would  ultimately  be  made  to  fall  upon 
the  consumer,  rich  and  poor  alike,  in  the  price  he  would  pay  for 
everything  he  might  buy — whether  a  jewel  or  a  loaf  of  bread.' 

But,  until  the  adjustments  would  take  place  through  which  these 
taxes  would  be  shifted  to  the  consumer — they  would  be  paid  out  of 
the  depleted  cash-working  capital  of  these  manufacturers. 

I  would  estimate  that  fully  50  percent  in  number  of  the  manu- 
facturers in  Illinois  are  today  reduced  to  a  hand-to-mouth  basis 
as  regards  cash-working  capital. 

I  would  estimate  that  50  percent  of  the  manufacturers  in  Illinois 
today  must  worry  about  whether  they  can  meet  their  pay  rolls  at  all, 
30  days  from  today. 

The  rigors  of  the  depression  have  so  depleted  the  working  capital 
of  these  weaker  manufacturers  that  it  may  be  said,  generally,  that 
their  plants,  machinery,  and,  in  many  cases,  even  the  design  of  their 
products,  have  been  seriously  attacked  by  obsolescence;  their  effi- 
ciency in  production  affected,  and  their  business  strength,  generally, 
sapped  and  reduced. 
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The  reduced  condition  of  a  great  portion  of  the  manufacturers  in 
the  country  has  been  recognized  by  tlie  Government  and  it  has  made 
an  effort  to  work  out  Government  loans  through  the  R.  F.  C.  to 
provide  working  capital  to  these  weaker  concerns  so  that  they  might 
continue  to  employ  those  who  they  have  employed  and  do  their  part 
in  reemploying  those  who  are  now  unemployed. 

But  the  Government  has  found,  I  believe,  that  most  of  these  con- 
cerns are  so  weak  that  they  are  not  fit  credit  risks  for  the  lending 
of  Government  money,  with  the  result  that  comparatively  few  such 
loans  have  been  made. 

These  taxes  on  these  manufacturers  would  come  out  of  their 
depleted  cash  working  capital. 

For  1936  the  taxes  would  be  at  least  1  percent  of  their  total  pay 
rolls. 

For  1937  the  taxes  would  be  at  least  II/2  percent  of  their  total  pay 
rolls. 

For  1938  the  taxes  would  be  at  least  31/^  percent  of  their  total  pay 
rolls. 

Every  5  years  after  1937,  the  rate  would  be  increased,  until  ulti- 
mately it  would  take  at  least  5I/2  percent  of  the  total  pay  rolls  of  these 
manufacturers  each  year. 

I  say  "  at  least  "  these  percentages  of  these  pay  rolls  because  these 
are  the  minimum  rates — and,  under  the  State  systems  called  for  by 
this  bill,  the  States  may  be  expected  to  increase  the  total  rate  beyond 
these  minimum  rates. 

I  doubt  very  much  if  the  average  small  manufacturer  in  Illinois  has 
cash  working  capital  of  his  own  much  greater  than  10  percent 
of  his  annual  pay  roll. 

INIany  of  the  larger  manufacturers  in  Illinois  are  not  much  better 
off  in  this  respect. 

The  small  remaining  cash  working  capital  of  these  manufacturers, 
following  the  rigors  of  the  depression,  is  today  their  very  lifeblood. 

Through  the  years  of  the  depression  they  have  fought  a  life-and- 
death  battle  to  maintain  their  working  capital.  If  it  is  further  se- 
riously impaired,  these  manufacturers  must  give  up — and  when  these 
manufacturers  give  up,  the  thousands  of  employees  they  have  ke])t  and 
are  keeping  off  the  unemployed  list  must  give  up  also. 

We  believe  that  nothing  could  be  conceived  more  certain  to  increase 
today's  unemployment  than  the  taxing  away  of  the  depleted  cash 
working  capital  of  the  weaker  employers  of  this  country. 

The  small  manufacturer  in  this  country  is  a  much  greater  factor — 
weak  as  he  may  be — than  many  realize. 

For  example,  it  is  said  that  more  than  53  ])ercent  of  all  working 
capital  invested  in  the  manufacturing  industry  in  the  United  States 
is  invested  in  concerns  with  less  than  $50,000  invested  capital  each. 

It  is  one  thing  for  a  statistician  to  take  3i/>  percent  of  all  pay 
rolls  and  comparie  it  with  the  aggregate  working  capital  of  all  em- 
ployers. 

It  is  quite  another  thing  to  take  3I/2  percent  of  the  pay  roll  of  the 
ordinary  smaller  and  weaker  employer  and  compare  it  with  his  cash 
working  capital. 

It  nnist  be  borne  in  mind,  wlien  considering  wlio,  in  the  beginning, 
mu.st  bear  tlie  burden  of  those  taxes,  that  where  the  strong  woU- 
iinanced  ( ompetitor  does  not  see  fit  to  pass  these  taxes  on  to  the  con- 
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sumer,  the  weak  and  poorly  financed  competitor  cannot  pass  these 
taxes  on  to  the  consumer.  He  must  pay  them  out  of  his  depleted 
cash  working  capital. 

Some  might  say  that  if  he  is  weak  and  poorly  financed,  he  should 
be  put  out  of  business — put  out  of  his  misery,  anyway. 

But  if  we  put  any  great  proportion  of  the  weak,  poorly  financed 
employers  of  this  country  out  of  business,  we  will  put  a  great  pro- 
portion of  the  people  who  are  now  employed  out  of  jobs. 

We  believe  that  this  measure,  if  adopted,  means  at  best  an  annuity 
of  doutbf ul  value  for  the  aged  of  the  future  and  unemployment  bene- 
fit of  doubtful  value  for  the  normally  temporarily  unemployed  of 
the  future — at  the  terrific  cost  of  retarding  the  reemployment  of 
those  who  are  unemployed  today. 

What  I  have  said  may  be  considered  in  the  nature  of  a  special 
plea  in  behalf  of  the  smaller  and  weaker  employer. 

I  believe,  however,  that  a  similar  plea  might  well  be  made  for 
the  weak  and  poorly  financed  employees  of  the  country — the  30  mil- 
lion or  more  who  are  about  to  have  a  gross-income  tax  placed  upon 
them.  They  may  very  well  question  whether  the  dollars  to  be  taxed 
out  of  their  pay  envelopes  by  this  bill  are  not  worth  more  to  them 
now  than  will  be  the  dollars  they  may  possibly  get  sometime  in  the 
future  in  the  form  of  old-age  annuities  after  they  are  65  years  old. 

I  believe  that  a  similar  plea  might  well  be  made  for  the  140  mil- 
lion consumers  of  the  country  who  will  ultimately  be  called  upon 
to  pay  the  cost  of  this  entire  scheme  through  the  increased  prices 
they  must  pay. 

As  to  the  consumer,  I  cannot  see  but  that  ultimately  this  bill  in- 
volves the  equivalent  of  a  general  sales  tax  of  hundreds  of  millions 
of  dollars  each  year — not  for  the  general  purposes  of  the  Govern- 
ment, but  for  special  purposes. 

We  believe  that  this  is  a  most  inopportune  time  to  institute  a  pro- 
gram of  taxation  for  social  insurance  for  the  future. 

As  to  what  should  be  done  ultirtiately,  we  agree  with  the  conclu- 
sion of  the  National  Industrial  Conference  Board  in  its  recent  pub- 
lication on  unemployment  insurance  where,  under  the  heading  "  Les- 
sons from  British  Experience  ",  it  states : 

If  unemployment  insurance  is  not  based  on  an  accurate  linowledge  of  the 
facts  of  unemployment,  it  will  be  abused  both  by  workers  and  by  employers. 

In  the  United  States  reliable  information  concerning  the  extent  and  nature 
of  unemployment  is  almost  totally  lacking.  Before  any  compulsory  scheme 
of  unemployment  relief  is  adopted  it  is  necessary,  therefore,  to  establish,  under 
Government  auspices,  a  fact-finding  body,  composed  of  representatives  of  labor, 
industi-y,  State  and  local  governments,  and  the  general  public.  The  task  of 
this  body  would  be  to  make  a  thorough  survey  of  the  facts  of  unemployment, 
its  nature  and  extent,  to  hold  hearings  and  accept  testimony  from  interested 
groups  and  persons  throughout  the  United  States,  to  give  wide  publicity  to  its 
findings,  and  to  make  recommendations  for  action  by  industry  and  by  the 
legislatures.  The  results  of  such  a  survey  would  be  of  inestimable  value  in 
acquainting  public  opinion  and  the  public  representatives  with  the  pi'oblems 
that  arise  in  connection  with  an  attempt  to  provide  security  against  unem- 
ployment. 

Senator  King.  The  committee  will  adjourn  until  Monday  morning 
at  10  o'clock. 

(Whereupon,  aJt  the  hour  of  12:30  p.  m.,  the  committee  recessed 
until  Monday,  Feb.  11,  1935,  at  10  a.  m.) 
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MONDAY,  FEBRUARY   11,   1935 

United  States  Senate, 

Committee  on  Finance, 

Washington,  D.  C. 
The  committee  met,  pursuant  to  adjoiu-nment,  at  10  a.  m.,  in  the 
Finance    Committee    room,    Senate    Office    Building,    Senator    Pat 
Harrison    (chairman)  presiding. 

The  Chairman.  The  committee  will  come  to  order.  Dr.  McCormack. 

STATEMENT  OF  DE.  A.   T.  McCORMACK,   COMMISSIONER  STATE 
BOARD  OF  HEALTH,  LOUISVILLE,  KY. 

Dr.  McCormack.  Mr.  Chairman,  I  am  the  commissioner  of  health 
of  the  State  of  Kentucky,  and  in  addition  to  that  I  am  the  ranking 
member  of  the  committee  on  Federal  relations  of  the  Conference  of 
State,  Local,  and  Federal  Health  Authorities  of  the  United  States. 
Dr.  Bishop,  our  chairman,  has  just  resigned  to  become  the  medical 
director  of  the  Tennessee  Valley,  and  I  have  become  the  ranking 
member. 

For  a  great  manj^  years,  of  course,  we  have  been  considering  the 
relationsliip  between  an  organized  Federal,  State,  and  local  health 
service.  We  are  here  very  strongly  to  support  titles  VH  and  VHI 
in  this  bill.  The  thought  is  sometimes  expressed  that  it  would  be  far 
better  if  we  could  concentrate  in  one  agency  of  the  Federal  Govern- 
ment all  of  its  public-health  activities.  Naturally,  if  we  could  do 
it  that  way,  it  would  be  the  best  way  to  do  it;  but  we  find  ourselves  in 
an  operation  with  23  bureaus  of  public  health  in  regard  to  public- 
health  activities  regarding  meat  inspection,  food  and  drug  inspection, 
vital  statistics,  and  many  other  things. 

There  is  comparatively  little  difficulty  in  our  making  our  contacts 
up  here,  because  we  know  the  problem  we  want  to  present.  We  find 
fine  cooperation  from  these  permanent  bureaus  of  the  Government. 
They  are  built  wisely,  they  understand  their  functions,  and  they 
understand  the  rights  of  the  States,  and  very  rarely  do  we  have  even 
a  temporary  conflict  with  them. 

In  connection  with  the  Children's  Bureau  we  have  annually  sub- 
mitted our  plans.  They  varied,  naturally,  from  State  to  State,  be- 
cause the  problem  of  child  health,  while  there  are  many  things  in 
common  about  it,  in  Mississippi,  Kentucky,  and  Arkansas,  which  are 
purely  rural  States — there  is  a  veiy  considerable  difference  as  com- 
pared with  Washington,  Oregon,  or  Idaho,  which  are  equally  rural 
States;  and  then  the  industrial  States  of  Massachusetts,  New  Jersey, 
and  New  York — the  plans  differ  very  considerably  there. 

Now  we  found  wise  and  considerate  advisers  in  those  with  whom 
we  came  in  contact.     They  would  make  suggestions;  but  so  far  as 
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■wd  were  concerned,  except  in  one  or  two  instances  where  they  should 
havo  done  so,  there  were  no  orders  issued,  but  we  found  real  coopera- 
tion from  them.  We  have  done  exactly  the  same  thing  in  regard  to 
public-health  service. 

Now  we  need  this  thing  tremendously.  We  have  more  county 
healtli  departments  in  Kentucky  than  in  any  other  State,  and  we 
would  have  had  none  of  them  had  it  not  been  for  either  Federal  or 
other  outside  assistance,  such  as  from  the  International  Health 
Board  of  the  Rockefeller  Foundation  and  other  foundations  that 
have  assisted  us.  It  is  difficult  enough  to  create  new  agencies  in  the 
Federal  or  State  Government,  but  it  is  equally  difficult  to  do  pro- 
gressive things  in  local  communities,  because  all  their  money  has 
already  been  used. 

I  do  not  think  that  the  money  has  been  used  very  \visely.  In 
yoin-  State  and  mine  they  have  been  in  the  habit  of  buying  disease 
for  a  number  of  years,  and  it  has  been  a  very  expensive  and  extrava- 
gant investment.  It  is  difficult  for  them  to  realize  that  spending 
fewer  dollars  then  can  get  good  health  in  an  organized  way,  and  get 
increased  efficiency  per  unit.  We  have  accomplished  that  purpose 
in  this  work. 

I  would  like  to  call  the  committee's  attention  especially  to  the  im- 
portance of  the  section  in  regard  to  crippled  children  in  this  biU. 
For  the  past  8  years  we  liaA-e  doae  a  great  deal  of  work  in  Kentucky 
in  this  respect.  It  has  been  done  largely  under  the  leadership  of 
former  Senator  Williamson,  who  has  been  chairman  of  the  commis- 
sion for  many  years.  The  legislature  has  made  as  large  an  appropria- 
tion as  it  was  possible  for  it  to  do  for  the  purpose,  and  yet  we  know  that 
they  have  been  able  to  handle  aboiit  33 K  percent  of  the  crippled 
children  of  the  number  that  they  could  have  handled  had  they  had  a 
larger  income.  We  have  the  hospitals  and  we  have  the  facilities  for 
the  handling  of  the  children,  so  we  just  need  the  money  for  their 
maintenance. 

We  come  to  you  feeling  particularly  strong  on  this  matter.  Our 
orthopedic  surgeons  have  never  received  a  dollar  for  any  service  they 
rendered  to  the  crippled  children  in  correcting  these  defects.  The 
charge  is  for  maintenance  and  the  follow-up  treatment  afterward. 
We  feel  this  is  a  particularly  effective  part  of  the  section. 

\\e  are  also  very  strongly  in  favor  of  the  mothers'  aid,  because  we 
feel  that  mothers  need  this  assistance  tremendously  in  many  parts  of 
our  State  and  in  the  other  agricidtural  States.  The  largest  tax  that 
is  being  paid  by  the  people  of  our  local  districts  in  Kentucky,  and  in 
the  South  and  West,  is  the  tax  that  comes  from  ill-health  and  from 
unnecessary  and  avoidable  poverty.  We  feel  very  strongly  in  sup- 
port of  the  administration's  program  in  this  reconstructive  measure 
that  is  before  you. 

Senator  Barkley.  Doctor,  do  you  think  the  bill  as  it  is  written,  so 
far  as  the  title  in  which  3^ou  are  interested  is  concerned,  substantially 
covers  the  requirements  and  the  need? 

Dr.  McCoRMACK.  Yes,  sir.  From  both  the  Children's  Bureau  and 
Public  Health  Service  there  have  been  suggestions  of  mere  words  in 
corrections,  in  perfecting  the  text,  but  there  isn't  any  change  in  the 
principle.  It  is  ideal.  It  is  not  a  matter  of  so  much  importance  as  to 
the  number  of  agencies  here,  but  you  cannot  multiply  agencies  in 
Elliott  County,  because  there  are  only  a  small  number  of  people 


ECONOMIC    SECURITY   ACT  687 

capable  of  the  kind  of  leadership  necessary  to  do  these  jobs  in  a  rural 
county,  and  there  is  only  a  small  amount  of  money  to  pay  for  the 
work  that  is  done  in  the  rural  county.  The  work  must  be  concen- 
trated there,  and  it  is  too  complicated,  it  would  seem  to  somebody  that 
is  analyzing  the  whole  situation  in  a  Federal  and  State  government; 
so  it  is  simply  a  matter  for  the  man  in  the  home  who  wants  to  get  his 
advice  from  somebody,  and  instead  of  having  a  retail  store  that  he 
can  go  to,  he  wants  it  to  be  a  department  store  so  he  can  get  all  his 
welfare  advice  from  the  same  place,  because  he  does  not  know  the 
difference — he  does  not  know  what  health  advice  is,  and  so  forth. 

Senator  Barkley.  If  all  the  counties  in  all  the  States  take  advan- 
tage of  the  rural  sanitation  and  health  features  of  this  bill,  in  the 
same  proportion  as  in  Kentucky,  would  the  amount  provided  be 
sufficient? 

Dr.  McCoRMACK.  No;  the  amount  provided  would  not  be  suffi- 
cient. This  is  a  real  start  in  the  right  direction.  It  would  take  more 
than  this  to  accomplish  the  purposes  of  the  bill  in  all  of  the  counties 
and  cities  of  the  United  States,  but  in  all  probability  this  bill  provides 
for  enough,  because  it  is  going  to  be  necessary  to  qualify  the  personnel 
in  order  to  make  the  bill  effective  as  there  are  not  enough  health 
officers  and  public-health  nurses  in  the  United  States  to  provide  one 
for  every  county  in  the  United  States  by  tomorrow.  It  has  got  to 
be  done  gradually,  and  I  think  for  that  reason  the  amount  provided 
in  the  bill  is  ample  for  the  purpose  of  stimulation.  In  the  larger  and 
wealthier  counties  stimulation  will  be  all  that  will  be  necessary  in 
the  furnishing  of  trained  personnel. 

The  Chairman.  Thank  you  very  much.  Doctor.     Dr.  Grulee. 

STATEMENT  OF  DR.  CLIFFORD  G.  GRULEE,  EVANSTON,  ILL., 
PROFESSOR  OF  PEDIATRICS,  RUSH  MEDICAL  COLLEGE, 
CHICAGO 

The  Chairman.  Doctor,  will  you,  for  the  benefit  of  the  record' 
give  your  business  and  where  you  are  from? 

Dr.  Grulee.  I  am  professor  and  head  of  the  Department  of 
Pediatrics  of  Rush  Medical  College,  Chicago,  and  Secretary  of  the 
American  Academy  Pediatrics  Association. 

I  should  like  to  ask  that  there  go  in  the  record  as  an  approval  of  this 
part  of  the  bill,  the  maternal  and  child-health  portion,  the  following 
names: 

Dr.  William  Palmer  Lucas,  professor  of  pediatrics,  University  of 
California,  San  Francisco,  Calif.;  Dr.  Warren  R.  Sisson,  assistant 
professor  of  pediatrics,  Harvard  Medical  School,  Boston,  Mass.; 
Dr.  Borden  S.  Veeder,  president  American  Pediatric  Society,  and 
clinical  professor  of  pediatrics,  Washington  University  School  of 
Medicine,  St.  Louis,  Mo.;  Dr.  Lawrence  T.  Royster,  professor  of 
pediatrics.  University  of  Virginia,  University,  Va.;  Dr.  A.  Graeme 
Mitchell,  professor  of  pediatrics.  University  of  Cinciiinati,  Cincinnati, 
Ohio;  Dr.  B.  E.  Bonar,  member  of  the  State  Board  of  Health,  Salt 
Lake  City,  Utah;  Dr.  Hugh  McCulloch,  associate  professor  of 
pediatrics,  Washington  University,  St.  Louis,  Mo.,  and  also  secretary 
of  American  Pediatric  Society;  Dr.  Philip  F.  Barbour,  professor  of 
pediatrics.  University  of  Louisville,  Louisville,  Ky.;  Dr.  Hugh  Leslie 
Moore,    professor   of   pediatrics,    Baylor   University,    Dallas,    Tex.; 
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Dr.  Joseph  Stokes,  Jr.,  professor  of  pediatrics.  University  of  Pennsyl- 
vania, Philadelphia,  Pa.;  Dr.  Vivian  Tappan,  Tucson,  Ariz.;  Dr.  F. 
P.  Gengenbach,  professor  of  pediatrics.  University  of  Colorado, 
Denver,  Colo.;  Dr.  Morgan  Smith,  professor  of  pediatrics,  University 
of  Arkansas,  Little  Rock,  Ark.;  Dr.  J.  B.  Bilderback,  professor  of 
pediatrics.  University  of  Oregon,  Portland,  Oreg.;  Dr.  Oscar  M. 
Schloss,  formerly  professor  of  pediatrics,  Cornell  University  Medical 
School,  New  York,  N.  Y.;  Dr.  O.  N.  Torian,  professor  of  pediatrics, 
Indiana  University,  Indianapolis,  Ind.;  Dr.  E.  A.  Park,  professor  of 
pediatrics,  Johns  Hopkins  University,  Baltimore,  Md.;  Dr.  Harold  C. 
Stuart,  assistant  professor  of  cliild  hygiene.  Harvard  School  of  Public 
Health,  Boston,  Mass.;  Dr.  E.  C.  Mitchell,  professor  of  pediatrics, 
University  of  Tennessee,  chairman,  region  2,  Academy  of  Pediatrics, 
Memphis,  Tenn.;  Dr.  Kenneth  D.  Blackfan,  professor  of  pediatrics, 
Harvard  Medical  School,  Boston,  Mass.;  Dr.  Thomas  B.  Cooley, 
president,  American  Academy  of  Pediatrics,  1728  Seminole  Aveiyie, 
Detroit,  Mich.;  Dr.  Richard  M.  Smith,  professor  of  child  hj^giene, 
Harvard  School  of  Public  Health,  Boston,  Mass.;  Dr.  Leroy  A. 
Calkins,  Department  of  gynecology  and  obstetrics,  School  of  Medicine, 
University  of  Kansas,  Kansas  City,  Mo.;  Dr.  Rudolph  W.  Holmes, 
professor  of  obstetrics,  Northwestern  University  Medical  School, 
Chicago,  111.;  Dr.  Alice  N.  Pickett,  associate  professor  of  obstetrics, 
University  of  Louisville,  Louisville,  Ky. 

Senator  Barkley.  Doctor,  do  you  mean  the  names  that  you  have 
just  filed  are  the  names  of  those  for  whom  you  are  speaking? 

Dr.  Grulee.  Their  report  is  here;  yes,  sir. 

Senator  Barkley.  In  those  telegrams  and  letters? 

Dr.  Grulee:  Yes. 

Senator  Barkley.  It  is  just  a  general  approval? 

Dr.  Grulee:  Yes,  sir;  it  is  an  approval  of  the  section  on  maternal 
and  child  health. 

I  take  it  that  you  are  interested  in  this  from  two  standpoints.  First, 
the  standpoint  of  whether  there  is  need;  and,  second,  from  the  stand- 
point of  whether  or  not  it  is  feasible  to  carry  this  out  and  what  chance 
there  is  of  success.. 

Now,  as  to  the  need  for  this,  I  think  that  has  already  been  shown  to 
you  and  I  shall  not  take  up  the  time  in  expatiating  on  that.  As  to 
the  question  of  success,  it  should  be  mentioned  that  there  are  two  types 
of  public-health  work.  One  is  the  public-health  measures  of  a  general 
nature ;  the  other  is  public-health  measures  which  are  directed  toward 
the  individual. 

The  public-health  measures  of  a  general  nature  have  to  do  with  food, 
milk  supply,  and  so  forth,  and  often  these,  in  the  rural  districts  of  this 
country,  are  not  properly  attended  to.  I  have  gone  several  times  to 
the  southern  part  of  Illinois  and  the  southern  part  of  Indiana  and  I 
found  more  bone  tuberculosis  in  those  regions  in  a  day  thaa  I  found 
in  a  month  or  year  in  Chicago.  The  reason,  I  think,  is  that  they  are 
not  alive  to  the  fact  that  bone  tuberculosis  is  largely  a  result  of  infected 
milk.  If  there  are  laws  for  pasteurizing,  they  are  not  properly 
followed  up. 

Several  years  ago,  in  about  1925,  we  staj'ted  in  Chicago  what  is 
known  as  the  "Infants  Welfare  Society."  This  was  an  outgrowth  of 
what  had  been  termed  the  "Medical  Milk  Commission."  The 
Medical  Milk  Commission  simply  saw  that  the  children  got  good 
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milk.  We  did  not  reduce  the  mortality  of  those  children  one  iota  by 
those  means  when  we  used  to  put  the  milk  up  in  bottles  and  gave  it 
to  the  children  at  w^holesale,  depending  on  their  age  and  weight;  but 
with  the  advent  of  stations  and  individual  attention  of  the  doctor  and 
nurse  to  that  child,  the  death  rate  has  reduced  so  that  now  in  the  city 
of  Chicago  the  death  rate  compares  very  favorably  with  the  death 
rate  of  any  other  large  city  of  the  country.  It  seems  to  me  that  this 
speaks  volumes  for  the  necessity  of  individual  physicians  in  this  sort 
of  work,  and  that  is  what  I  am  interested  in. 

It  seems  to  me  that  this  bill  presupposes  the  cooperation  of  the 
medical  profession — the  medical  groups — in  working  out  the  health 
of  the  child.  Yesterday  all  day  I  sat  in  with  a  group  of  men  drawn 
from  as  distant  points  as  New  Jersey,  and  we  discussed  what  means 
we  could  take  to  further  the  health  of  the  child  tlii'oughout  the  Nation. 
This  is  onl}'^  one  of  the  things  which  is  being  done,  but  it  is  an  impor- 
tant one  and  will  help  materially.  The  big  thing  is  to  have  the 
cooperation  of  all  the  various  agencies,  which  we  are  trying  to  get. 

Senat  )r  Barkley.  Does  that  complete  your  statement? 

Dr.  Grulee.  Yes,  sir. 

Senator  Barkley.  Does  anybody  want  to  ask  the  doctor  any 
questions?    Thank  you  very  much  Doct  )r.    Doctor  Lyon. 

STATEMENT  OF  DR.  GEORGE  M.  LYON,  HUNTINGTON,  W.  VA. 

Dr.  Lyon.  My  name  is  George  M.  Lyon,  of  Huntington,  W.  Va. 
I  am  a  physician  in  private  practice. 

Senator  Barkley.  Do  you  speak  for  anybody  besides  yourself? 

Dr.  Lyon.  Just  personally.  I  am  appearing  this  morning  because 
of  my  interest  in  child-welfare  work.  My  work  is  very  largely  con- 
fined to  dealing  with  children,  and  dealing  with  cliildren  who  are  not 
in  the  fortunate  urban  circumstances  that  most  of  my  eastern  friends 
can  administer  to  their  children,  but  in  the  rural  type  of  communities 
that  are  so  familiar  to  those  of  you  who  are  from  Kentucky. 

Now  my  remarks,  wliile  directed  mainly  at  West  Virginia,  cover 
the  mountain  districts  of  the  eastern  section  of  the  United  States. 

We  have  two  specific  types  of  needs  in  these  counties  that  cannot 
be  shown  so  well  statistically  as  they  can  by  means  of  actual  obser- 
vation. 

West  Virginia  and  the  mountainous  section  of  the  southeastern 
United  States  have  problems  in  the  protection  of  maternal  and  cliild 
health  which  are  peculiar  to  the  geographic  and  industrial  endowment 
to  be  found  therein. 

On  the  basis  of  differences  in  needs,  the  mountain  counties  may  be 
divided  into  two  types:  (1)  Those  with  coal  mining  and  characterized 
by  a  local  congestion  of  population,  and  (2)  those  \\dth  no  mining  and 
characterized  by  an  actual  sparsity  of  population. 

In  those  nonurban  districts  where  between  steep  hillsides  on  the 
narrow  bottom  lands  the  population  is  concentrated,  diarrheal  dis- 
eases constitute  the  major  preventable  hazard  to  child  health.  In  the 
sparsely  populated  rural  mountain  districts  this  is  not  the  case  and 
poor  socio-economic  status  combine  to  provide  the  major  barrier  to 
maternal  and  child-health  protection.  Some  counties  present  mix- 
tures of  both  extremes.  Others  have  little  or  none  of  these  handicaps. 
Lack  of  understanding  of  health  protection,  whether  for  the  mother 
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or  child,  is  pretty  generally  common  in  all  rural  sections  of  West 
Virginia  and  other  mountainous  States. 

The  prevalence  of  bacillary  dysentery  and  other  forms  of  infectious 
diarrhea  in  the  coal  fields  and  adjoining  counties  accounts  for  the  high 
diarrheal  rates.  The  spread  of  these  and  other  communicable  dis- 
eases is  favored  by  this  intimate  grouping  of  the  population  accom- 
panied as  it  is  by  a  lack  of  proper  sanitation  within  the  community. 
From  40  percent  to  80  percent  of  the  children  in  one  typical  urban 
community  were  observed  to  have  bacillary  dysentery  before  they 
were  of  school  age. 

In  West  Virginia  diarrheal  diseases  "account  for  25  percent  of  all 
deaths  under  6  years. 

For  the  decade  1923-32,  for  babies  under  2,  the  average  annual 
toll  from  diarrhea  alone  was  1,060  deaths. 

Between  1926  and  1931,  with  the  exception  of  New  Mexico  and 
Arizona,  West  Virginia  maintained  the  highest  infant  diarrheal  death, 
rate  reported  in  the  United  States. 

During  the  same  period,  Logan  County,  an  important  mining 
county,  reported  128  diarrheal  deaths  per  100,000  population  per 
year  under  2  years. 

This  was  twice  that  for  the  State  of  West  Virginia,  6  times  that 
for  the  country  at  large,  and  25  times  that  reported  by  Oregon  and 
Washington  for  the  same  period. 

During  1930  West  Virginia's  diarrheal  death  rate  was  nearly  3 
times  that  for  the  country  at  large  and  15  times  the  lowest  rate 
reported. 

The  proximity  to  these  dysentery  ridden  regions  explains  why,  in 
1933,  the  infant  mortality  rate  reported  for  Charleston,  W.  Va.,  was 
eight  and  one-half  times,  and  that  for  Huntington,  W.  Va.,  five  and 
one-half  times  the  rate  reported  for  Newton,  Mass.,  or  Berkeley, 
Calif. 

^Tiile  the  infant  mortality  rate  for  West  Virginia  is  but  little  higher 
than  that  for  the  States  adjoining  it,  its  diarrheal  death  rate  is  twice 
that  of  Maryland  and  three  times  that  of  Virginia,  Kentucky,  Ohio, 
or  Pennsylvania.  This  is  all  the  more  remarkable  when  we  recall 
that  7  percent  of  West  Virginia's  population  is  colored. 

These  comparisons  set  out  clearly  the  major  problems  of  child- 
health  protection  in  West  Virginia.  ]My  own  experience  in  other 
States,  in  districts  which  are  geographically  and  industrially  similar, 
leads  me  to  believe  that  similar  conditions  exist  there,  differing  perhaps 
only  in  degree.  Relief  from  this  serious  condition  can  come  only  with 
the  institution  of  more  adequate  community  sanitation  and  even  this 
must  be  accompanied  by  the  development  of  a  real  appreciation  and 
a  better  practical  acceptance  of  adequate  preventive  health  measures 
by  the  individuals,  the  industries,  and  the  public  officials  of  the 
section. 

In  the  rugged  nonmining  rural  sections  in  accessibility  and  poor 
socio-economic  status  combine  to  present  a  totally  dift'erent  problem 
and  one  perhaps  less  easy  of  solution.  It  is  one  related  primarily  to 
"distribution",  or  local  availability,  of  medical  and  health  protection 
services.  The  general  lack  of  understanding  of  health  protection 
further  augments  the  problem.  Physicians  simply  cannot  make  a 
living  in  these  sections  because  the  livelihood  of  the  individual  home 
maker  is  so  meager  and  the  dispersion  of  population  so  great  and  the 
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ability  to  go  from  one  home  to  another  so  runabout  and  tedious  of 
accomplishment  that  a  livelihood  from  the  practice  of  medicine  here 
is  a  physical  impossibility. 

Families  living  on  improved  roads,  of  which  West  Virginia  has 
many  of  the  finest,  do  not  have  as  a  rule  such  difficulties  in  regard  to 
inaccessibility.  In  other  sections  the  inaccessibility  is  one  of  major 
importance  only  in  the  wintertime.  An  unfortunate  socio-economic 
status  is  pretty  generally  observed. 

Just  as  the  unit  cost  of  highway  construction  in  these  mountainous 
sections  is  excessive,  so  is  the  unit  cost  of  providing  even  minimal 
health  protection  and  medical  services  to  the  people  in  these  sections. 
To  them  at  the  moment,  preventive  health  work  is  entirely,  and  essen- 
tial medic'il  service  almost  entirely,  not  available. 

It  is  easy  to  visualize  the  immensity  of  the  maternal  welfare  problem 
among  these  people  when  one  realizes  that  in  five  counties  in  1933, 
with  a  total  of  2,500  live  births  reported,  only  1.250  rr  one-half,  were 
attended  at  delivery  by  a  physician. 

The  difficulties  of  contact,  and  particularly  those  of  maintaining 
continuity  of  contact,  vvith  families  in  need  of  maternal  and  child 
health  protection  and  medical  services  make  this  inaccessibility  a 
problem  of  fundamental  importance.  It,  together  with  the  lack  of 
a  profitable  industry  and  constant  low-socio-economic  and  educational 
status,  does  not  make  for  a  sense  of  security  or  equanimity  among 
these  people.  Whether  it  be  the  expectant  mother,  the  delirious 
child,  or  the  little  cripple,  all  are  vitally  handicapped  by  this  inaccessi- 
bility. ^Mental  hygiene  and  social  adjustment  are  similarly  handi- 
capped. 

The  local  governments  as  represented  generally  by  the  county 
are  so  poor  they  are  essentially  helpless  in  these  matters.  For  the 
State  of  West  Virginia  the  load  is  so  excessive  and  the  cost  of  correc- 
tion would  be  so  great,  it  is  impossible  for  the  State  to  correct  the  un- 
fortunate conditions  to  be  found  in  its  own  counties.  Unless  stimu- 
laticn  to  a  greater  local  and  State  responsibility  can  be  provided, 
and  unless  help  can  come  from  some  outside  source  the  present  con- 
ditions v>ill  continue  or  perhaps  get  worse.  These  sections  need  Lelp 
and  the  need  is  acute  and  extensive.  Official  and  nonofficial  agencies 
will  be  stimulated  to  local  activity  through  the  medium  proposed  in 
this  bill,  particularly  true  would  this  be  of  industries,  an  important 
and  effective  agency  in  this  program.  Some  coal  companies  have 
already  shown  how  they  reduce  infant  mortality  in  their  camps. 
The  proposed  bill  offers  chance  for  help. 

It  is  interesting  to  note  that  the  State  of  West  Virginia  has  de- 
veloped its  program  for  the  crippled  cliild  in  a  splendid  manner,  with 
far-reaching  results.  No  other  phase  of  child  welfare  has  been  ad- 
vanced to  a  corresponding  degree.  The  annual  appropriation  from 
the  State  of  West  Virginia  for  the  division  of  crippled  has  for  some 
years  been  essentially  the  same  as  that  for  the  entire  State  depart- 
ment of  public  health. 

The  proposed  program  of  maternal  and  child-health  protection 
which  could  'oe  made  possible  oy  tl^is  bill  can  contiibute  to  the  de- 
velopment of  a  social  security  (1)  by  assisting  the  laymen  to  reliable 
sources  of  material  on  maternal  and  child-health  protection;  (2)  by 
providing  post-graduate  instruction  for  those  physicians  and  nurses 
who  are  ia  need  of  such  and  who  can  thereby  contribute  to  the  social 


692  ECONOMIC    SECURITY    ACT 

security  of  the  community;  and  (3)  by  developing  cooperative  pro- 
grams and  maternal  and  cliild-liealth  protection  and  nursing  service 
in  which  will  be  utilized  the  facilities  of  the  organized  groups  of  the 
professions  locally;  and  (4)  by  the  furtherance  of  that  important  and 
necessary  interrelationsliip  with  the  public-health  program;  (5)  by  an 
appropriate  and  enlarged  consultation  service  in  regard  to  State  and 
local  programs  of  maternal  and  child-health  protection;  (6)  and  by 
suitable  demonstration  in  States  where  particularly  needed.  Such 
would  do  more  to  increase  the  effectiveness  of  the  program  and  thereby 
promote  social  security. 

Senator  Connally.  In  the  coal-mining  areas  do  not  the  companies 
have  doctors? 

Dr.  Lyon.  They  do.  That  presents  a  splendid  opportunity  for 
maternal-health  and  child-welfare  activities,  when  the  industries  can 
be  solicited  and  made  acquainted  with  the  attitude  of  maternal  and 
child-health  protection  in  other  communities. 

I  have  a  summary  of  the  report  of  Drs.  J.  Bloss,  E.  Humphrey,  and 
G.  Ratcliff,  after  a  study  of  prenatal  and  maternal  care  in  West 
Virginia. 

There  is  a  profound  lack  of  interest  in  and  knowledge  of  the  importance  of 
proper  prenatal  and  maternal  care  in  the  State  of  West  Virginia.  In  the  opinion 
of  this  committee  there  are  three  obstacles  which  obstruct  all  effort  to  promote  a 
properly  organized  prenatal  and  natal  clinic. 

(1)  Absence  of  a  medical  teaching  center  in  the  State. 

(2)  Lack  of  funds  both  State  and  local,  to  provide  for  hospitalization  of  needy 
maternity  cases. 

(3)  Lack  of  proper  education  of  the  general  public  as  to  the  value  of  a 
preventive  program  in  maternal  care. 

SUMMARY 

L  The  laity  do  not  appreciate  the  importance  of  obstetrics. 

2.  The  physicians  themselves  are  not  interested  in  the  subject  of  obstetrics. 

There  seems  to  be  a  determined  effort  on  the  part  of  the  majority  of  the  pro- 
fession not  to  give  prenatal  or  postnatal  care  unless  it  is  reparative  surgery  for 
injuries  following  previous  confinements.  Not  only  this  but  a  determination  also 
to  belittle  the  efforts  of  those  physicians  who  do  appreciate  the  importance  of 
these  efforts,  and  who  are  preaching  and  practicing  prenatal  and  postnatal  care. 

RECOMMENDATIONS 

Determined  effort  be  made  to  educate  the  laity  through  talks  before  various 
clubs  (for  men  as  well  as  for  women)  to  show  importance  of  obstetric  care.  The 
great  value  of  and  need  for  prenatal  care.  Teach  them  to  demand  a  type  of  ob- 
stetric service  of  the  same  skill  and  ability  that  they  do  of  their  appendectomist, 
tonsillectomist,  or  salpingectoniist  and  pay  him  accordingly.  Stimulation  and 
education  of  physician  in  his  own  section  in  obstetrics  bj^  practical  instruction. 

Now,  as  has  been  said  before,  the  need  has  been  pretty  clearly  set 
out.  I  had  hoped  today,  to  set  out  the  need  particularly  in  the  rural 
mountainous  section  of  our  Eastern  and  Southern  States  where  we 
have  labored  under  a  considerable  inequality  of  opportunity  for  the 
welfare  of  the  child  and  maternal  health  protection. 

Senator  Lonergan.  Doctor,  do  you  have  any  difficulty  in  getting 
medical  men  to  locate  in  agricultural  areas? 

Dr.  Lyon.  Verj'^  much  indeed.  There  is  a  terrific  need  for  getting 
them  there,  because  our  agricultural  sections  are,  on  the  whole,  rather 
poor,  from  the  standpoint  of  supporting  the  attendants  of  the  people 
who  live  there. 

Senator  Lonergan.  Has  the  State  itself  offered  any  inducement  to 
doctors  to  locate  in  those  sections? 
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Dr.  Lyon.  I  do  not  believe  they  have  every  thought  of  that.  I 
think  it  will  be  a  long,  long  time  before  our  own  State  does  that. 

Senator  Lonergan.  Has  the  legislature  ever  dealt  with  the  problem 
of  setting  up  what  we  will  call  the  "medical  relief  sections"  in  the 
different  counties? 

Dr.  Lyon.  Not  until  the  Relief  Administration  came  in.  Now,  of 
course,  with  the  F.  E.  R.  A.,  they  are  doing  something  of  that  sort 
that  is  rather  commendable. 

Senator  Lonergan.  So  the  State  has  been  depending  entirely  upon 
the  Federal  Government  to  do  this  work? 

Dr.  Lyon.  I  should  say  too  much  so. 

Senator  Lonergan.  Thank  you. 

Senator  Barkley.  Dr.  Reiss. 

STATEMENT  OF  DR.  OSCAR  REISS,  LOS  ANGELES,  CALIF., 

Dr.  Reiss.  My  name  is  Oscar  Reiss.  I  live  in  Los  Angeles,  Calif. ^ 
and  I  am  representing  myself.  I  am  associate  professor  of  pediatrics, 
University  of  Southern  California  Medical  School,  and  chief  of  the 
pediatric  department  of  the  Los  Angeles  General  Hospital. 

I  have  come  3,000  miles  to  say  just  this  brief  thing.  Strange  as  it 
may  sound  from  the  lips  of  a  southern  Californian,  our  climate  alone 
is  not  an  antidote  for  proper  prenatal  and  postnatal  care. 

Senator  Barkley.  Doctor,  do  you  think  you  better  go  home  after 
making  that  statement? 

Dr.  Reiss.  Well,  I  do  not  know.  I  thought  perhaps  I  would  say 
nothing  more  than  that,  and  still  there  is  a  real  significance  to  that 
statement.  I  might  point  out  that  up  to  1929,  with  the  help  and 
stimulation  of  a  Government  subsidy,  the  State  supplied  a  little  more 
than  an  equal  amount  of  money  for  this  field  of  work,  and  under  the 
stimulus  of  that  sum  thej^  continued  on  their  own,  until  in  1934 
the  amount  that  they  have  given  has  diminished  to  about  $12,000 
and  they  are  now  again  in  dire  need  of  a  further  stimulus  from  the 
Government. 

Senator  Connolly.  Doctor,  are  you  in  private  practice  or  are  you 
connected  with  some  hospital  there? 

Dr.  Reiss.  I  am  both.  I  give  part  of  my  time  voluntarily  to 
teaching  and  to  the  care  of  the  mendicants  in  the  County  Hospital, 
and  the  rest  of  m}^  time  supposedly  for  remuneration  in  private 
practice. 

Senator  Barkley.  How  long  have  you  been  connected  with  the 
University  of  Southern  California? 

Dr.  Reiss.  Since  the  inception  of  the  medical  school. 

Senator  Barkley.  Are  there  any  other  questions? 

Senator  Connolly.  That  is  a  denominational  school? 

Dr.  Reiss.  It  is  a  Methodist  school. 

Senator  Connolly.  There  are  two  institutions  in  Lcs  .'.ngeles,  the 
University  of  Southern  California  and  the  University  c!  California, 
Southern? 

Dr.  Reiss.  The  southern  branch. 

Senator  Connolly.  The  southern  branch ;  yes. 

Dr.  Reiss.  There  is  no  medical  school  in  connection  with  that  in 
Los  Angeles. 

Senator  Barkley.  Thank  you  very  much,  Doctor. 
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STATEMENT  OF  MRS.  JAMES  H.  WOLFE,  WASHINGTON,  D.  C, 
ACTING  DIRECTOR,  WOMEN'S  DIVISION,  DEMOCRATIC  COM- 
MITTEE 

Senator  Barkley.  Give  your  name  and  residence  and  whom  you 
represent. 

Mrs.  Wolfe.  Mrs.  James  H.  Wolfe.  I  am  residing  here  in  Wash- 
ington now,  formerly  of  Salt  Lake  City.  I  am  talidng  only  for 
myself,  but  I  hope  I  represent  Utah. 

I  only  have  a  few  words  to  say  and  I  do  want  to  speak  as  a  citizen 
of  Utah.  As  you  know,  I'tah  is  in  a  similar  situation  to  a  number  of 
Rocky  Mountain  States  such  as  Montana,  Idaho,  Nevada,  Utah, 
Arizona,  and  Colorado.  The  States  are  large  and  sparsely  populated. 
We  have  about  a  half  million  population,  which  is  concentrated  in 
2  cities — about  half  of  the  population  is  concentrated  in  2  cities. 
The  natural  resources  of  the  State  are  also  concentrated  in  particular 
areas,  which  immediately  affects  the  taxation  rates  which  are  appli- 
cable to  other  parts  of  the  State.  It  means  that  the  burden  of 
taxation  of  the  State  is  borne  by  two  counties.  The  remaining 
counties  are  in  a  very  difficult  situation  in  order  to  get  enough  funds 
to  maintain  their  county  governments.  It  is  practically  ail  they  can 
do  to  get  the  bare  necessities  of  government. 

The  health  program  is  one  of  the  first  to  suffer,  and  I  should  Uke  to 
read  just  a  little  bit  from  a  letter  which  I  have  from  our  secretary  of 
the  State  board  of  health.  Utah  took  advantage  of  the  infant  and 
maternity  aid  \\'liich  the  Government  afforded  several  years  ago,  and 
Dr.  Beatty,  who  was  secretary  of  the  board  of  health  at  that  time,  was 
in  charge  of  the  program.  This  will  give  you  an  idea  of  how  it 
affected  our  State. 

Through  the  Federal  aid  extended  under  the  maternity  and  infancy,  or  so- 
called  "  Shcppard-Towner  Law,"  Utah  received  incalcuable  benefits.  The  State 
board  of  health  was  able  to  carry  on  a  greatly  expanded  program  for  the  protec- 
tion of  maternal  and  child  health,  which  contributed  to  the  reduction  in  the 
maternal  deaths  of  35  percent,  and  also  a  very  substantial  decrease  in  the  infant 
death  rate  during  the  period  of  its  operation,  not  to  mention  the  discovery  and 
correction  of  many  thousands  of  physical  defects. 

Owing  to  the  depleted  financial  resources  of  the  State,  the  present  need  for 
outside  aid  cannot  be  overestimated.  Our  budget  for  health  purposes  is  being 
cut  far  below  the  amount  required  for  the  urgent  need  of  the  department,  includ- 
ing the  suspension  of  all  special  activities  for  child-health  programs.  We  humbly 
urge  the  enactment  of  the  proposed  measure.  In  this  we  are  joined  by  all  the 
agencies  interested  in  child  welfare. 

In  several  of  the  counties  in  Utah  they  have  not  yet  been  able  to 
get  sufficient  funds  to  employ  a  county  nurse.  I  think  that  gives 
you  an  idea  of  the  situation  which  exists  there.  The  work  being 
done  under  the  E.  R.  A.  at  the  present  time  has  been  an  immense 
benefit  to  all,  and  we  hope  it  can  be  carried  on  in  this  new  measure. 

The  Chairman.  Thank  you  very  much.     Mrs.  Harris  T.  Baldwin. 

STATEMENT    OF    MRS.    HARRIS   T.    BALDWIN,   VICE    PRESIDENT 
NATIONAL  LEAGUE  OF  WOMEN  VOTERS,  WASHINGTON,  D.  C. 

Mrs.  Baldwin.  Mr.  Chairman,  maj^  I  refer  brieflj'  to  the  provisions 
for  maternal  and  child  health,  sections  701  and  704  in  Senate  bill  1130? 
"VMiile  the  National  League  of  Women  Voters  realize  that  this  is  not 
a  controversial  point,  either  in  principle  or  detail,  we  should  like  to 
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express  to  you  our  gratification  that  the  proponent  framers  of  this 
bil  recognized  that  the  consideration  of  child  welfare  belongs  in  a 
well-rounded  program  for  economic  security. 

Since  the  early  days  of  its  organization  members  of  the  National 
■^^"it  of  Women  Voters,  m  their  various  States,  have  been  concerned 
with  the  development  of  the  maternal  and  cliild-health  program  and 
have  worked  for  adequate  appropriations  to  carry  it  on  In  recent 
years  we  have  watched  with  dismay  health  appropriations  cut  and 
protested  with  other  organizations  the  curtailment  of  State  and  local 
maternal-  and  child-health  services.  It  has  seemed  to  us  that  the 
need  lor  such  a  program  has  become  more  and  more  urgent  with  the 
prolongation  of  the  depression. 

It  is  hardly  necessary  for  me  to  say  that  under  the  best  of  conditions 
the  expense  mcidental  to  tlie  birth  of  children  is  one  of  the  economic 
hazards  of  family  life.  There  are  frequently  additional  expenses 
because  sometimes  thmgs  do  not  go  well  and  the  mother  and  child 
are  ill  for  a  long  period  of  time.  Sometimes  one  or  the  other  dies  and 
when  the  mother  dies  the  loss  is  often  as  serious,  and  sometimes  more 
serious,  than  the  loss  of  the  wage  earner. 

Our  league  members  are  greatly  concerned  with  the  fact  that  few 
women  m  rural  regions,  and  in  many  small  towns,  have  skilled  nursing 
service  before  and  after  delivery.  There  are  counties  in  the  United 
States  where  there  is  no  skilled  trained  nurse  resident  in  the  countv 
1  hen  there  is  the  case  of  the  child.  Very  often,  because  of  the  lack 
ot  proper  care  and  the  lack  of  proper  food  in  infancy,  there  results 
pliysical  handicaps  and  undernourishment  which  affect  the  child  all 
during  his  adult  years.  The  State  may  even  be  called  upon  to  bear 
some  ot  the  economic  costs  of  these  handicaps. 

Because  of  these  facts  the  National  League  of  Women  Voters 
welcomes  the  proposal  of  Federal  aid  for  maternal  and  child  health 
combined  with  participation  by  the  States.  We  feel  that  such  an 
educational  program  will  go  far  toward  saving  lives  of  mothers  and 
babies,  and  toward  removing  some  of  the  hazards  of  childbirth  and 
infancy  We  know  that  the  Children's  Bureau  is  equipped  to  give 
thoroughly  competent  direction  to  the  program,  because  of  its  22  years 
ol  research  and  leadership  on  maternal  and  child  health  and  on  their 
relation  to  the  social  and  economic  welfare  of  the  child 

We  are  glad  to  see  that  the  bill  calls  for  the  active  participation  by 
the  States  through  the  requirement  of  matching  State  appropriations, 
because  the  States  must  increasingly  carry  the  responsibility  of  ^ivini 
actual  service  to  the  women  and  children  within  their  borders  "" 
Tj  -Tfil^T  ^""^  f""""^  *^^^  2,000,000  babies  born  each  year  in  the 
United  States,  perhaps  no  other  preventive  efforts  in  the  economic- 
security  program  will  mean  more  to  so  great  a  number  of  families. 
We  shall  perhaps  reap  the  benefit  of  such  service  not  only  in  dollars 
and  cents  but  in  human  values.  We  hope  you  will  agree  with  us  and 
act  lavorably  on  these  sections  of  the  bill. 

Senator  Harrison,   I   have   here   the   statement  of  five    national 
women  s  organizations.     Then-  representatives  did  not  wish  to  take 
y^^.  ti^e  to  be  heard  but  they  would  like  to  file  these 
ihe  Chairman.  You  may  do  so. 

Mrs.  Baldwin.  Would  you  like  to  know  what  they  are? 
1  he  Chairman.  Yes. 
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Mrs.  Baldwin.  They  are  the  statements  of  the  American  Associa- 
tion of  University  Women,  the  National  Board  of  the  Young  Women's 
Christian  Associations,  the  National  Council  of  Jewish  Women,  the 
American  Nurses'  Association,  and  the  Women's  Homeopathic  Medi- 
cal Fraternity. 

The  Chairman.  Thank  you. 

(The  letters  arc  as  follows:) 

American  Association  of  University  Women, 

Washington,  D.  C,  February  11,  1935, 
Hon.  Pat  Harrison, 

Chairman  Committee  on  Finance, 

United  Stales  Senate,  Washington,  D.  C. 

Dear  Senator  Harrison:  The  American  Association  of  University  Women^ 
which  has  a  membership  of  approximately  40,000  extending  over  the  48  States> 
wishes  to  go  on  record  in  support  of  title  VII,  section  701,  of  the  economic  security 
bill,  S.  1130. 

Our  association  endorsed  the  principle  of  Federal  aid  for  maternal  and  child 
health  work  at  the  time  the  original  Sheppard-Towner  bill  was  introduced  into 
Congress  and  has  supported  this  principle  consistently  ever  since. 

The  members  of  the  American  Association  of  University  Women  throughout 
the  country,  and  especially  those  in  rural  communities,  had  the  opportunity  of 
observing  at  first  hand  the  operation  of  the  Sheppard-Towner  Act  during  the 
period  of  its  enforcement,  and  they  feel  that  the  services  performed  at  that  time 
for  the  health  of  mothers  and  children  were  of  inestimable  value  to  the  Nation. 
The}'  feel,  further,  that  the  discontinuance  of  these  services  at  the  end  of  the  period 
specified  in  the  act  was  a  distinctly  backward  step,  and  therefore  this  association 
earnestly  supports  S.  1130,  title  VII,  section  701,  in  order  to  resume  the  needed 
safeguards  of  that  most  vital  phase  of  our  country's  welfare,  maternal  and  child 
health. 


Yours  very  sincerely. 


Margaret  F.  (Mrs.  J.  Austin)  Stone, 
Member  of  the  National  Legislative  Committee. 


Washington,  D.  C,  February  9,  1935. 
Senator  Pat  Harrison, 

Senate  Office  Building,  Washington,  D.  C. 

Dear  Senator  Harrison:  Members  of  the  Young  Women's  Christian  Asso- 
ciation have  been  interested  for  a  long  time  in  the  efforts  promoted  by  the  Federal 
Government  in  cooperation  with  the  States  for  the  reduction  of  infant  and  ma- 
ternal mortality  and  for  improving  the  health  of  mothers  and  babies,  which  was 
carried  on  up  to  1929. 

The  national  board  of  the  Young  Women's  Christian  Association  began  to 
study  tliis  subject  in  1920,  supported  the  Sheppard-Towner  bill  in  1921,  and  since 
that  time  support  of  work  in  maternal  and  child  health  has  been  included  in  the 
program  adopted  by  the  biennial  national  conventions  of  the  association.  Re- 
ports of  the  work  carried  on  under  the  maternit.y  and  infancy  law  up  to  1929  show, 
we  believe,  the  pos&il)ilities  for  lessening  the  death  rate  and  for  improving  the 
health  of  mothers  and  babies. 

As  a  woman's  organization,  we  are  interested  in  measures  for  the  conservation 
of  luiman  life.  Our  experience,  particularly  through  the  work  of  our  health  educa- 
tion de])artment  and  tlirough  our  contact  with  women  in  rural  communities, 
with  ii)du.strial  women,  and  with  foreign-born  women,  reinforces  our  belief  that 
this  work  should  again  have  the  aid  of  the  Federal  Government. 

We  are  very  eager  that  the  work  should  be  made  possible  through  favorable 
action  of  your  committee  on  the  provisions  of  S.  1130  on  maternal  and  child 
health. 

Yours  very  sincerelj', 

Esther  Cody  Danly. 

(Mrs.  E.  C.  Danly,  representing  the  national  board  of  the  Young  Women's. 
Christian  Association.) 
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National  Council  op  Jewish  Women,  Inc., 

New  York,  City,  February  11,  19S5. 
The  ISational  Council  of  Jewish  Women,  an  organization  composed  of  40,000 
members  in  43  States  and  over  200  cities  in  the  United  States,  respectfully  asks 
Congress  to  retain  provision  for  maternal  and  child  care  in  the  economic  security 
measure  now  under  consideration. 

Representing  an  organization  whose  chief  aims  include  philanthropy,  religion, 
civics,  and  legislation  which  affects  women  and  children,  we  recognize  the  present 
great  need,  and  urge  the  favorable  consideration  of  such  measures  as  will  provide 
the  continuation  of  Federal  supervision  and  aid  in  maternity  and  infancy  welfare. 

IsiATioNAL  Council  of  Jewish  Women, 
Mrs.  Arthur  Brin,  President. 
Gertrude  M.  Schloss, 

National  Representative. 


American  Nurses  Association, 

February  9,  1935. 
To  Senate  Finance  Committee: 

The  American  Nurses  Association  wishes  to  reaffirm  its  position  in  support  of 
Federal  assistance  to  mothers  and  infants  as  presented  in  section  VII  of  S.  1130, 
introduced  by  Senator  Wagner.  This  association  is  composed  of  110,000  graduate 
nurses,  many  of  whom  are  now  engaged  in  public-health  nursing  in  rural  com- 
munities. 

Therefore,  we  feel  that  we  are  in  a  position  to  know  the  value  of  nursing  service, 
especially  for  those  far  removed  from  centers  where  such  care  is  more  easily 
obtained. 

Many  nursing  services  formerly  operated  by  State  and  local  health  depart- 
ments, as  well  as  those  supported  by  philanthropic  organizations  have  been 
discontinued  because  funds  were  not  available  for  their  support,  thus  leaving 
many  thousands  of  mothers  and  babies  without  nursing  assistance  at  the  most 
critical  period  of  their  existence.  We,  therefore,  trust  that  the  bill  will  include 
section  VII  when  reported  out  by  the  committee. 

Respectfully  submitted. 

Susan  C.  Francis, 
President  American  Nurses  Association. 


Women's  Homeopathic  Medical  Fraternity, 

January  28,  1935. 
To  the  Members  of  the  United  States  Senate  Finance  Committee: 

This  is  to  certify  that  the  Women's  Homeopathic  Medical  Fraternity,  which 
is  one  of  the  member  organizations  of  the  Women's  Joint  Congressional  Com- 
mittee, urges  the  passage  of  Senate  bill  1 130,  the  part  of  it  which  refers  to  maternal 
and  child  health.  This  organization  is  anxious  to  preserve  freedom  of  pregnant 
women  and  mothers  to  choose  the  medical  treatment  they  prefer,  but  is  m  accord 
with  the  bill  in  respect  to  financial  and  sanitary  aid. 

Julia  Minerva  Green,  M.  D., 
Delegate,  Homeopathic  Medical  Fraternity. 

Senator  Barkley.  I  do  not  know  whether  this  has  been  put  in 
the  record  or  not,  but  if  not,  I  think  it  ought  to  be  included.  I  would 
like  to  know  whether  there  has  been  any  change  in  the  ratio  of  deaths 
among  children  and  mothers  since  the  National  Government  ceased 
to  make  tliis  contribution  to  the  infant  fund? 

Mrs.  Baldwin.  Senator  Barkley,  I  cannot  give  you  the  exact 
figures,  but  I  have  read  just  recently  that  there  is  a  change,  and  I 
know  the  Children's  Bureau  will  be  only  too  glad  to  give  you  those 
figures. 

Senator  Lonergan.  I  would  like  to  ask  the  witness  a  question. 
Has  your  organization  made  a  survey  in  each  State  as  to  the  location 
of  visiting  nurses  and  doctors,  in  the  agricultural  temtories? 
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Mrs.  Baldwin.  I  cannot  say  tiiat  we  have  made  a  survey  in  each 
case,  because  we  have  a  State  leaj:!;ue  in  only  about  39  States  at  the 
present  time,  but  we  are  very  conscious  of  the  fact  that  in  many  of 
the  rural  communities  there  is  a  decided  laclc  of  not  only  medical 
ser\dces  but  nursing  services.  I  remember  quite  well,  in  doing 
nutrition  extension  work  with  the  Dei)artment  of  Agriculture,  of 
going  into  rural  commimity  after  rm'al  community  where  there  was 
no  nurse  available  at  all  to  the  women  and  children  in  those  com- 
munities. 

Senator  Lonergan.  Well,  had  the  work  of  your  organization 
disclosed  that  the  States  in  each  case  failed  to  furnish  the  necessary 
service? 

Mrs.  Baldwin.  I  could  not  answer  that  question.  Senator,  I  am 
sorry  to  sa}'. 

Senator  Barkley.  Of  what  State  are  you  a  citizen,  Mrs.  Baldwin? 

Mrs.  Baldwin.  Well,  that  is  very  hard  for  n.e  to  say.  I  have  been 
a  resident  of  Washington  ever  since  I  got  out  of  college. 

Senator  Barkley.  Well,  that  has  not  been  so  very  long. 

Mrs.  Baldwin.  You  are  very  kind.  Senator,  but  I  am  a  native  of 
the  State  of  Massachusetts,  and  if  I  should  vote  I  would  probably 
vote  in  the  State  of  New  Jersey. 

The  Chairman.  Thank  you  very  much. 

The  next  witness  is  Samuel  W.  Reyburn,  of  the  National  Retail 
Dry  Goods  xVssociation  of  New  York  City. 

STATEMENT  OF  SAMUEL  W.  REYBURN,  NEW  YORK  CITY, 
NATIONAL  RETAIL  DRY  GOODS  ASSOCIATION 

Mr.  Reyburn.  I  am  also  head  of  the  Associated  Dry  Goods  Cor- 
poration of  New  York  City  and  chairman  of  a  committee  represent- 
ing the  National  Retail  Dry  Goods  Association. 

Gentlemen,  the  retailer  is  very  close  to  the  consumer;  therefore, 
to  the  average  citizen.  For  some  years  many  retailers  have  been 
concerned  about  this  problem.  A  few  months  ago  they  began  to 
study  some  phases  of  it  quite  intensivel}'.  The  association  I  repre- 
sent has  5,478  members.  They  have  members,  I  think,  in  every 
State  in  the  Union. 

Senator  Lonergan.  Pardon  me.  What  constitutes  a  member- 
ship? 

Mr.  Reyburn.  A  store.  It  might  be  a  corporate,  or  an  individual, 
or  a  partnership,  but  the  people  operating  stores  who  want  the 
facilities  of  the  organization. 

Senator  Lonergan.  Thank  you. 

Mr.  Reyburn.  They  are  reasonably  large  stores  in  most  com- 
munities, and  stores  with  more  or  less  modern  methods  of  accounting 
and  training  and  probably,  on  the  average,  the  more  progressive 
stores. 

They  do  probably  $3,500,000,000  of  business.  They  must  employ 
six  or  seven  hundred  thousand  people.  Out  of  their  studies  came  a 
resolution  at  their  convention  in  January  of  this  year.  We  have 
asked  the  clerk  to  place  before  the  Senators  a  copy  of  that  resolution. 
While  it  is  short,  1  would  rather  not  take  the  time  to  read  it,  but  I 
would  like  to  have  it  printed  in  the  record. 

The  Chairman.  Those  copies  are  before  us.  It  will  be  placed  in 
the  record. 
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Retailers'  Economic  Security  Plan 


The  United  States  has  sufficient  resourc.:-.,  productive  capacity,  human  energy, 
and  skill  to  provide  at  least  a  fair  minimum  standard  of  life  continuously  for  all 
the  people.  The  relations  of  the  United  States  with  the  rest  of  the  world  are 
tranquil.  It  is  not  torn  by  internal  political  or  class  strife.  There  is  no  natural 
basis  for  the  present  disorganized  state  of  economic  affairs.  All  conditions  exist 
for  renewed  prosperity  and  progress. 

All  production  and  consecjuent  employment  is  in  response  to  current  or  expected 
consumer  demand.  Effective  demand  can  occur  only  when  the  con.=;ii.mer  has 
money  or  credit.  But  only  through  production  and  distribution  can  the  money 
or  credit  which  is  necessarj'  to  create  consunjer  demand  become  available.  Dis- 
tortion in  these  relations  causes  the  vicious  circle  of  expansion  and  depression. 

The  objective  of  this  study  is  to  explore  certain  suggestions  that  have  been 
made  for  general  economic  security.  These  cover  the  hazards  of  unemployment, 
old  age,  sickness,  disability,  and  dependency.  Any  plan  must  meet  the  test  of 
practicability.  In  the  last  analysis,  this  test  is  the  effect  of  any  proposed  measure 
in  breaking  the  vicious  circle  of  expansion  and  depression.  Powerful  influences 
that  will  protect  society  against  the  dislocation  caused  by  these  economic  extremes 
must  be  sought,  both  by  the  Government  and  by  business. 

We  must  distinguish  between  a  desired  ultimate  objective,  with  respect  to  eco- 
nomic security,  and  the  necessities  caused  by  the  situation  in  which  we  find 
ourselves.  With  respect  to  the  administration  program  for  meeting  the  present 
situation  on  an  emergency  basis  through  providing,  as  proposed  by  the  adminis- 
tration, work  when  possible  and  relief  when  necessary,  we  are  in  accord.  But 
we  must  not  permit  ourselves  to  accept  these  emergency  measures  as  permanent 
solutions. 

Our  objective  should  be  to  give  the  worker  work  and,  through  adequate  reserves 
and  insurances,  protection  against  the  hazards  of  unemploj^ment,  old  age,  sickness, 
disability,  and  dependency.  Unfortunately,  the  building  up  of  reserves  for  each 
of  these  purposes  reduces  purchasing  power,  particularly  in  its  initial  stages. 
This,  however,  should  not  cause  us  to  delay  the  develoj^ment  of  programs,  nor 
should  it  prevent  us  from  taking  the  initial  steps  and  of  progressively  increasing 
a  general  program  of  economic  security. 

UNEMPLOYMENT    RESERVES 

The  purposes  of  unemployment  reserves  are  to  alleviate  the  shock  of  unem- 
ployment, to  increase  continuity  of  employment,  and  to  aid  in  the  stabilizing  of 
consumption. 

Unemployment  reserves  can  be  built  up  which  will  take  care  of  unemployment 
resulting  from  seasonal  and  other  variations  in  the  use  of  the  products  of  an 
industry,  from  technical  improvements  in  the  methods  of  production,  and  from 
the  initial  effects  of  cyclical  unemployment.  Such  reserves  can  be  made  to  apply 
to  the  large  majority  of  industrial  and  commercial  workers.  A  program  of  unem- 
ployment reserves,  to  be  of  national  benefit,  must  be  created  by  Federal  law. 
Such  law  must  result  in  eliminating  undue  benefits  for  particular  States  that  might 
be  unwilling  to  meet  a  minimum  national  standard.  At  the  same  time,  it  should 
be  flexible  enough  to  allow  for  administrative  variation,  to  correspond  with  local 
needs  and  preferences,  and  to  provide  much-needed  practical  experimentation. 

The  unemployment  reserve  fund,  in  our  opinion,  should  be  built  up  by  contribu- 
tions by  the  employer,  the  employee,  and  the  State.  The  State  should  contribute 
at  least  the  expenses  of  administration,  in  order  that  the  full  amount  contributed 
by  employers  and  employees  may  be  available  as  benefits. 

In  the  initial  stages,  the  contributions  from  the  various  industries  and  estab- 
lishments should  be  at  the  same  basic  rate.  As  soon  as  experience  with  the 
incidence  of  unemployment  is  built  up,  provision  should  be  made  whereby  dif- 
ferential rates  can  be  established.  This  would  be  an  inducement  to  employers 
to  exercise  their  ingenuity  and  initiative  in  stabilizing  employment  and  would 
discourage  them  from  throwing  workers  upon  the  unemployment  fund  as  a 
measure  of  labor  economy. 

No  matter  how  just  a  plan  may  be,  nor  how  skillfully  its  other  provisions  may 
be  drawn,  it  cannot  survive  an  unsound  administrative  arrangement.  The 
administrative  agency  in  the  State  charged  with  the  disburseinent  of  funds 
accumulated  for  unemployment  benefits  should  be  a  nonpolitical  commission, 
responsible  to  no  other  administrative  agency  save  only  to  the  Governor,  and 
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with  no  other  duties  whatsoever.  The  law  should  Ije  specific  as  to  the  rules: 
under  which  the  commission  should  operate;  and  latitude  for  administrative, 
discretion,  although  generally  wise,  should  here  l)e  rigorously  limited. 

.\11  funds  reserved  for  unemployment  benefits  should  be  deposited  with  an- 
approi)riate  Federal  agency,  so  that  the  effect  of  these  accuinulations  on  the 
general  monetary  position  can  be  adequately  safeguarded.  No  one  can  foretell 
the  exact  effect  of  these  accumulated  funds  at  different  phases  of  the  credit 
cycle.  No  one  except  the  Federal  Government  should  be  asked  to  assume 
responsibility  for  the  solvency  of  the.se  funds. 

A  plan  of  unemployment  reserves  presupposes  an  efficient  and  widely  distrib- 
uted system  of  public  employment  offices.  In  recent  months  there  has  been  a 
certain  improvement  of  this  important  public  service,  but  further  progress  must 
be  made  to  meet  the  needs  that  will  arise.  The  Federal  Government  should  con- 
tinue its  interest  and  support  of  State  public  employment  offices,  and  should  be 
supported  in  its  efforts  to  provide  a  workable  Federal-State  system. 

While  unemployment  reserves  will  take  the  first  brunt  of  cyclical  depression, 
full  plans  should  be  made  readj'  for  public  works  and  for  measures  of  relief  that 
will  more  promjjtly  than  has  been  the  case  in  the  present  depression  restore  the 
purchasing  power  upon  which  industry  depends.  We  are  in  sympathy  with  the 
efforts  being  made  bj'  the  Federal  Government,  in  cooperation  with  the  States, 
to  plan  constructive  public  projects  for  the  future. 

OLD-AGE    SECURITY 

We  must  distinguish  between — 

(a)  The  development  of  a  plan  for  insurance  at  old  age  for  those  still  in  the 
prime  of  life;  and 

(b)  The  immediate  problem  of  relieving  the  condition  of  persons  already  of 
advanced  years. 

The  huge  liability  already  existing  with  respect  to  the  latter  group  precludes 
'  the  consideration  of  ordinary  insurance  for  it.  The  necessary  relief  to  the  present 
aged  can  be  gi\'en  only  as  old-age  pensions,  not  as  insurance,  and  public  funds 
must  be  drawn  upon  to  provide  these  pensions. 

We  suggest  a  program  of  Federal  and  State  cooperation,  in  the  provision  of 
the  resources  necessary  for  pensions,  with  flexibility  that  will  permit  each  State 
to  arrange  the  terms  and  conditions  in  accordance  with  local  needs. 

Old  age  is  a  universal  hazard.  No  program  of  old-age  insurance  should  be 
contemplated  which  does  not  make  provision  for  ever}'  citizen.  If  in  the  near 
future  a  program  of  old-age  pensions  can  he  adopted  there  will  then  be  time 
to  consider  the  more  difficult  problem  of  setting  up  a  plan  of  old-age  insurance, 
which  eventually  should  come. 

PROVISIONS  FOR  SICKNESS  AND  DISABILITY 

The  losses  to  tlie  individual  and  to  the  community  from  sickness  and  disability 
are  in  the  aggregate  very  large.  No  plan  for  economic  security  can  in  the  long 
run  ignore  these  losses.  We  believe  that  in  principle,  insurance  against  such 
losses  is  so  sound  that  there  should  be  no  delay  in  the  working  out  of  concrete 
legislative  projjosals  to  effectuate  this  puri)08e.  We  advocate  the  api)ointment 
of  a  Federal  commission  to  study  this  problem  with  an  open  mind,  as  respects 
the  needs  and  possibilities  for  the  people  of  the  United  States,  and  to  report 
definite  j-ecommendations  that  can  be  put  into  practice  as  soon  as  conditions 
warrant. 

mothers'   AND  widows'   PENSIONS 

In  spite  of  tlie  increased  economic  security  that  the  above  measures  will  pro- 
vide, there  remains  the  problem  of  the  dei)endents  of  the  deceased  worker's 
family.  We  have  in  this  country  at  the  present  time  an  established  tradition 
with  re.spect  to  inotliers'  and  widows'  j)ensions.  Unfortunately,  the.se  pensions 
are  less  general  than  is  dcsiral>le.  We  suggest  that  the  Federal  Government  in 
cooperation  with  the  States,  establish  minimum  standards  of  l^enefits,  toward 
which  the  Federal  Government  may  make  an  appropriate  financial  contribution. 

RELIEF    and    WELFARE 

We  realize  only  too  well  that  after  all  the  mentioned  hazards  have  been  taken 
care  of,  there  remain  many  people  for  whom  relief  is  necessary.  We  agree  with 
the  administration  that  these  should  be  provided  for  by  each  individual  State, 
in  accordance  with  recognized  social  service  standards. 
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We  submit  these  views  in  the  hope  that  they  will  be  helpful  as  representing 
the  point  of  view  of  a  large  body  of  American  business. 

(Note. — The  committee  that  prepared  this  plan  was  appointed  by  the  president 
of  the  National  Retail  Dry  Goods  Association,  with  the  authority  of  the  executive 
committee,  at  a  meeting  held  on  January  3,  1935.  The  members  of  the  com- 
mittee are:  Percy  S.  Straus,  chairman;  R.  H.  Macv  &  Co.,  New  York,  N.  Y.; 
F.  W.  Alfred,  Cladding's,  Inc.,  Providence,  R.  I.;  C'  B.  Clark,  the  J.  L.  Hudson 
Co.,  Detroit,  Mich.;  Lew  Hahn,  New  York,  N.  Y.;  Albert  D.  Hutzler,  Hutzler 
Brothers  Co.,  Baltimore,  Md.;  Edgar  J.  Kaufmann,  Kaufmann  Department 
Stores,  Inc.,  Pittsburgh,  Pa.;  Louis  E.  Kirstein,  Wm.  Filene's  Sons  Co.,  Boston, 
Mass.;  Fred  Lazarus,  Jr.,  the  F.  &  R.  Lazarus  &  Co.,  Columbus,  Ohio;  Ward  Mel- 
ville Shoe  Corporation,  New  York,  N.  Y.;  Frank  H.  Neely,  Rich's,  Inc.,  Atlanta, 
Ga.;  Dr.  Paul  H.  Nvstrom,  Limited  Price  Variety  Stores  Association,  Inc.,  New 
York,  N.  Y.;  David'Owens,  J.  B.  Ivey  &  Co.,  Charlotte,  N.  C;  Samuel  W.  Rey- 
burn.  Associated  Dry  Goods  Corporation,  New  York,  N.  Y.;  Oscar  Webber,  the 
J.  L.  Hudson  Co.,  Detroit,  Mich.;  Gen.  R.  E.  Wood,  Sears,  Roebuck  &  Co., 
Chicago,  111.) 

Mr.  Reyburn.  In  just  a  few  general  statements,  I  want  to  repre- 
sent the  reta,ilers,  because  I  will  be  followed  by  another  merchant  from 
Baltimore  who  will  go  into  some  specific  deta,ils. 

The  general  principle  we  approve.  As  we  look  at  it,  fortunately  we 
now  seemed  to  have  reached  the  time  when  the  mass  mood  is  changing 
from  a  feeling  of  pessimism  and  helplessness.  The  new  mood  is  not 
the  unfounded  optimism'  which  existed  just  before  the  beginning  of 
the  depression.  It  is  not  the  futile  wish  we  held  in  1930  for  a  lucky 
turn  of  events  to  restore  better  times.  It  is  not  a  belief  that  the 
Government  can  create  wealth  and  lift  all  troubles  from  our  shoulders. 
Itis  amore  healthy  state  of  mind  and  feeling  than  any  of  these ;  courage, 
self-reliance,  and  confidence  are  reviving.  On  every  hand  we  see 
evidence  of  a  return  to  the  good  old  American  belief  that  as  individuals 
we  who  have  jobs  can  take  care  of  ourselves  and  assist  our  neighbors 
who  have  met  with  misfortunes  and  give  intelligent  aid  to  our 
Government. 

Consumers  are  showing  a  greater  willingness  to  buy,  which  is 
consumption's  way  of  commanding  production  and  distribution  to 
increase  employment. 

The  old  cycle  is  ended  and  the  new  has  begun.  Better  times  are 
on  the  way. 

The  rate  and  degree  of  progress  will,  in  a  large  measure,  depend  on 
our  cooperation  in  thought  and  deed.  Each  one  must  feel  his  respon- 
sibility and  endeavor  to  do  his  part.  We  must  become  less  self- 
centered,  more  aware  that  what  is  for  the  good  of  the  whole  group  is, 
in  the  end,  better  for  each  individual  than  that  thing  which  would 
seem  to  be  more  immediately  profitable  to  him. 

Leaders  of  thought  in  every  field — labor,  industry,  commerce,  the 
pulpit,  the  press,  and  in  the  professions— have  a  very  great  responsi- 
bility at  tliis  time.  They  should  endeavor  to  put  aside  anything  of 
narrowness,  envy,  intolerance.  They  must  investigate,  search  for 
and  evaluate  facts  with  honest,  open,  and  courteous  minds.  They 
must  give  freely  of  their  mental,  moral,  and  annual  strength  in  this 
period  when  faith  and  courage  are  returning. 

In  the  study  of  social  insurance  we  should  not  think  of  it  as  some- 
thing new.  The  principle  is  as  old  as  Adam  and  Joseph  and  has 
been  taught  by  leaders  down  through  the  ages.  Its  practical  value 
is  based  on  that  constant  conflict  of  hopes  and  fears,  feelings  and 
beliefs,  which  exists  in  every  normal  human  breast,  and  on  the  con- 
stant variations  of  natural  forces  wliich  have  influenced   tliis  old 
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planet  from  year  to  year  for  untold  centuries.  It  is  a  recognition 
of  the  fact  tliat  these  varying  moods  of  the  human  being  coupled 
with  these  constant  changes  in  physical  nature  will  always  give 
us  seasons  of  plenty,  alternating  with  seasons  of  famine.  This  pro- 
posed legislation  following  an  old  principle  is  a  new  device  designed 
to  fit  into  these  complex  times  through  which  investor,  management, 
and  worker  shall  each  be  compelled  to  follow  an  old  principle  and 
lay  aside  part  of  income  in  normal  times  to  mitigate  distress  when 
hardships  come. 

In  those  daj's  of  the  individualism  of  pastoral  and  agricultural 
economy  the  head  of  each  family  was  urged  to  follow  the  principle. 
In  these  times  of  big  corporations  and  large  organizations,  industrial 
economy  requires  compulsory  cooperation  of  all  employers  and 
workers. 

The  merchants  in  their  stud}'  of  old-age  security  distinguished 
between  (a)  the  development  of  a  plan  for  insurance  at  old  age  for 
those  still  in  the  prime  of  life  and  (b)  the  immediate  problem  of  re- 
lieving the  condition  of  persons  already  advanced  in  years. 

In  regard  to  the  latter  (b),  they  believe  the  State  and  the  Nation^ 
out  of  general  funds  and  with  no  specific  charge  on  industry  and  com- 
merce, should  meet  these  obligations. 

As  to  the  former  (a),  they  called  attention  to  the  fact  that  old  age 
was  a  universal  hazard.  Everyone  who  lived  long  enough  enjoyed  it 
or  suffered  it.  Therefore  any  program  for  this  group  should  make 
provision  for  every  citizen  who  would  ever  need  it.  Of  course  there 
should  be  a  "means"  test. 

While  all  of  us  who  have  jobs  will  either  pay  for  it  in  prices  of  goods 
we  consume  or  in  our  tax  biUs,  we  think  it  should  be  a  responsibility 
from  year  to  year  of  every  political  administration.  We  differ  very 
definitely  with  provisions  of  the  bill  and  with  the  views  expressed  by 
Secretary  Morgenthau  before  the  Ways  and  Means  Committee  of 
Congress  I  believe,  on  the  4th  instant,  and  reported  in  the  press  of 
Wednesday,  February  6,  in  which  he  advocated  excise  ti^::  on  pay  r'^U 
and  income  tax  on  wages  for  this  purpose. 

The  merchants  with  whom  I  have  talked  and  many  men  other  than 
merchants  in  industry  and  commerce  believe  this  to  be  a  proper  charge 
against  general  revenues  of  States  and  nations. 

Senator  Connally.  Are  you  not  confusing  the  unemployment  with 
the  old-age  pension?  The  old-age  pension,  as  I  understand  this  bill, 
is  not  paid  for  by  the  tax  on  pay  rolls  at  all,  but  comes  from  general 
revenue? 

Mr.  Reyburn.  Look  at  section  301. 

Senator  Black.  The  second  phase  of  the  old-age  pension  is  different, 
as  I  understand  it.    It  is  in  line  with  what  he  suggested. 

Senator  Connally.  I  beg  your  pardon. 

Mr.  Reyburn.  The  old-age  annuity,  the  bill  calls  it.  It  is  dealt 
with  in  section  301.  • 

Senator  Connally.  Above  C.'»  is  what  we  refer  to  generally  as  the 
old-age  pension. 

Mr.  Revbchn.  We  uivideu  them  inio  the  groups  thui  now  have 
need  of  assistance,  wliich  the  State  and  the  Nation  should  take  im- 
mediate care  oi",  and  in  the  other  grou].>,  the  younger  people  who  some 
day  will  become  old.  we  think,  jjerhaps  you  should  take  further  time 
and  study  licit.     My  own  tb.ought  is — I  cannot  speak  for  the  mer- 
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chants,  because  you  must  recognize  that  our  program  was  adopted 
on  the  15th,  I  think  2  days  before  the  economic  security  report  was 
made  to  the  President,  and  we  had  framed  that  on  the  12th  of  the 
month  after  this  long  study  I  spoke  of.  They  are  quite  similar  in 
many  respects,  but  we  had  no  bill  before  us  to  deal  with,  but  I  cannot 
definitely  speak  for  all  of  those  merchants  as  to  particular  problems 
in  the  bill.  I  can  only  go  back  to  the  text  of  that.  But  my  own 
thought  is  that  that  part  of  it  could  be  eliminated  for  further  study. 

Senator  Walsh.  Who  were  the  merchants  that  made  this  study? 

Mr.  Reyburn.  There  was  a  special  committee  of  26,  a  voluntary 
committee. 

Senator  Walsh.  I  do  not  care  to  know  who  the  26  were.  Were 
there  any  2  or  3  members  that  made  a  special  study? 

Mr.  Reyburn.  I  appeared  as  early  as  1931  against  action  at  that 
time  before  the  New  York  Legislature.  I  had  been  reading  about  it 
for  some  years. 

Senator  Walsh.  I  thought  perhaps  you  made  a  special  study  at  the 
present  time. 

Mr.  Reyburn.  As  chairman  both  of  the  National  Retail  Dry 
Goods  Committee  and  this  special  committee  of  26  since  the  1st  of 
October. 

Senator  Walsh.  Mr.  Lincoln  Filene  asked  to  appear  before  the 
committee. 

Mr.  Reyburn.  Yes. 

Senator  Walsh.  Is  he  a  member  of  the  association? 

Mr.  Reyburn.  Yes,  he  is  a  member  of  the  association. 

Senator  Walsh.  Are  you  expressing  his  views? 

Mr.  Reyburn.  No. 

Senator  Walsh.  Does  he  entertain  different  views  from  yours? 

Mr.  Reyburn.  He  does  in  some  respects  with  reference  to  this  bill. 

Senator  Walsh.  I  just  wanted  to  know. 

Mr.  Reyburn,  He  and  his  brother  differ,  and  then  their  partner, 
Mr.  Kirstein,  still  has  another  point  of  view.  The  attitude  of  the 
members  of  that  firm  indicates  the  complexity  of  the  question. 

Senator  Black.  May  I  suggest  to  the  witness  in  connection  with  a 
statement  made  a  while  ago  that  section  301  provides  for  the  tax  to 
which  he  refers  for  old-age  pension,  and  section  405  designates  it  not 
as  pensions,  but  as  annuities,  so  that  it  does  impose  a  tax  to  what  he 
pays  on  the  pay  roll  for  old-age  annuities  for  the  second  phase  of  the 
bill.    You  will  find  it  at  page  15  of  the  bill  and  page  25  of  the  bill. 

Senator  Barkley.  I  did  not  get  from  you  what  your  official 
connection  with  the  National  Retail  Dry  Goods  Association  is? 

Mr.  Reyburn.  I  have  been  a  member  of  it  since  I  became  a 
merchant,  21  years  ago,  and  I  have  been  a  director  at  various  times, 
and  now  I  have  been  chairman  of  their  committee  since  last  October 
when  they  appointed  a  committee  on  this  subject  of  economic  security. 

Senator  Barkley.  I  see  that  you  are  connected  with  the  Associated 
Dry  Goods  Corporation. 

Mr.  Reyburn.  Yes,  I  am  president  of  that. 

Senator  Barkley.  What  is  that  organization? 

Mr.  Reyburn.  It  owns  8   department  stores  in  5  States.     One 

them  is  in  your  town  of  Louisville. 

Senator  Barkely.  Under  what  name? 

Mr.  Reyburn.  Stewart  Dry  Goods  Co. 
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Senator  Couzens.  Are  these  all  held  through  a  holding  company? 

Mr.  Reyburn.  Yes;  a  holding  company  owns  these  eight  stores. 
However,  they  are  locally  managed;  there  is  no  question  about  that. 
I  am  the  partner  of  the  heads  of  the  different  stores,  but  only  a  junior 
partner  or  consulting  partner. 

Senator  Connally.  Is  each  one  a  separate  corporation? 

Mr.  Reyburn.  It  is  a  separate  corporation;  yes,  sir. 

Senator  Barkely.  Dividends  are  jDaid  to  the  stockholders  of  each 
separate  corporation  and  also  to  the  stockholders  of  the  holding 
company? 

Mr.  Reyburn.  All  the  stores  but  one  are  wholly  owned,  and  so  the 
dividends  go  to  the  holding  company  and  from  there  to  the  stock- 
holders. 

Senator  Barkely.  I  was  wondering  whether  the  dividends  are 
pyramided,  that  is,  separate  dividends  to  each  separate  corporation's 
stockholders,  and  then  the  stockholders  of  the  holding  company  are 
supposed  to  get  dividends. 

Mr.  Reyburn.  That  is  beside  this  question,  but  I  would  like  to 
explain  it  if  you  have  time. 

Senator  Barkley.  The  holding  company  owns  all  of  the  stock  in 
the  corporation? 

Mr.  Reyburn.  All  except  one  of  the  stores,  there  is  a  little  out- 
standing stock. 

Senator  Barkley.  So  the  dividends  all  go  to  the  holding  company? 

Mr.  Reyburn.  Yes.  May  I  say  just  a  word  on  holding  companies? 
You  know  we  business  men  discover  safety  in  our  ventures  by  dis- 
tributing our  risks,  just  as  insurance  companies  do,  and  the  justifica- 
tion of  the  department  store  is  that  principle  of  distributing  risks. 
It  has  many  stores  in  one.  Some  of  them  are  in  black  this  time  and 
in  the  red  next  time,  but  altogether,  going  along  together,  with  the 
advantages  of  watching  results  and  developing  better  plans  and  better 
principles,  presumably  they  are  all  benefited  and  the  investor  is  bene- 
fited. That  same  principle  applies  to  a  holding  company  like  ours. 
It  was  the  consolidation  of  two  other  holding  companies  when  I  took 
charge  of  it.  It  has  never  been  changed  as  far  as  the  principle  of 
representing  the  stockholders  is  concerned,  and  it  remains  now  just 
as  it  did  21  years  ago,  and  our  risk  is  distributed  in  each  store  among  60 
or  70  departments,  and  then  the  risk  is  distributed  in  8  different  st^^res 
in  8  different  localities.     That  was  the  principle  on  which  it  was  set  up. 

Senator  Barkley.  Let  me  ask  you  this:  I  have  been  somewhat 
familiar  with  the  National  Retail  Dry  Goods  Association  over  a  num- 
ber of  years — I  have  addressed  its  meetings.  I  would  like  to  ask 
you  what  is  the  genesis  of  the  interest  of  the  National  Retail  Dry 
Goods  Association  in  this  tyjie  of  legislation  if  you  can  tell  us  again? 

Mr.  Reyburn.  The  interest  of  the  retailer  is  the  interest  of  the 
consumer,  wliich  is  practically  the  interest  of  the  citizen.  In  pros- 
perous times  lie  got  his  political  obligations  and  his  religious  and 
social  obligations  kind  of  mixed  i!]>  and  he  paid  very  little  attention 
to  ])olitics.  He  realized  aftc-r  a  while  tliat  while  iie  ocght  not  to 
interfere  with  a  man's  religion  because  the  freedom  of  that  was 
guaranteed  to  liim,  or  free  s])eech,  or  his  social  aspirations,  he  has 
begun  to  realize  that  his  ])olitical  duties  are  separated  from  those 
and  he  ought  to  attend  to  them,  and  he  got  into  this,  as  I  expressed 
it  in  one  of  my  speeches — business  got  so  interesting  back  in  1919 
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that  I  began  to  neglect  my  political  duties,  so  I  lost  my  name.  I  am 
trying  to  get  my  name  back.  This  was  a  thing  where  I  thought  I 
could  help  my  business  and  help  my  country,  and  I  began  to  talk 
about  it,  and  the  first  thing  you  knew,  they  wished  a  chairmansliip 
on  me,  so  I  have  been  a  journeyman  country  saver  most  of  the  time 
since  last  October.  That  is  about  as  near  as  I  can  answer  you  gs  to 
how  they  got  interested.  A  number  of  other  men  were  thinking  as 
I  did,  so  we  got  together  and  expressed  it  in  tliis  resolution. 

Senator  Walsh.  Your  interest  was  somewhat  based  upon  the 
possible  effect  on  your  pay  roll? 

Mr.  Reyburn.  We  are  willing  to  stand  taxes.  We  would  like  them 
to  interfere  as  little  as  possible  with  industry  and  employment. 

Senator  Walsh.  It  is  a  proper  attitude. 

The  Chairman.  We  are  glad  to  get  your  views  and  will  consider 
your  suggestions. 

Mr.  Reyburn.  Thank  you  Senator.  I  just  have  one  paragraph 
that  I  did  not  read  of  this  memorandum. 

We  think  the  Federal  Government  should  participate  in  such  a 
program  to  bring  about  uniformity  throughout  the  Nation.  How- 
ever, flat  rates  for  benefits  should  not  be  paid.  The  cost  of  maintain- 
ing social  and  economic  standards  vary  greatly  in  different  States  and 
in  dift'erent  counties  and  municipalities  in  the  States.  Such  practical 
difl'erentials  in  living  standards  should  be  taken  into  consideration. 
Otherwise  in  those  counties  and  municipalities  where  living  is  simple, 
wholesome,  and  less  expensive,  payment  of  benefits  on  flat  rates 
would  in  fact  be  given  advantages  that  would  amount  to  a  preferential 
over  those  people  who  live  in  localities  where  the  necessities  of  life 
were  more  expensive. 

In  other  words,  the  distribution  of  such  funds  should  be  made  on 
some  plan  that  would  provide  an  equality  of  real  income  rather  than 
monetary  equality. 

Senator  Barkley.  Are  you  speaking  now  of  the  pension  features 
or  unemployment  features? 

Mr.  Reyburn.  In  the  schedule  here. 

Senator  Barkley.  What  do  you  think  of  the  widsom  and  propriety, 
purely  as  a  matter  of  government,  of  levying  a  tax  on  the  people 
of  one  State  for  a  definite  and  specific  purpose  and  then  if  the  State 
does  not  pass  legislation  that  would  bring  it  within  the  meaning  of 
the  law,  to  expend  the  money  for  that  purpose,  in  general  govern- 
mental purposes  and  not  the  purposes  indicated  in  the  act? 

Mr.  Reyburn.  I  am  entirely  a  States'  Righter.  I  think  local 
people  can  look  after  local  affairs  better  than  some  people  far  away, 
but  you  know  the  interstate  commerce  knows  no  State  lines,  credit 
knows  no  State  lines,  and  in  our  modern  industrial  civilization,  these 
problems  of  social  security  will  have  to  recognize  that  fact  and  not  be 
bound  down  by  State  lines.  I  may  not  be  able  to  defend  it  as  a  high 
moral  principle,  but  I  see  no  objection  to  it  in  a  thing  of  this  kind. 
It  may  be  a  dangerous  thing,  and  I  do  not  mean  to  endorse  it,  but  at 
this  particular  time — and  I  am  speaking  only  for  myself  and  trying  to 
answer  your  question — a  law  that  would  seem  fair  generally  and  would 
be  permitted  by  the  Constitution  that  looked  to  compelling  the  States 
to  contribute,  even  though  it  penalized  those  States  who  did  not  come 
forward,  and  in  that  event  would  give  more  money  to  the  States  that 
did  cooperate  in  the  law,  might  be  fair. 
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Senator  Barkley.  That  is  not  what  is  going  to  happen.  Let  us 
assume  that  we  pass  this  act  within  the  next  2  or  3  months  and  that 
the  legislatures  of  half  the  States  take  advantage  of  it  by  providing 
laws  of  their  own,  which  would  bring  back  to  them  90  percent  of  the 
3-percent  tax  that  is  le^'ied  on  their  pay  rolls.  The  other  half  of  the 
States  for  one  reason  or  another  do  not  enact  that  legislation,  but  the 
3-percent  tax  is  levied  on  their  pay  rolls  just  the  same.  That  3 
percent  collected  from  half  the  States  that  do  not  enact  their  own  laws 
does  not  go,  not  a  nickel  of  it,  into  unemployment  insurance  in  the 
other  half  of  the  States  but  it  is  covered  into  the  Treasury  and  may 
be  used  for  any  purpose  for  which  money  may  be  appropriated. 

The  point  that  I  have  in  mind  and  that  sticks  in  my  craw  is  that 
there  ought  to  be  some  earmarking  of  this  unemployment  money  that 
is  collected  from  the  States  that  for  one  reason  or  another  might  not 
be  able  to  enact  this  law  within  a  year  or  two,  so  that  when  it  does 
come  in,  that  money  would  be  available  and  not  just  take  it  away 
from  them  and  put  it  into  salaries  and  general  expenses,  highways,  or 
any  other  Government  purposes.  It  seems  to  me  if  it  is  collected  for 
unemployment  insurance  it  ought  to  be  spent  for  unemployment 
insurance,  and  if  the  State  is,  by  reason  of  the  delay  in  its  legislative 
session  or  for  any  other  reason  it  cannot  overnight  comply  with  the 
requirements,  that  the  money  collected  from  it  ought  to  be  held 
against  the  day  when  it  can  comply  or  will,  so  that  it  will  get  the 
benefit  of  it.     That  is  my  idea.     I  would  like  to  get  your  reaction  to  it. 

Mr.  Reyburn.  I  will  give  you  my  reaction.  It  seems  to  me  there 
is  much  justice  in  what  you  say.  I  have  not  a  definite  opinion  on  that, 
but  not  doubt  you  have  given  it  a  good  deal  of  thought. 

Senator  Barkley.  I  would  not  want  to  do  anything  by  which  the 
State  would  be  encouraged  to  delay  its  law.  I  cannot  see  just  how 
that  would,  because  it  has  to  pay  the  tax  anyhow,  and  yet  I  do  see 
that  it  seems  to  me  that  we  have  gone  out  here  perhaps  to  raise  a  fund 
for  unemployment,  that  that  monej'^  ought  to  go  to  unemployment  and 
not  something  else. 

Senator  Black.  I  am  very  interested  in  your  statement,  as  I  under- 
stood you,  that  your  association  favored  the  idea  of  collecting  as 
much  of  this  as  possible  for  general  revenue  rather  than  from  the  pay- 
roll tax.     Was  I  correct  in  that  understanding? 

Mr.  Reyburn.  In  all  the  pension  problems,  we  think  that  ought 
to  be  done.  Everyone  suffers  from  old  age  and  everyone  ought  to 
get  that  benefit.  Industry  all  by  itself  ought  not  to  pay  them.  If 
you  pay  it  out  of  general  revenues,  it  w^ill  be  a  matter  of  legislation 
from  year  to  year,  and  that  will  educate  the  public  better,  and  it  will 
educate  the  various  administrations  to  carry  on  that  responsibility, 
and  I  believe  it  will  get  a  better  and  more  economic  administration 
of  that  law. 

Senator  Black.  You  then  will  have  to  pay  the  taxes  either  way, 
under  general  revenues  of  the  pay  roll? 

Mr.  Reyburn.   Yes. 

Senator  Black.  But  you  believe  a  better  method  would  be  from 
general  revenue  sources? 

Mr.  Reyburn.  I  know  the  difficulties  you  gentlemen  are  up  against 
in  revenue.  Everybody  resists  it,  but  I  think  the  public  opinion  of 
these  probably  37,000,000  who  have  jobs  now  and  who  are  struggling 
with  this  problem,  would  very  readily  accept  and  support  you  if  the 
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press  and  platform  would  advocate  it,  and  I  have  talked  to  a  great 
many  people — to  have  a  very  much  broader  base  on  your  income  tax. 
It  would  be  a  fine  thing  if  you  could  get  that  and  get  it  accepted. 
Your  revenue  would  be  a  steadier  flow,  and  you  would  have  more 
people  paying  it,  and  you  would  have  more  revenue. 

The  Chairman.  You  mean  by  a  broader  base,  to  reduce  the  exemp- 
tions? 

Mr.  Reyburn.  Yes;  reduce  exemptions  very  low  down. 

Senator  Couzens.  What  would  you  say  about  an  excess-profits  tax? 

Mr.  Reyburn.  I  think  excess-profits  tax  works  two  or  three  ways. 
Our  tax  laws  since  the  war  have  really  gotten  so  that  they  have  con- 
tributed largely  to  the  troubles  of  this  depression.  I  think  excess- 
profits  tax  as  I  observed  it,  and  maybe  as  I  have  used  it,  caused  an 
increase  of  administration  of  business,  because  they  see  that  money 
is  going  to  pile  up,  it  has  to  go  to  the  taxgatherers,  and  they  put  in 
improvements  that  they  do  not  need.  Of  course,  that  buys  material 
and  pays  for  some  labor,  or  they  have  big  advertising,  but  the  trouble 
of  it  is  the^Y  set  a  standard  that  when  the  excess  profits  are  gone,  they 
are  too  extravagant  in  the  administration  of  their  business. 

Senator  Black.  You  mean  they  would  like  to  pay  large  salaries 
and  large  bonuses? 

Mr.  Reyburn.  Yes. 

Senator  Black.  What  would  you  think  about  a  tax  on  large  salaries 
and  large  bonuses,  if  that  is  the  method  of  getting  away  from  it? 

Mr.  Reyburn.  I  always  thought  the  taxes  on  my  salary  were  very 
much  too  heavy. 

Senator  Black.  You  would  be  opposed  if  they  raised  the  salaries 
and  the  bonuses  beyond  reasonable  limits;  you  would  be  opposed  to 
a  tax  on  them? 

Mr.  Reyburn.  I  have  grumbled  about  my  taxes  but  I  have  paid 
them.  I  have  never  been  in  any  trouble  until  1932.  I  am  called  in 
on  the  carpet  now  in  the  captain's  office,  but  I  think  that  people  with 
money  and  with  income  are  cheerful  about  paying.  Most  of  them 
that  I  talked  to  would  like  to  see  the  base  broader  because  your  income 
would  be  surer  and  larger,  too. 

The  Chairman.  You  feel  that  excess-profits  tax  encourages  waste 
and  extravagance  in  the  conduct  of  business? 

Mr.  Reyburn.  Yes,  it  does,  and  you  cannot  stop  it  when  you  do 
not  have  the  excess  profits  next  year. 

The  Chairman.  Thank  you,  Mr.  Reyburn. 

The  next  witness  is  Mr.  Albert  D.  Hutzler,  of  Baltimore,  Md, 

STATEMENT   OF   ALBERT   D.   HUTZLER,    BALTIMORE,   MD.,   VICE 
CHAIRMAN  OF  NATIONAL  RETAIL  DRY  GOODS  ASSOCIATION 

Mr.  Hutzler.  My  business  is  Hutzler  Bros.  Co.,  of  Baltimore. 

Senator  Barkley.  What  is  the  nature  of  that  business? 

Mr.  Hutzler.  The  nature  of  that  business  is  a  retail  store.  We 
happen  to  be  an  independent  store.  It  has  been  in  the  same  family 
for  77  years  on  the  same  site. 

Senator  Barkley.  A  department  store? 

Mr.  Hutzler.  A  department  store;  yes,  sir. 

I  simply  want  to  bring  out  three  points  concerning  this  retailers* 
resolution  and  the  bill  before  you.  The  first  point  is  this — that  re- 
tailers generally  are  in  accord  with  the  spirit  and  objective  of  this  bill, 
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and  that  the  retailers  are  a  large  section  of  the  business  life  of  the 
country. 

The  second  point  is  that  though  we  are  quite  in  accord  \vith  the 
old-age  assistance  to  those  who  are  now  old  age,  we  beheve  that  the 
provision  for  old-age  insurance  for  those  who  are  at  present  not  old 
age,  has  not  been  developed  sufficiently  to  be  passed  with  this  bill,  as 
the  rounding  out  of  that  provision  will  undoubtedl}'^  delay  the  passage 
of  the  rest  of  the  measures  of  the  bill. 

The  third  is  certain  points  in  unemployment-insurance  provisions 
which  we  think  should  be  altered. 

Regarding  the  first  point,  I  think  that  if  you  will  look  at  this 
resolution  that  was  passed  before  the  President's  proposal  or  intro- 
duction of  this  bill,  you  will  find  that  the  spirit  of  it  is  very  much  in 
accord.  The  drafters  of  the  bill  are  on  the  last  page.  The  committee, 
if  you  will  notice,  covered  stores  from  all  parts  of  the  country  that 
were  available,  from  the  Middle  West,  from  the  South,  from  the 
North,  large  stores  and  small  stores,  and  in  the  National  Eetail  Dry 
Goods  Association  more  than  half  of  the  members  are  small  stores. 

Many  provisions  in  the  bill  are  so  similar,  those  for  maternal  aid, 
for  child  care,  for  assistance  to  those  who  require  help  by  the  Gov- 
ernment— that  we  have  no  difl'erences,  although  we  might  difl'er  in 
all  details. 

As  far  as  the  health  problem  is  concerned,  we  believe  that  eventually 
health  insurance  should  take  place,  and  we  understand  that  a  com- 
mission is  studying  that  subject. 

As  far  as  the  second  point  is  concerned,  and  that  is  the  old-age 
insurance  for  those  who  are  at  present  not  old,  we  think  that  should 
be  eliminated  from  the  bill,  because  we  do  not  believe  it  has  been 
worked  out  on  an  actuarial  basis,  that  it  would  be  sound  in  its  present 
form,  and  the  point  that  Mr.  Reyburn  was  making  that  on  top  of  the 
pay-roil  tax  and  the  unemployment  insurance  provision,  which  we  do 
not  object  to,  there  is  applied  another  tax  on  the  pay  roll  in  the  old- 
age  insurance  for  those  who  are  not  now  old,  and  the  putting  of  these 
two  taxes  one  on  top  of  the  other  we  believe  would  truly  make  a  real 
encouragement  for  the  employers  to  have  labor-saving  machinery;  in 
other  words,  where  labor  is  cheaper  than  machinery  without  the  two 
taxes,  the  machinery  may  be  cheaper  than  labor  in  a  great  many 
cases  with  the  two  taxes.  We  certainly  do  not  want  to  put  a  premium 
on  labor-saving  devices 

We  believe  that,  in  order  to  get  the  bill  through  as  rapidl}^  as  pos- 
sible, particidarly  in  those  provisions  where  the  cooperation  of  the 
States  is  needed,  and  with  a  great  many  legislatures  in  session,  that 
in  order  to  get  these  other  things  through  rapidly,  that  are  worked 
out,  we  shoidd  eliminate  this  one  section  from  the  bill. 

The  unemployment  insurance  we  are  in  general  accord  on,  but 
there  are  several  things  that  we  do  think  should  be  modified.  The 
retailers  have  studied  this  at  great  length  and  they  have  come  to  a 
conclusion  that  in  tlie  State  funds,  while  they  believe  that  a  national 
law  should  be  passed  so  that  interstate  competition  will  be  the  same, 
they  believe  that  the  funds  should  be  contributed  to  by  the  employer, 
the  employee,  and  the  State.  The  State  should  contribute  at  least 
enough  to  defray  the  cost  of  administration,  because  then  there  will 
be  a  positive  effort  whereb}'-  the  State  administrations,  to  keep  that 
administration  to  the  lowest  figure,  and  the  benefits  from  the  fund 
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will  be  the  amount  paid  in  by  the  employer  and  the  employee.  The 
way  this  bill  is  drafted,  it  seems  to  discourage  that  sort  of  assessment 
in  a  three-way  degree  by  the  individual  State  laws.  To  a  much 
greater  extent  in  unemployment  insurance,  we  feel  that  the  provision — 
I  think  it  is  on  top  of  page  50 — that  no  differentials  based  upon  experi- 
ence, no  credit,  can  be  allowed  in  this  tax,  because  of  differentials 
based  on  experience  until  after  5  years.     I  think  it  is  line  15,  page  50. 

We  believe  that  is  too  long  to  wait.  What  we  want  to  do,  what  we 
want  to  accomplish,  is  stablization  of  employment  rather  than  pay- 
ment of  benefits  from  this  fund.  We  want  to  give  real  encouragement 
to  employers  to  stablize  their  employment  seasonally  in  other  ways, 
and  those  employers  who  would  take  wage-saving  measures  that 
might  throw  employees  into  this  fund  should  be  penalized  by  keeping 
the  full  rate  while  those  employers  who  use  their  own  establishment 
and  miinage  to  stablize  the  emploj'ment  either  seasonally  or  by  not 
taking  drastic  labor-saving  measures,  should  have  the  benefit  of  that 
stabilization  earlier  than  at  the  end  of  5  years.  And  we  think  that 
the  word  "five"  should  be  eliminated  from  that  provision  and  ''two" 
substituted,  which  will  give  1  year  for  accumulating  the  fund  and  1 
year  for  experience.  Those  differentials  can  be  made  slowly,  so  that 
by  the  various  State  laws  they  do  not  operate  too  quicldy  and  not  too 
short  an  experience,  but  they  should  be  made  early  so  that  as  in  other 
forms  of  insurance,  you  get  the  benefit  of  good  performance,  but  of 
course  as  a  corollary  to  that,  provision  should  be  put  in  the  law  giving 
minimum  standards  of  benefits  to  the  workers,  so  that  a  partially 
cooperating  State  cannot  give  differentials  to  its  industries  and  give 
them  a  competitive  disadvantage. 

To  sum  up,  we  want  to  emphasize  first  that  we  are  in  general  agree- 
ment with  the  situation  and  with  the  objectives  of  the  bill;  secondly, 
that  we  think  as  a  means  ot  a  passage  of  the  rest  of  the  bill  earlier, 
that  the  old-age  insurance  tor  those  who  are  not  now  old  should  be 
eliminated,  and  that  these  changes  should  be  made  in  the  unemploy- 
ment features  of  the  bill. 

The  Chairman.  Thank  you  very  much. 

The  next  witness  is  Elmer  F.  Andrews,  State  industrial  commis- 
sioner of  New  York. 

STATEMENT   OF  ELMER  F.   ANDREWS,   NEW  YORK   CITY,   STATE 
INDUSTRIAL  COMMISSIONER  OF  NEW  YORK 

Mr.  Andrews.  Mr.  Chairman  and  gentlemen  of  the  committee,  I 
am  here  representing  Governor  Lehman,  and  also  the  committee  in 
New  York  State  which  prepared  the  administration  unemployment- 
insurance  bill  now  before  the  State  legislature.  That  committee  con- 
sisted of  Prof.  John  P.  Chamberlain,  of  Columbia  University;  Prof. 
Herman  Gray,  of  New  York  University;  George  Meany,  president. 
New  York  State  Federation  of  Labor ;  Justine  Wise  Tulin,  assistant- 
corporation  counsel  of  New  York  City ;  James  A.  Corcoran,  assistant 
secretary.  New  York  State  Department  of  Labor. 

The  views  which  I  express  for  the  Governor  and  this  committee 
are  related  solely  to  those  sections  of  the  bill  under  discussion  having 
to  do  with  unemployment  compensation. 

May  I  say  that  we  feel  that  the  bill  as  a  whole  represents  a  tre- 
mendously important  step  forward  in  social  legislation  for  the  United 
States.    The  suggestions  to  be  made  with  reference  to  it  are  intended 
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to  be  constructive.  The  points  which  the  Governor  wishes  me  ta 
bring  before  you  are  given  below  and  the  accompanying  suggested 
amendments  are  submitted  in  accordance  with  the  wish  expressed  by 
Senator  Wagner  at  a  conference  held  with  the  members  of  the  com- 
mittee last  week. 

I  do  not  mean  to  commit  Senator  Wagner  dii'ectly  to  the  suggested 
amendments  but  he  thought  this  was  the  best  May  to  get  it  before  the 
committee,  to  give  you  definitely  expressed  recommendations. 

1.    PROVISIONS    GOVERNING    EMPLOYERS    RATE    OF    CONTRIBUTION 

The  Federal  bill  which  is  to  become  effective  January  1,  1936, 
does  not  set  a  fixed  basis  of  contribution  but  provides  a  3-percent 
employer's  contribution,  with  a  reduction  in  the  first  year  to  either 
1-  or  2-percent  contribution  based  on  the  position  of  the  adjusted 
index  of  the  Federal  Reserve  Board's  average  of  total  industrial 
production,  being  1  percent  if  under  84  percent  of  the  average  for  the 
years  1923-25  and  2-percent  contribution  being  payable  if  such 
index  averages  between  85  percent  and  95  percent  of  such  yearly 
average.  At  the  present  time  we  are  informed  that  such  production 
index  is  about  85  for  the  current  month;  the  average  index  of  produc- 
tion for  the  12  months  preceding  October  1934  was  76.8. 

In  the  second  year,  a  similar  sliding  scale  arrangement  is  provided, 
with  the  saving  provision  that  the  second  j^ear's  contribution  cannot 
be  less  than  that  made  in  the  first  year. 

Under  the  provisions  of  the  bill  introduced  in  New  York  State,  the 
employers'  rate  of  contribution  is  definitely  fixed  at  3  percent  of  the 
pay  roll  of  his  employees,  with  a  provision  crihing  for  a  report  by  the 
industrial  commissioner  to  tiie  legislatiue,  not  later  than  February 
1939,  relative  to  the  financial  aspects  of  the  fund  and  the  rates  of 
contribution  thereto.  This  latter  provision  was  intended  to  cover  the 
study  of  any  possibility  of  the  merit-rating  system  being  used  or 
special  rates  in  cases  where  a  guaranteed  week's  basis  of  employment 
could  be  utilized. 

The  Committee  on  Economic  Security  report  states  that  a  3-percent 
contribution  is  necessary  to  support  a  plan  of  benefits  contemplating 
$15  maximum  weekly  payment  for  a  maximum  period  of  15  to  16 
weeks  unemployment.  If  the  rated  contribution  in  New  York  State 
must  be  reduced,  it  will  have  to  reflect  itself  likewise  in  the  weeks  of 
benefit.  Fluctuation  and  change  in  benefit  periods,  the  basis  of  which 
will  hardly  be  understood  by  the  workers,  will  undoubtedl}^  arouse 
suspicion  and  distrust  of  any  plan. 

The  failure  to  set  a  fixed  rate  of  contribution  will  give  support  to 
lobbies  w  hich  will  seek  to  debase  the  standards  in  each  State.  States 
will  be  set  at  odds  with  one  another  and  the  difficulty  in  securing 
contributions  necessary  to  adequate  standards  will  thus  be  increased 
in  every  State. 

No  concrete  suggestion  for  amending  the  bill  is  proposed  inasmuch 
as  it  is  obvious  that  if  the  3  percent  of  employers'  contribution  would 
be  made  uniform  it  would  simply  mean  the  elimination  of  the  sliding- 
scale  features  contained  in  section  601. 

I  might  add  there,  Mr.  Chairman,  that  we  do  not  see  how  you  can 
definitely  in  a  State  bill  say  how  many  weeks  of  unemployment 
benefits  there  may  be,  what  the  waiting  period  inaj^  be,  or  when  the 
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benefits  shall  start  to  be  paid,  1  or  2  years  from  now,  unless  the 
States  may  set  up  an  income-producing  system  which  will  create  a 
pool  sufficient  to  produce  enough  revenues  for  a  certain  amount  of  the 
State  benefits  during  a  particular  year,  and  how  long  the  waiting 
period  may  be  before  a  worker  who  becomes  unemployed  starts  to 
receive  benefits. 

Senator  Couzens.  Do  you  believe  in  the  pool  system? 

Mr.  Andrews.  Yes,  sir. 

2.  THE  METHOD  OF  ALLOCATION  OF  ADMINISTRATION  EXPENSES  TO  THE 

STATES 

The  bill  under  consideration  makes  an  initial  appropriation  for 
the  fiscal  year  ending  1936  of  $4,000,000  for  distribution  to  the 
States  entitled  thereto,  complying  with  other  provisions  of  the  act, 
and  thereafter  a  yearly  amount  for  such  purpose  of  $49,000,000.  It 
further  provides  that  only  so  much  as  the  Federal  Social  Insurance 
Board  deems  necessary,  "shall  be  apportioned  among  such  States 
on  the  basis  of  need  for  such  financial  assistance  in  the  proper  adminis- 
tration of  such  laws." 

This  would  introduce  in  the  bill  the  principle  of  a  "means  test." 
In  the  allocation  to  the  States  there  is  an  extreme  probabiUty  that  in 
the  handhng  of  such  a  question  New  York  State  might,  easily  be  dis- 
criminated against.  It  would  be  possible  for  less  wealthy  States  to 
have  a  greater  need  for  financial  assistance  than  New  York  State, 
and  might  therefore  receive  a  larger  proportion  of  the  money  available. 

Regarding  the  expenses  of  administration,  the  New  York  bill 
contemplates  that  such  administration  expense  shall  be  made  up 
out  of  contributions  paid  by  employers.  The  Federal  bill  requires  a 
payment  into  the  unemployment  trust  account  of  all  contributions 
received  and  further  provides  (sec.  602-d),  that  all  money  requisi- 
tioned by  a  State  agency  must  be  used  exclusively  for  the  purpose  of 
paying  benefits.  The  amount  of  money  scheduled  in  the  Federal 
bill  for  allocation  to  the  States  for  administrative  payments  would 
not  appear  to  be  adequate  to  meet  the  total  administration  cost,  so 
that  the  Federal  bill  apparently  expects  direct  appropriations  from 
the  State  treasuries  for  the  pilrpose  of  administration  costs  over  and 
above  the  amount  that  might  be  allocated  by  the  Federal  authorities 
It  appears  that  section  602-d  should  be  broadened  to  permit  the 
requisitioning  of  moneys,  either  to  satisfy  claims  to  benefits  or  when 
necessary  to  pay  costs  of  State  administration. 

Proposed  amendments:  At  page  29,  line  23,  after  word  "basis" 
insert:  "of  the  proportion  of  the  number  of  insured  workers  in  each 
State  and";  at  the  same  page,  line  24,  change  period  after  word 
"laws"  to  a  comma,  and  insert: 

Provided,  hoivever,  That  the  amount  to  be  distributed  to  the  States  in  the  discretion 
of  the  Board  because  of  such  additional  need  of  financial  assistance  shall  not 
exceed  10  percent  of  the  total  allotment  to  be  made. 

The  proposed  alternative  amendment  to  permit  requisitioning  of 
trust  fund  for  compensation  payments  and  administrative  expenses: 
At  page  31,  line  6,  after  word  "compensation"  insert: 

Except  when  the  Board  in  its  discretion  shall  approve  the  separate  application  of 
a  State  to  requisition  a  stated  amount  to  be  expended  for  payment  of  adminis- 
tration expenses  made  necessary  bj^  the  inadequacy  of  the  periodic  allotment. 
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At  page  37,  line  6,  after  word  "compensation"  insert  before  semi- 
colon: "and  as  otherwise  provided  in  such  section.','  At  page  46, 
line  3,  after  word  "compensation",  insert:  "and  as  otherwise  limited 
under  section  407  (5)." 

3.   THE    DEFINITIONS    OF    WAGES    IN    THE    STATE    AND    FEDERAL    BILLS, 
SIMILAR  IN  MANY  RESPECTS,   DIFFER  IN  TWO  IMPORTANT  MATTERS 

First:  The  New  York  State  bill  excludes  at  this  time  bonuses  as 
part  of  the  w^ages  (although  recognizing  that  such  exclusion  might 
develop  an  obnoxious  practice  which  then  could  be  met  through 
proper  legislation),  while  the  Federal  bill  includes  bonuses  as  part  of 
the  wages. 

Second:  The  New  York  State  bill  includes  tips  or  gratuities  received 
from  other  than  employer  as  part  of  the  wages  received  by  the  em- 
ployees on  the  theory  that  in  many  occupations  it  is  an  integral  part 
of  the  wage,  so  recognized,  and  within  reasonable  limitations  properly 
determinable.  The  Federal  bill  apparently  excludes  tips  through 
nonmention,  although  it  may  be  the  intention  of  the  framers  of  this 
measure  to  include  tips  in  the  words  "and  similar  advantages", 
although  it  seems  that  the  attempt  to  so  consider  it  as  payment 
"indirectly  by  the  employer"  might  not  stand  up. 

May  I  say  that  in  connection  vnth  tips,  that  in  the  administration 
of  the  workmen's  compensation  law,  the  tips  are  recognized  as  basis 
of  compensation  payments  in  insurance-company  premiums,  on  the 
basis  of  tips  received  by  such  classes  of  workers  as  taxicab  chauffeurs, 
waiters,  and  waitresses.  Perhaps  you  know  that  in  Coney  Island 
there  are  resorts  where  waiters  have  paid  as  high  as  $25  per  week 
for  the  privilege  of  waiting  in  those  establishments.  So  that  we 
think  that  tips  are  very  important  as  part  of  the  salary  on  which  the 
taxes  are  paid. 

Senator  Connally.  How  about  keeping  an  account  of  them? 

Mr.  Andrews.  In  our  bill  we  say  that  is  an  administrative  matter 
to  determine.  In  the  compensation  law,  the  Industrial  Board 
through  its  studies  and  through  the  years  knows  about  how  much  a 
taxicab  operator  receives  during  the  week  as  tips,  and  that  is  used 
by  them  and  the  insurance  companies  to  promulgate  rates. 

Senator  Barkley.  You  say  in  some  restaurants  the  waiters  pay  $25 
a  month  or  per  week? 

Mr.  Andrews.  Before  prohibition  Coney  Island,  in  some  of  the 
large  beer  gardens,  some  of  the  waiters  paid  as  much  as  $25  a  week  for 
the  privilege  of  waiting. 

Senator  Barkley.  Whom  did  they  pay  it  to? 

Mr.  Andrews.  To  the  proprietor. 

Senator  Barkley.  Is  that  true  generally  of  restaurants  in  the  city? 

Mr.  Andrews.  I  would  not  say  so,  because  the  weekly  payment  to 
waitresses  in  New  York  City  may  in  some  cases  be  $2  or  $3  a  week 

Senator  Barkley  (interposing).  I  meant  to  ask  you  whether  there 
were  many  of  them  tliat  paid  for  the  privilege. 

Mr.  Andrews.  Not  now. 

Senator  Connally.  But  this  is  true,  that  the  wages  are  much  less 
because  of  the  prospect  of  tips,  therefore  they  pay  less  than  they 
wolud  otherwise  pay? 
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Mr.  Andrews.  Oli,  yes;  some  restaurants  rather  high  class  pay  $5 
because  the  girls  wjll  average  $25  on  top  of  that,  and  that  is  the 
reason  why  that  should  be  considered  an  integral  part  of  their  income. 

Senator  Connally.  Do  not  the  proprietors  usually  require  a  divi- 
sion of  tips  with  their  help? 

Mr.  Andrews.  I  understand  so.  You  loiow  m  hotels  a  great  many 
times  a  fell6w  even  to  get  a  job  must  pay  the  employer.  I  do  not 
mean  the  management  itself,  but  the  person  who  does  the  liiring. 
There  has  to  be  an  arrangement  for  splitting  tips  and  things  of  that 
kind. 

The  amendment  for  that  would  be  at  page  45,  line  4,  strike  out 
word  "and"  and  after  word  "advantages"  but  before  period  add  words: 

and  gratuities  received  by  the  employee  in  the  course  of  his  employment  from  a 
person  other  than  his  employer,  the  value  of  which  shall  be  determined  by  the 
Board.  When  so  determined,  such  value  shall  be  deemed  an  integral  part  of  the 
wages  of  the  employee  and  for  pay-roll  purposes  as  part  of  the  wages  paid  by  the 
employer. 

4.    STATE-WIDE  POOLS 

After  careful  consideration,  it  was  decided  in  New  York  State  to 
have  an  exclusive  and  State-wide  pool  of  unemployment-insurance 
funds.     This  decision  was  based  upon  the  following  points: 

(1)  It  seems  essential  to  protect  the  certainty  of  payment  of 
benefits.  If  strong  employers  are  permitted  to  set  up  individual 
company  reserves  the  stability  of  the  general  fund  will  be  impaired. 

(2)  The  administration  of  a  system  permitting  individual  company 
reserves  would  be  so  difficult  and  costly  as  to  raise  serious  problems. 

(3)  Individual  plant  reserves  would  foster  the  growth  of  company 
unions. 

Senator  Couzens.  Have  you  studied  the  Wisconsin  plan  and  know 
how  it  works? 

Mr.  Andrews.  I  have  tried  to  find  out  as  much  as  I  can,  but  the 
the  best  reports  I  can  get — ^perhaps  it  has  not  been  in  existence  long 
enough  to  prove  itself — but  I  have  not  heard  anything  too  glowing 
about  it.  I  understand  that  this  act  would  not  conform  with  this 
Federal  bill. 

5.    time      of      commencement      of       unemployment      COMPENSATION 

payment 

Benefits  under  the  New  York  State  bill  are  to  commence  1  year 
after  the  contributions  become  effective,  namely,  under  the  provisions 
of  the  bill,  October  1,  1936,  and  if  amended  to  conform  to  the  Federal 
act,  January  1,  1937. 

The  Federal  bill  provides  for  approval  of  State  plans  that,  "Com- 
mence under  such  State  law  2  years  after  contributions  are  first 
made  under  such  law."  It  is  probable  that  this  2-year  limitation 
was  intended  as  a  maximum  provision  and  not  as  a  restrictive  or 
minimum  period  necessary  for  the  accumulation  of  sufficient  funds, 
although  in  view  of  the  reduced  contribution  basis  contemplated,  it 
may  have  been  intended  that  this  2-year  period  should  be  inflexibly 
operative. 

Proposed  amendment:  At  page  36,  line  18,  after  word  "law" 
insert:   "not  later  than.  " 

109780— 35— PT  9 3 
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6.    NEED   FOR   SOME   MINIMUM   STANDARDS   TO   BE   ESTABLISHED    IN   THE 

FEDERAL    BILL 

Under  the  Wagner  bill  the  matter  of  standards  in  limitation  of 
maximum  number  of  weeks  of  payment  of  compensation,  maximum 
and  minimum  waiting  period,  and  minimum  and  maximum  rates  and 
amounts  of  compensation  payments  are  all  left  to  the  individual  States. 

The  New  York  State  bill  calls  for  a  16- week  maximum  payment 
period.  It  fixed  the  payment  on  a  50  percent  of  wages  basis  as  com- 
pensation with  a  maximum  of  $15  per  week  and  a  minimum  of  $5 
per  week  and  establishes  a  5-week  waiting  period  in  the  calendar 
year  with  an  initial  unemployed  waiting  period  of  3  weeks. 

Senator  Couzens.  Do  you  have  any  employee  contributions? 

Mr.  Andrews.  No,  sir. 

Senator  Couzens.  Not  in  New  York  State? 

Mr.  Andrews.  No,  sir.  This  is  the  New  York  State  bill  that  I  am 
talking  about.  We  feel  it  will  be  taken  out  of  the  employee  one  way 
or  the  other,  anyhow. 

Although  there  may  seem  to  be  sound  reasons  applying  against  the 
inclusion  of  definite  standards  in  the  Federal  bill  on  all  these  factors, 
it  is  imperative  in  our  judgment  that  any  governing  bill  of  this  type 
shall  provide  that  any  State  unemployment  fund  or  system,  to  qualify, 
must  provide  for  paying  compensation  to  unemployed  workers  at  not 
less  than  the  rate  of  50  percent  of  their  full-time  wages.  In  the  ab- 
sence of  any  such  regulation  of  this  feature,  State  plans  might  pro- 
vide for  payment  to  unemployed  of  any  amount  from  perhaps  50 
cents  a  week  to  full  weekly  wages. 

Proposed  amendment:  At  page  37,  after  line  21,  insert  new  sub- 
division G:  "(g).  The  State  law  provides  for  payment  of  compensa- 
tion benefits  after  a  specified  waiting  period  of  not  less  than  3  weeks, 
at  a  rate  not  less  than  50  percent  of  the  employees  full-time  weekly 
wages." 

7.    DIFFERENCE    IN    DEFINITION    OF    EMPLOYER 

In  the  bill  under  discussion  the  employer  is  defined  as  any  person 
who  "within  each  of  13  or  more  calendar  weeks  in  the  taxable  year 
employed  at  least  four  persons  in  employment  subject  to  this  title." 
The  New  York  State  bill  defines  an  emploj^er  as  anyone  who  has 
employed  four  or  more  persons  "at  any  time  in  any  3  months'  period, 
or  such  shorter  accounting  period  as  the  Commissioner  maj-  establish." 
Considerations  of  administrative  expediency  are  thought  to  justify 
the  New  York  definition. 

Proposed  amendment:  At  page  43,  fine  17,  strike  out  word  "with- 
in"; same  page  line  18,  strike  out  words  "each  of"  and  insert:  "at 
any  time  in  any;"  same  page,  line  18,  strike  out  words  "or  more",  so 
that  passage  shall  read:  "who  or  whose  agent  or  predecessor  in  in- 
terest at  any  time  in  any  thirteen  calendar  weeks," 

8.  COVERAGE    OF    FARM    LABOR 

A  complication  would  also  ensue  in  relation  to  the  credit  permitted 
to  be  allowed  against  the  Federal  pay  roll  tax  up  to  90  percent  of  the 
amount  contributed  to  the  State  unemployment  fund.  Farm  labor 
is  exempted  from  the  payment  of  any  contributions  under  the  New 
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York  plan,  whereas  the  Federal  bill  is  silent  on  this  point  and  appar- 
ently intends  to  include  farm  and  agricultural  workers.  Therefor, 
the  New  York  employer  in  such  fields,  having  to  pay  the  3  percent 
Federal  tax  or  such  other  adjusted  rate  as  the  provisions  of  the  bill 
may  finally  provide,  would  not  be  able  to  secure  any  deductions  or 
credit  because  he  would  have  paid  nothing  to  the  unemployment 
fund  in  New  York  State.  In  other  words.  New  York  farm  em- 
ployers would  be  required  to  pay  contributions  but  their  employees 
would  not  be  eligible  to  benefits. 

We  feel  that  at  least  at  the  inauguration  of  the  unemployment 
insurance  plan  that  farm  labor  should  be  exempted  because  to  bring 
this  class  under  the  law  would  add  too  greatly  to  the  administration 
difficulties  and  expenses  causing  an  undue  drain  upon  the  unemploy- 
ment fund. 

Proposed  amendment:  At  page  44,  line  23,  after  word  "Congress" 
and  before  period  insert:   "or  employment  as  a  farm  laborer." 

Very  informally,  I  might  say  that  we  do  not  think  as  an  administra- 
tive expedient  it  is  wise  to  include  farm  employees  and  we  feel  that  it 
would  be  very  difficult  to  pass  the  bill  in  New  York  State  were  farm 
jabor  included. 

9.    EXCLUSION    OP   HIGH-SALARIED    WHITE    COLLAR    WORKERS 

Those  I  represent  believe  that  the  Senate  bill  by  not  providing  any 
exemption  for  the  exclusion  of  nonmanual  workers  who  receive  more 
than  say  $2,500  annually,  will  require  the  States  enacting  unemploy- 
ment insurance  legislation  to  administer  a  cumbersome  law.  Such 
high-salaried  persons  as  bank  and  insurance  company  presidents  are 
not  considered  to  need  the  protection  afforded  by  the  New  York 
State  bill. 

Proposed  amendment:  At  page  47,  line  15,  after  word  "thereunder" 
and  before  period  insert:  "but  shall  not  include  any  person  employed 
at  other  than  manual  labor  when  such  nonmanual  worker  is  paid  at  a 
rate  of  wage  or  salary  of  more  than  $2,500  a  year  or  more  than  $50 
a  week." 

The  Chairman.  What  is  your  limit  in  New  York? 

Mr.  Andrews.  For  nonmanual  workers,  $2,500.  For  manual 
workers,  no  limit. 

Senator  Connally.  Do  you  tax  them? 

Mr.  Andrews.  We  only  tax  the  pay  rolls  of  those  who  would  be 
entitled  to  benefit. 

Senator  Connally.  Why  should  not  the  president  of  a  comapny 
drawing  a  big  salarj^  pay  a  tax  toward  unemployment  on  his  salary 
even  though  he  does  not  draw  any  benefit  himself?  It  is  a  part  of 
industry? 

Mr.  Andrews.  Well,  I  think  if  we  ever  have  any  merit  rating,  we 
will  have  to  annul  the  very  direct  relationship  between  the  income 
from  pay  rolls  of  employees  who  have  received  benefits  and  who  may 
receive  benefits.  I  think  it  would  be  very  hard  from  any  sort  of 
actuarial  standpoint  to  tie  in  your  relationship  between  the  unem- 
ployed and  the  employed,  and  llie  inccine  frcm  your  pay  rolls  to  take 
care  of  these  unemplcyed. 

Senator  Connally.  It  would  be  just  so  much  velvet  above  the 
present  plan.  I  think  if  industry  is  goinz  to  be  taxed,  I  think  every- 
bod}^  that  draws  a  salary  from  the  concern,  whether  he  be  the  presi- 
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dent  or  the  doorkeeper,  ought  to  pay.  The  whole  theory  is  that  in- 
dustry is  going  to  bear  its  burden.  If  you  come  along  here  and  exempt 
a  man  drawing  $25,000  a  year  salary  from  it,  and  tax  the  fellow  draw- 
ing $15  a  week,  it  seems  to  me  it  is  an  unjust  shifting  of  the  burden. 

Mr.  Andrews.  I  think  that  opens  a  very  interesting  point. 

Senator  Connally.  What  is  your  reaction  to  it? 

Mr.  Andrews.  I  think  there  is  a  lot  in  what  you  say,  sir.  We 
arc  working  out  in  New  York  State — we  have  decided  that  if  we 
have  3  percent  on  2,300,000  workers  within  2  years,  we  can  start 
paying  $15  benefits  for  15-  or  16-  w^eek  period,  but  if  you  are  going  to 
get  everybody  in  New  York  State  from  Wall  Street  operators  down, 
you  can  probably  cut  that  3  percent  down. 

Senator  Connally.  All  of  these  funds  are  going  to  run  behind  what 
you  figure  they  are  going  to  run  actuarilly,  experts  to  the  contrary 
notwithstanding,  but  the  point  I  make  is  this,  that  this  is  not  getting 
back  something  that  you  paid  in  entirely,  because  the  man  who  never 
loses  his  job  and  continues  in  employment  has  to  pay  his  tax  and  he 
will  never  get  it  back,  that  is  true,  isn't  it? 

Mr.  Andrews.  Yes. 

Senator  Connally.  You  are  taxing  him  on  the  theory  that  the 
industry  in  which  he  is  engaged  ought  to  bear  the  hazard  of  the  man 
who  does  lose  his  job.  Now,  why  should  not  the  president  of  the 
company  contribute  something  to  take  care  of  the  hazards  of  the 
people  who  lose  their  jobs,  as  well  as  the  man  who  works  with  his 
hands? 

Mr.  Andrews.  Because  after  all,  he  would  be  the  man  who  would 
have  to  contribute  I  suppose  to  charity  and  so  forth. 

Senator  Connally.  I  know,  but  other  people  contribute  to  charity 
too. 

Mr.  Andrews.  If  this  works  out  the  way  we  think  it  will,  we  won't 
have  to  depend  so  much  upon  charity,  and  therefore  if  we  set  up  a 
sound  reserve,  those  people  who  now  contribute  to  community  chests 
of  course  will  be  relieved  from  such  contributions. 

The  Chairman.  The  committee  was  told  that  the  advisory  commit- 
tee unanimously  agreed  that  there  ought  to  be  a  limitation  of  this 
provision. 

Mr.  Andrews.  We  were  thinking  of  it  more  from  the  administra- 
tive end. 

The  Chairman.  That  is  a  question  which  the  committee  will  have 
to  decide.     Proceed,  please. 

Mr.  Andrews  (continuing): 

10.    assuring    collection    of    contributions    when    employers 

become  insolvent 

Based  on  our  experience  in  the  administration  of  the  workmen's 
compensation  law  and  the  difficulties  of  collecting  payments  due 
under  awards  under  such  law  from  insolvent  employers  and  insurance 
companies,  it  is  necessary  to  afford  to  the  State  in  collecting  any 
amounts  due  for  contributions  under  unemployment  insurance  plans 
a  preferential  status  over  other  and  general  creditors.  Accordingly 
an  amendment  to  the  Federal  Bankruptcy  Act  is  recommended  to 
provide  a  definite  priority  status  in  insolvency  proceedings  for 
amounts  of  contribution  due  from  employers  covered  by  any  State 
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act  to  an}^  State  unemployment  fund  when  such  amounts  are  unpaid 
and  owing  to  such  State  unemplo3^ment  fund  at  the  time  of  such 
bankruptcy  or  insolvency. 

Although  unemployment  insurance  does  not  provide  a  panacea, 
any  bill  should  establish  minimal  standards  and  in  our  opinion  noth- 
ing less  should  be  encouraged  by  the  Federal  Government  which  has 
proposed  a  program  of  social  security  to  the  workers  of  the  country. 
We  recommend  that  minimum  standards  similar  to  those  in  the 
proposed  New  York  State  bill  be  incorporated  in  the  Wagner  bill 
as  an  additional  condition  to  granting  employers  credit  for  contribu- 
tions made  under  State  laws  and  in  order  to  avoid  confusion,  conflict, 
and  the  evasion  of  responsibility  by  the  States  in  moving  toward  the 
goal  of  social  security.  Prompt  action  is  urged  in  order  to  permit  the 
enactment  of  suitable  laws  by  States  whose  legislatures  are  soon  to 
adjourn. 

Senator  Black.  I  w^ould  like  to  ask  3^ou  just  one  question.  There 
is  a  provision  in  this  bill  which  was  based  on  the  theory  that  you  can 
work  out  a  system  whereby  an  employer  who  stabilizes  employment 
could  get  certain  exemptions.  Do  you  believe  it  is  possible  for  that 
to  be  done  fairly  without  having  a  constant  pressure  of  lobbyists  on 
both  legislatures  and  on  bureaus,  to  try  to  get  certain  exemptions? 

Mr.  Andrews.  As  I  stated  before,  Senator,  we  say  that  at  the  end 
of  the  3  years,  the  industrial  commission  shall  make  a  report  to  the 
legislature  as  to  whether  such  a  thing  would  be  feasible. 

Senator  Black.  No;  what  I  am  getting  at  is  this:  Do  you  believe 
that  from  your  experience  that  would  give  rise  to  a  constant  pressure 
on  the  part  of  certain  employers  on  both  the  legislatures  and  bureaus 
to  get  exemption  from  part  of  those  taxes?     Isn't  that  human  nature? 

Mr.  Andrews.  Oh,  yes;  there  is  no  doubt  about  that. 

Senator  Black.  And  where  there  is  a  loophole  left  for  exemption, 
some  will  get  it. 

Mr.  Andrews.  That  is  true  of  all  of  our  labor  laws. 

The  Chairman.  Thank  you  very  much.  Mrs.  Mary  T.  Banner- 
man. 

STATEMENT  OF  MRS.  MARY  T.  BANNERMAN,  CHAIRMAN  COM- 
MITTEE ON  LEGISLATION,  CONGRESS  OF  PARENTS  AND 
TEACHERS,  WASHINGTON,  D.  C. 

Mrs.  Bannerman.  The  National  Congress  of  Parents  and  Teachers 
is  an  organization  of  a  million  and  a  half  members  with  organized 
branches  in  every  State  except  Nevada,  and  in  the  Territory  of 
Hawaii,  and  the  District  of  Columbia. 

It  was  organized  in  1897 — 

1.  To  promote  child  welfare  in  home,  school,  church,  and  commu- 
nity; to  raise  the  standards  of  home  life;  to  secure  adequate  laws  for 
the  care  and  protection  of  children. 

2.  To  bring  into  closer  relation  the  home  and  the  school  that  parents 
and  teachers  may  cooperate  intelligently  in  the  training  of  the  child, 
and  to  develop  between  educators  and  the  general  public  such  united 
efforts  as  will  secure  for  every  child  the  highest  advantages  in  physical, 
mental,  and  spiritual  education. 

This  explains  why  we  have  not  discussed  or  taken  action  on  old-age 
pensions,  and  unemployment  insurance,  as  they  of  course,  do  not  deal 
directly  with  the  welfare  of  children. 
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Regarding  title  II,  "Appropriations  for  aid  to  dependent  children", 
as  far  back  as  1911  State  branches  of  the  National  Congress  of  Parents 
and  Teachers  were  interested  in  legislation  providing  assistance  to 
mothers  of  children  of  tender  years  who  were  without  means  of  normal 
support.  Throughout  the  intervening  years  resolutions  favoring  such 
legislation  have  been  repeatedly  adopted  at  the  annual  conventions 
of  State  branches  of  the  National  Congress  of  Parents  and  Teachers. 
At  the  1934  convention  in  Des  Moines,  mothers'  pensions  were 
reconmiended  as  a  means  of  safeguarding  the  child.  In  none  of  our 
resolutions  do  we  find  that  mothers'  pensions  as  a  Federal  project 
have  been  considered.  We  are  aware,  however,  that  during  the 
economic  depression  some  States  have  become  so  impoverished  that 
Federal  assistance  of  this  type  seems  desirable.  We  are  thoroughly 
committed  to  local  control  and  responsibility  for  child  welfare.  How- 
ever, if  a  method  of  administration  whereby  such  local  control  and 
responsibility  may  be  retained  and  needs  be  more  adequately  met 
through  the  use  of  Federal  funds.  States  desiring  this  aid,  v/e  believe, 
should  be  permitted  to  avail  themselves  of  the  opportunity  offered 
through  this  or  similar  legislation. 

Regarding  title  VII,  section  701,  "Maternal  and  child  health." 
since  the  organization  of  the  National  Congress  of  Parents  and 
Teachers  in  1897,  State  branches  have  taken  a  vital  interest  in 
extending  and  strengthening  provision  for  the  health  of  mothers  and 
children.  The  maternity  and  infancy  bill  enacted  in  1921  was 
actively  supported  by  this  organization.  Our  national  legislative 
program  has  carried  each  year  since  the  expiration  of  the  Sheppard- 
Tov.ner  Act  provision  for  this  type  of  cooperation  between  the 
States  and  the  Federal  Government.  Statistics  indicate  that  stimu- 
lation and  promotion  of  more  efficient  services  in  tliis  field  through 
voluntary  cooperation  are  important. 

Section  702  "Care  of  crippled  children."  Provision  for  the  care 
and  education  of  crippled  cuildren  has  always  been  regarded  by  the 
National  Congress  of  Parents  and  Teachers  as  one  phase  of  work 
considered  under  the  broader  term  "exceptional  children."  As  so 
considered,  the  following  resolution  was  adopted  at  the  annual  con- 
vention held  at  Hot  Springs,  Ark.,  May  1931: 

We  urge  the  United  States  Office  of  Education  to  make  a  survey  of  all  excep- 
tional children  in  order  to  gain  a  more  complete  knowledge  of  their  needs,  and 
to  provide  adequately  for  their  care  and  education. 

Many  State  school  systems  are  doing  highly  commendable  and 
effective  work  in  caring  physically  for  crippled  children  and  at  the 
same  time  provi(Ung  an  educational  program  designed  to  efjuip  them 
as  self-sustaining  citizens.  If  this  work  is  to  be  undertaken  by  the 
Federal  Government,  we  believe  that  it  should  be  coordinated  with 
educational  agencies  now  operating  in  this  field  as  to  aid  rather  than 
impair  the  fine  work  already  being  done.  Provision  for  coordination 
of  health  and  educational  agencies  is  imperative  in  providing  ade- 
quately for  the  needs  of  crippled  chil(h'en. 

If  "care  of  crippled  rliildren"  is  to  he  undertaken  as  a  Federal 
project,  definite  provision,  we  believe,  should  be  made  in  this  bill  not 
alone  for  their  physical  care  ],y  the  Chilchen's  Bureau  or  State  public- 
health  agencies,  but  also  for  their  echication  by  regularly  constituted 
educational  authorities.     The  Federal  agency  having  responsibility 
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for  the  education  of  these  children  should  be  the  United  States  Office 
of  Education  and  State  plans  for  education  developed  to  correlate 
with  Federal  plans  should  be  prepared  by  State  departments  of  public 
instruction  and  should  be  submitted  to  the  United  States  Office  of 
Education.  It  appears  quite  illogical  to  submit  plans  for  the  educa- 
tion of  children  to  any  agency  other  than  one  whose  personnel  has 
been  trained  for  this  particular  task. 

Section  703,  Aid  to  Child  Welfare  Services;  section  704,  Participa- 
tion by  Children's  Bureau. 

The  National  Congress  of  Parents  and  Teachers  regards  a  child- 
welfare  division  in  State  departments  of  public  welfare  as  important 
in  carrying  out  an  effective  child-welfare  program  within  the  States. 
Plans  for  the  education  of  these  children  should  be  developed  by 
regularly  constituted  educational  agencies  just  as  are  welfare  plans 
by  welfare  agencies.  State  plans  for  education  should  be  developed 
by  State  departments  of  public  instruction  and  submitted  for  approval 
to  the  United  States  Office  of  Education. 

Regarding  title  VIII,  "Appropriations  for  public  health",  rural 
sanitation  is  a  project  which  the  National  Congress  of  Parents  and 
Teachers  has  supported  for  many  years.  The  drastic  curtailment  of 
funds  for  this  work  during  the  past  2  or  3  years  has  greatly  impaired 
the  health  work  done  by  State  congresses  of  parents  and  teachers. 
The  enactment  of  title  VIII  of  this  bUl  would  make  possible  the  train- 
ing of  personnel  and  setting  up  of  an  organization  and  program  for  a 
period  of  time  long  enough  to  demonstrate  its  value  and  thus  induce 
State  departments  of  health  to  make  it  a  part  of  their  permanent 
program. 

The  Chairman.  Thank  you. 

The  committee  will  meet  again  tomorrow  morning  at  10  a.  m. 

(Whereupon,  at  12  o'clock  noon  an  adjournment  was  taken  until 
Tuesday,  Feb.  12,  1935.) 
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TUESDAY,  FEBRUARY   12,   1935 

United  States  Senate, 
Committee  on  Finance, 

Washington,  D.  O. 

The  committee  met  pursuant  to  adjournment,  at  10  a.  m.,  m  the  '^: 

Finance    Committee    room.    Senate    Office    Building,    Senator    Pat  'f'l 

Harrison,  chairman,  presiding.  f 

The  Chairman.  I  am  placing  in  the  record  some  statistics  con-  •? 

cerning  the  extent  and  amount  of  insurance  in  certain  particular  fields,  (;\ 

submitted  by  Dr.  Edwin  E.  Witte,  of  the  Committee  on  Economic  C 
Security. 

The  following  figures  are  for  eight  large  group-insurance-writing  companies 
estimated  as  of  December  31,  1934: 

GROUP    ANNUITIES    (APPROXIMATELY    98    PERCENT) 

Number  of  master  contracts 325 

Number  of  active  employees  covered 290,  000 

Amount  of  annual  income  payments  at  maturity $150,  000,  000 

Amount  of  premium  income  for  the  year  1934 $40,  000,  000  .    ',' 

K 

GROUP    ACCIDENT    AND    HEALTH    INSURANCE    (APPROXIMATELY   60   PERCENT)  ;',. 

Number  of  master  contracts 5,  000  >'.;•; 

Number  of  employees  covered 1,  600,  000  ''.^ 

Amount  of  weekly  indemnit}' $18,  900,  000  f: 

Amount  of  premium  income  for  the  year  1934 : $19,  000,  000  ;'■■ 

GROUP    ACCIDENTAL    DEATH    AND    DISMEMBERMENT    INSURANCE    (APPROXIMATELY  --V 

85    PERCENT)  J 

Number  of  master  contracts 2,  500  • 

Number  of  employees  covered 800,  000  ••'. 

Volume  in  force $1,  200,  000,  000  j*; 

Amount  of  premium  income  for  the  year  1934 $2,  500,  000  I; 

*■'■/ 

INDIVIDUAL  ANNUITIES  (APPROXIMATELY    98  PERCENT)  FOR  25    LEADING     INSURANCE  f; 

COMPANIES    ESTIMATED    AS    OP    DEC.  31,  1934  f^- 

Number  of  contracts ^ 500,  000  '';' 

Amount  of  annual  income  at  maturitv $250,  000,  000  - 

Premium  income  for  the  year  1934_.*_ $300,  000,  000  l 

Source:   Letter  dated  February  9,   1935,  from   Mr.   N.  E.  Horlick,  director,  '.•," 

group  annuities.  Equitable  Life  Assurance  Society  of  the  United  States,  addressed  V 

to  Dr.  E.  E.  Witte,  Executive  director  Committee  on  Economic  Security.  i.': 

The  Chairman.  The  committee  will  come  to  order.     The  first  wit-  v 

ness  is  Robert  B.  Irwin.  f , 
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STATEMENT  OF  ROBERT  B.  IRWIN,  NEW  YORK  CITY,  EXECUTIVE 
DIRECTOR  OF  THE  AMERICAN  FOUNDATION  FOR  THE  BLIND 

Mr.  Irwin.  I  am  an  executive  officer  of  the  American  Fomidation 
for  the  BUnd  which  is  carr^'^ing  on  work  for  the  bhnd  throughout  the 
entire  country.  Part  of  our  task  is  to  assist  the  difierent  States  in 
organizing  agencies  for  the  blind  where  they  are  needed,  and  to  help 
the  established  organizations  to  improve  their  work. 

There  are  a  number  of  features  in  this  bill  that  appeal  especial^ 
to  us  that  are  interested  in  the  blind.  There  are  three  suggestions 
that  we  would  like  to  make  of  changes  in  the  bill.  One  is  in  regard 
to  the  benefits  extended  to  the  aged  people.  We  would  like  to  sug- 
gest that  blind  people  50  years  of  age  be  entitled  to  the  benefits 
extended  to  the  seeing  people  of  65.  That  is  a  pro^^sion  that  has 
worked  out  very  satisfactorily  in  the  British  old-age  pension,  and 
experience  has  showTi  that  for  the  most  part  a  blind  person  of  50 
years  of  age,  especially  if  he  loses  his  sight  around  that  period,  is 
about  as  much  handicapped  economically  as  a  seeing  person  of  65. 

A  further  suggestion  has  to  do  with  the  definition  of  crippled 
children.  I  think  that  is  in  section  702.  We  would  like  to  see  the 
definition  of  crippled  children  so  interpreted  as  to  include  children 
with  a  serious  defective  vision.  Blindness  or  seriously  impaired 
vision  is  perhaps  as  great  a  physical  handicap  as  most  other  forms  of 
crippled  condition,  and  we  feel  that  that  should  logically  be  included 
among  the  crippled  children. 

The  prevention  work  for  children  with  impaired  vision  is  perhaps 
as  satisfactory  in  its  results  as  the  prevention  and  curative  work  done 
for  almost  any  other  work  of  physically  handicapped  children. 

The  third  provision  which  we  would  like  to  suggest  has  to  do  with 
the  establishment  of  a  Federal  bureau  somewhat  similar  to  that  con- 
templated for  crippled  children,  but  extending  the  same  sort  of 
Federal  encouragement  to  State  work  for  the  blind  in  general  as  is 
proposed  here  to  extend  to  crippled  children.  The  proposal  is  con- 
cretely that  there  be  set  up  a  department  under  the  Department  of 
Labor,  possibly  under  the  Children's  Bureau  itself,  a  department  which 
would  extend  aid  to  States  in  getting  work  for  tlie  blind  established. 
We  believe  that  $1,500,000  should  be  appropriated  for  that  purpose 
and  be  used  in  matching  State  money  for  constructive  work  with  the 
blind  tlu'oughout  the  country. 

I  might  say  that  it  is  part  of  the  responsibilit}'^  of  the  American 
Foundation  for  the  Blind  to  assist  different  States  in  getting  State 
commissions  or  State  departments  for  the  blind  established,  and  we 
have  found  it  extremely  difficult  to  get  departments  establislied  at  all, 
and  when  we  have,  the  appropriations  have  been  entirely  inadequate 
to  carry  on  the  work  in  these  new  States.  We  have  been  responsible 
for  establishing  commissions  for  the  blind  under  the  State  governments 
of  Florida,  Alabama,  Mississippi,  Iowa,  and  Texas,  but  the  appro- 
priations under  those  commissions  are  quite  inadequate.  I  have 
prepared  to  have  submitted  to  your  committee  a  map  showing  where 
the  work  for  the  blind  is  carried  on  in  this  country  under  State  and 
private  support. 

We  figure  that  it  costs  us  about  $25  per  capita  of  the  blind  popula- 
tion per  year  to  carry  on  adequate  constructive  work  for  the  blind. 
There  are  only  a  few  States  in  the  northeasterly  part  of  the  United 
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States  that  are  appropriating  this  amount.  There  are  10  States  in 
this  country  that  are  appropriating  nothing  toward  the  care  of  the 
bhnd,  13  that  are  appropriating  less  than  $5  per  capita  of  their  blind 
population,  and  we  feel  that  adequate  service  to  the  blind  will  not 
come  into  the  country  for  generations,  unless  some  form  of  Federal 
cooperation  is  made  possible. 

Senator  George  (acting  chairman).  Have  you  submitted  formal 
suggestions  covering  the  three  points  you  have  referred  to? 

Mr.  Irwin.  Yes;  I  have  that  written. 

Senator  George.  If  you  have  that  and  desire  to  give  it  to  the 
reporter,  it  will  be  included  at  this  point  in  the  record  so  that  the 
committee  will  have  the  advantage  of  your  suggestions. 

Mr.  Irwin.  I  will  submit  the  following  proposed  amendment:  f; , 

i    ■ 

Proposed  Amendments  to  S.  1130 
old  age  assistance 

Title  I,  section  3,  to  be  amended  to  read  as  follows: 

Sec.  3.  As  used  in  this  title,  "old-age  assistance"  shall  mean  financial  assistance 
assuring  a  reasonable  subsistence  compatible  with  decency  and  liealth  to  jiersons  ,,; 

not  less  than  sixth-five  j'ears  of  age  who,  at  the  time  of  receiving  such  financial  ;> 

assistance,  are  not  inmates  of  public  or  other  charitable  institutions:  Provided, 
That  in  the  case  of  a  person  so  blind  as  to  be  unable  to  perform  any  work  for 
which  eyesight  is  essential,  and  so  certified  by  a  regular  practicing  pliysician, 
skilled  in  diseases  of  the  eye,  the  provisions  of  tliis  act  shall  apply  to  such  blind 
person  at  the  age  of  fifty  years. 

CARE  OF  CRIPPLED  CHILDREN  (TITLE  VII,   SEC.  702) 

After  the  words   "crippled   childreia"   wherever  they   occur    (subsection    (a),  ^j-'., 

lines  5  and  16,  and  subsection  (b),  line  6)  the  words  "including  children  with 
seriously  defective  vision"  to  be  inserted. 

CARE  OF  THE  BLIND  (TITLE  IX)  ;,  ' 

Sec.  901  (a).  In  order  to  enable  the  Federal  Government  to  cooperate  with  the  f'.;' 

State  agencies  concerned  with  the  amelioration  of  the  condition  of  the  blind  and  1';' 

the  prevention  of  blindness,  especially  in  rural  districts,  there  is  hereby  a])pro-  K' 

priated  for  the  fiscal  year  ending  June  30,  1936,  from  funds  in  the  Treasury  not  ;-, 

otherwise  appropriated,  the  sum  of  $1,500,000,  and  there  is  Iiereby  authorized  to  v 
be  appropriated  $1,500,000  for  each  fiscal  year  thereafter.     From  these  amounts 
so  much,  not  to  exceed  5  per  centum,  as  the  Secretary  of  Labor  shall  find  to  be 

necessary  for  administering  the  provisions  of  this  section  and  for  investigations  -;_ 

and  reports  related  thereto,  shall  be  deducted  annuallj^  for  this  purjjose,  to  be  ;;'  . 

available  imtil  expended.     The  remainder  shall  be  allotted  to  States  for  purposes  jj)': 

of  locating  blind  persons  and  providing  facilities  for  diagnosis  and  care  of  their  R, 

eye  conditions,  vocational  training,  employment,  home  teaching,  and  other  social  ■•■ 

service,  and  to  provide  special  equipment  used  in  the  education  and  employment  ^■ 

of  the  blind:  Provided,  That  no  portion  of  sucli  moneys  shall  be  expended   for  .?,v 

direct  relief,  or  paid  to  a  blind  person,  except  as  compensation  for  services  ren-  '■ , 

dered  or  as  a  maintenance  subsidy  during  a  period  of  vocational  training;  nor  shall  '..> 
any  portion  be  paid  to  any  educational  institution  for  the  instruction  or  mainte- 
nance of  any  person  under  the  age  of  twenty-one.     For  each  fiscal  year  from  the 
appropriations  herein  authorized, 

(1)  The  Secretary  of  Labor  shall  apportion  $1,000,000  among  tlie  States,  •*■ 
allotting  $10,000  to  each  State,  and  the  remainder  to  States  in  proportion  ': 
to  the  number  of  certified  blind  persons  registered  in  each  State:  Provided, 

That  no  allotment  made  to  a  State  under  this  paragraph  shall  exceed  the  sum 
of  the  amount  made  available  by  the  State  for  the  purposes  of  this  section 

and  the  amount  apportioned  to  it  imder  paragraph  (2)  of  this  subsection.  f. 

(2)  The  Secretary  of  Labor  shall  apportion  the  remainder  among  States  ■,',;. 
unable,  because  of  severe  economic  distress,  to  match  in  full  the  amounts  ' 
allotted  under  paragraph   (1)   for  their  use  in  matching  such  sums  or  for  ;;. 
special  demonstrations  of  methods  of  welfare  work  for  the  blind.  ;': 
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(b)  The  sums  provided  under  paragraph  (2)  of  subsection  (a)  shall  be  available 
for  expenditure  until  the  close  of  the  succeeding  fiscal  year.  So  much  of  the 
amount  apportioned  under  paragraph  (1)  of  sutisection  (a)  to  any  State  for  any 
fiscal  year  as  remains  unpaid  to  sucli  State  at  the  close  thereof,  shall  be  available 
until  the  close  of  the  succeeding  fiscal  year  for  expenditures  in  that  State  under 
the  conditions  prescril^ed  in  such  paragraph  (1),  or,  if  not  requested  by  the  State 
agency  for  the  welfare  of  the  blind,  for  allocation  to  States  as  provided  in  such 
paragraph  (2). 

(c)  In  order  to  receive  the  benefits  of  this  section  a  State  must,  through  a 
State  agency  concerned  with  the  amelioration  of  the  condition  of  t)ie  blind  or,  if 
there  be  none  or  more  than  one  such  agency,  through  a  State  agency  designated 
l:)y  tlie  legislature  or  i)rovisionally  designated  l)y  the  Governor  if  the  legislature 
be  not  in  session,  to  cooperate  with  the  Department  of  Labor  under  the  provisions 
of  tliis  section,  submit  to  the  Department  of  Labor  a  detailed  plan  for  effectuating 
the  pur])oses  of  this  section  within  such  State,  information  concerning  th.e  number 
of  certified  blind  persons  resident  in  the  State,  and  information  concerning  the 
amounts  made  available  by  the  State  for  the  purposes  of  this  section  which 
should  at  least  ecpial  the  amounts  made  available  for  similar  i:)urposes  during 
the  fiscal  year  next  j^receding  the  passage  of  this  Act,  unless  special  circumstances 
can  be  sb.own;  and,  if  an  allocation  under  paragraph  (2)  of  subsection  (a)  of  this 
section  is  requested,  the  conditions  leading  to  such  request.  A  State  plan  must 
include  reasonable  provision  for  State  administration,  adequate  facilities  for  lo- 
cating and  certifying  l)lind  persons,  adequate  medical  care  of  the  eyes,  reasonable 
provision  for  vocational  training,  employment,  and  home  instruction  of  tlie  blind, 
and  cooperation  with  medical,  health  and  welfare  groups  and  organizations. 
When  the  Secretary  of  Labor  deems  a  State  plan  and  the  administration  thereof 
to  be  in  reasonable  conformity  with  the  provisions  of  this  section,  he  shall  approve 
the  same  and  send  due  notice  of  such  approval  to  the  State  agency  concerned. 

(d)  For  the  purposes  of  this  section,  a  blind  person  shall  be  defined  to  mean 
one  whose  vision  is  insufficient  for  the  ordinary  activities  of  life  for  which  eye- 
sight is  essential,  such  insufficiency  of  vision  to  be  determined  by  examination 
by  a  regular  practicing  physician,  skilled  in  diseases  of  the  eye;  provided  that 
such  examining  physician  shall  certify  in  writing  the  diagnosis,  prognosis,  and 
visual  acuity  of  tlie  person  examined,  and  shall  state  whether  in  his  opinion  such 
person  is  blind  within  the  meaning  of  this  Act  and  whether  there  is  any  likelihood 
that  his  vision  could  be  restored  or  improved  by  proper  treatment,  operation,  or 
adjustment  of  glasses. 

PARTICIP.\TION    BY    DEPARTMENT    OF    LABOR 

Sec.  902.  (a)  Out  of  the  amounts  authorized  in  this  title  the  Secretary  of 
Labor  is  avithorized  to  employ  such  experts,  assistants,  clerks,  and  other  persons 
in  tlie  District  of  Columbia  and  elsewhere,  to  be  taken  from  the  eligible  lists  of 
the  Civil  Service  Commission,  and  to  purchase  such  supplies,  material,  equip- 
ment, office  fixtures,  and  apparatus,  and  to  incur  such  travel  and  other  expenses 
as  it  may  deem  necessary  for  carrying  out  the  purposes  of  this  title.  It  shall  be 
the  duty  of  the  Secretary  of  Labor  to  make  or  cause  to  be  made  such  studies, 
investigations,  and  reports  as  will  promote  the  efficient  administration  of  this 
title. 

(b)  Within  thirty  days  after  an  appropriation  has  been  made  under  the  au- 
thority of  this  title,  the  Secretary  of  Labor  shall  make  the  apportionments  on 
the  basis  of  certified  registered  blind  persons  as  provided  herein,  shall  certify 
to  the  Secretary  of  the  Treasury  and  to  the  treasurers  of  the  several  States  the 
amounts  apportioned  for  the  purposes  specified,  and  shall  certify  to  the  Secre- 
tary of  the  Treasury  the  amounts  estimated  by  the  Secretary  of  Labor  to  be 
necessary  for  administering  the  provisions  of  this  title. 

(c)  Within  sixty  dajs  after  any  appropriation  authorized  by  this  title  has 
been  made,  and  as  often  thereafter  while  such  appropriation  remains  unexpended 
as  changed  conditions  may  warrant,  the  Secretary  of  Labor  shall  ascertain  and 
certify  to  the  Secretary  of  the  Treasury  and  the  Treasurer  of  the  United  States 
the  amounts  to  which  each  State  is  entitled  under  the  provisions  of  this  title, 
ill  accordance  with  plans  submitted  by  the  States  and  approved  by  the  Secretary 
of  Labor.  Such  certificate  shall  show  that  the  State  has  complied  with  all  require- 
ments of  the  pertinent  sections  of  the  title.  When  in  conformity  with  the  pro- 
visions of  the  title  such  certificate,  until  revoked  as  provided  in  subsection  (d) 
hereof,  shall  be  sufficient  authority  to  the  Treasurer  to  make  payment  to  the  State 
in  accordance  therewith. 
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(d)  Each  State  agency  cooperating  with  the  Department  of  Labor  under  the 
provisions  of  this  title  shall  make  such  reports  concerning  its  operations  and 
expenditures  as  shall  be  prescribed  or  requested  by  the  Department.  The 
Department,  after  due  notice  in  writing,  setting  forth  the  reasons  therefor,  may 
revoke  any  existing  certificate  provided  for  in  subsection  (c)  whenever  it  shall 
determine  that  any  State  agency  has  not  properly  expended  or  supervised  the 
expenditure  of  moneys  paid  to  it  for  the  purposes  and  in  accordance  with  the 
provisions  of  this  title. 

(e)  The  Secretary  of  Labor  shall  perform  or  cause  to  be  performed  under  his 
supervision  the  duties  required  for  the  carrying  out  of  the  provisions  of  this  title 
and  shall  include  in  his  annual  report  to  Congress  a  full  account  of  the  adminis- 
tration of  this  title  and  expenditures  of  the  moneys  herein  authorized. 

(f)  As  used  in  this  title,  the  term  "State"  shall  include  Alaska,  Hawaii,  Puerto 
Rico,  and  the  District  of  Columbia. 

[Note. — In  case  the  duties  prescribed  under  this  title  can  be  assigned  to  the 
Children's  Bureau,  we  suggest  renumbering  sec.  901  under  title  VII  and  omitting 
sec.  902.] 

I  would  like  to  take  just  a  minute  to  have  Miss  McKee  of  our  staff 
show  you  the  map  which  we  have  prepared,  just  to  give  you  a  graphic 
indication  of  what  is  being  done  for  the  blind  constructively  through 
out  the  country.  This  does  not  cover  relief  work.  This  work  that  is 
shown  on  this  map  is  constructive  work  for  finding  employment  for 
those  who  lose  their  sight  in  adult  life. 

Supplementary    Statement    Submitted    by    Robert   B.    Irwin,    Executive 
Director,  American  Foundation  for  the  Blind,  Inc.,  New  York,  N.  Y. 

suggested  amendments  to  s.  1130  TO  extend  its  benefits  to  include  blind 

PEOPLE 

The  American  Foundation  for  the  Blind,  which  is  a  national  organization 
■carrying  on  work  in  behalf  of  the  blind  in  the  United  States,  is  especially  interested 
in  tile  general  principles  underlying  Senate  bill  1130.  We  have  appeared  here 
today  to  suggest  certain  modifications  in  this  bill  in  order  to  extend  its  benefits 
to  the  blind  as  well  as  to  the  crippled  and  aged.  There  are  three  proposals  which 
t  would  like  to  bring  to  your  consideration: 

1.  I  would  like  to  suggest  that  a  clause  be  inserted  in  title  1,  section  3,  providing 
that  a  blind  person  receive  the  old-age  benefits  beginning  at  age  50  instead  of  at 
age  65.  Experience  in  both  the  United  States  and  Great  Britain  has  shown  that 
owing  to  their  tremendous  handicap,  most  blind  men  of  50  years  of  age  are  quite 
as  much  disadvantaged  economically  as  are  seeing  men  of  65.  I  would  suggest, 
therefore,  that  we  adopt  the  plan  followed  in  the  British  old-age  pension,  namely, 
that  of  extending  to  blind  people  of  50  years  of  age,  the  benefits  conferred  upon 
seeing  people  at  the  age  of  65.  This  would  not  greatly  add  to  the  financial 
burden  of  the  law,  but  would  be  an  act  of  far-reaching  mercy  to  a  considerable 
number  of  blind  people  in  this  country  for  whom  it  is  extremely  difficult  to  find 
ways  of  earning  their  living  after  they  have  passed  the  fiftieth  year. 

2.  We  would  like  to  propose  that  the  phrase  "crippled  children"  in  section  702 
be  interpreted  to  include  children  who  are  crippled  by  reason  of  serious  impair- 
ment of  vision.  I  believe  that  the  logic  of  this  is  apparent.  There  are  few  forms 
of  disability  more  handicapping  than  that  of  blindness.  One  of  the  most  en- 
couraging aspects  of  the  situation,  liowever,  is  the  fact  that  a  very  large  percentage 
need  not  be  blind  if  adequate  care  is  provided  at  the  proper  time.  Probably 
prevention  methods  are  more  effective  in  this  group  than  in  any  otlier  group  of 
physically  handicapped  children.  I  hope,  therefore,  that  the  committee  will  find 
it  possible  to  reword  section  702  so  as  to  insure  that  children  with  a  serious  defect 
of  vision  will  not  be  excluded  from  the  benefits  of  the  law. 

3.  I  would  most  urgently  commend  to  your  serious  consideration  the  insertion 
of  a  new  title,  perhaps  as  title  9.  This  proposal  is  that  arrangements  be  made 
for  Federal  cooperation  in  organizing  and  developing  work  for  the  blind  through- 
out the  country,  especially  in  the  States  having  a  very  large  rural  population. 

Contrary  to  common  impression,  the  blind  people  have  been  very  much  neg- 
lected in  many  parts  of  this  country.  Adequate  provision  has  been  made  for 
the  education  of  blind  children  in  every  State,  but  constructive  work  for  adult 
blind  people  is  entirely  absent  in  10  States  and  is  almost  negligible  in  13  others. 
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A  constructive  program  for  the  blind  includes  medical  care  for  the  eyes,  if 
sight  can  be  restored  or  improved,  vocational  guidance  and  training,  placement, 
sheltered  employment,  home  instruction  in  Braille  (the  embossed  type  used  by 
the  lilind)  social  service,  and  care  of  blind  children  of  pre-school  age.  It  is 
estimated  that  an  adequate  program  of  this  sort  requires  an  average  annual 
expenditure  of  $25  per  year. 

Aside  from  humanitarian  reasons,  such  a  program  is  in  the  long  run  an  economy, 
for  it  will  result  in  restoration  of  sight  to  hundreds  of  blind  persons,  with  con- 
sequent restoration  to  economic  independence,  and  will  also  enable  thousands  of 
others  to  become  wholly  or  partially  self-supporting  and  relieve  the  community 
of  the  burden  of  their  dependency. 

This  map  shows  expenditures  in  1934  for  work  for  the  blind,  both  publicly 
and  privately  supported,  exclusive  of  education  of  the  young  blind  and  relief 
from  public  funds. 

The  six  States  shown  in  black  spent  in  1934  more  than  $25  per  blind  person. 
Massachusetts  heads  the  list  with  an  expenditure  of  about  $70  per  blind  person. 

The  19  States  in  the  dark  shading  spent  from  ?5  to  $25  per  blind  person  in 
1934.  The  13  v'^tates  shown  in  light  shading  spent  less  than  $5  per  blind  person, 
an  amount  obviously  inadequate  for  a  constructive  program;  and  the  10  States 
shown  in  white  si)cnt  nothing  at  all  for  the  economic  rehabilitation  and  social 
adjustiiient  of  their  blind  people. 

AVe  an;  suggesting  that  under  the  Department  of  Labor — possibly  under  the 
Children's  Bureau  itself — there  be  created  a  Department  for  the  Blind  which  wiH 
cooperate  in  establishing  State  work  for  tlie  blind  in  every  Commonwealth  of  the 
country.  We  are  suggesting  that  $1,500,000  be  appropriated  annually  to  be 
used  in  matching  sums  appropriated  by  the  States  for  the  conduct  of  well  organized 
and  well  conceived  State  agencies  for  the  blind. 

After  12  years'  experience  in  helping  to  organize  work  for  the  blind  in  all  parts 
of  the  country,  ve  at  the  American  Foundation  for  the  Blind  have  reached  the 
conclusion  that  vudess  Federal  aid  can  be  secured  for  these  States  their  blind 
citizens  will  be  left  in  darkness  and  idleness  for  generations. 

Gentlemen,  I  liope  you  will  help  us  to  eliminate  those  broad  expanses  of  white 
on  the  map  which  indicate  a  shameful  neglect  of  the  bhnd. 

EXPENDITURES    FOR    WORK    FOR    THE    BLIND    FROM    PUBLIC    AND    PRIVATE    FUNDS, 

BY    STATES,  1934 

(Excluding  relief  from  public  funds  and  education  of  the  young  blind) 

More  than  $25  per  blind  person. — Connecticut,  Delaware,  Massachusetts, 
Missouri,  New  Hampshire,  New  York. 

From  $5  to  $25  per  blind  person. — California,  Colorado,  Illinois,  Indiana, 
Kentucky,  Louisiana,  Maine,  Maryland,  Michigan,  New  Jersey,  Ohio,  Pennsyl- 
vania, Oregon,  Rhode  Island,  Utah,  Vermont,  Virginia,  Wisconsin,  Wyoming. 

Less  than  $5  per  blind  person.— Alabama,  Florida,  Iowa,  Kansas,  Minnesota, 
Miss'ssippi,  North  Carolina,  Oklahoma,  South  Carolina,  Tennessee,  Texas> 
Washington,  West  Virginia. 

No  expenditure. — Arizona,  Arkansas,  Georgia,  Idaho,  Montana,  Nebraska, 
Nevada,  New  Mexico,  North  Dakota,  South  Dakota. 

Senator  George.  The  map  may  be  left  with  the  secretary  of  the 
committee.  I  do  not  know  that  it  can  be  incorporated  in  the  record, 
because  there  is  some  difficulty  about  incorporating  these  maps  in 
the  record,  but  we  will  have  it  for  reference. 

I  understand  you  have  another  witness  who  you  wish  heard  at  this 
time? 

Mr.  Irwin.  Yes;  if  he  can  be  heard,  Mr.  Lewis  H.  Carris. 

STATEMENT   OF  LEWIS  H.    CARRIS.   MANAGING  DIRECTOR,   NA- 
TIONAL SOCIETY  FOR  THE  PREVENTION  OF  BLINDNESS,  INC. 

Mr.  Carris.  I  shall  i)e  very  biiof,  Mr.  Chairman.  The  National 
Society  for  the  Prevention  of  lilindness  approve  the  suggestions 
which  Mr.  Irwin  has  made.     We  of  course  are  particularly  interested 
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in  the  prevention  of  blindness.  We  are  concerned  with  the  amend- 
ment of  section  702  (a)  to  the  end  that  the  term  "crippled  children" 
shall  be  construed  to  mean,  or  the  words  shall  be  added  including 
children  with  seriously  defective  vision.  That  would  enable  the 
States  to  do  the  work  for  those  who  are  partially  blind,  which  would 
be  very  helpful  in  alleviating  the  condition  of  those  children.  That 
I  shall  leave  as  a  suggestion  for  an  amendment  to  section  702  (a). 

The  other  is  the  amendment  to  the  economic  security  act  which 
will  provide  aid  for  the  blind  and  which  has  been  proposed  by  Mr. 
Irwin  and  his  associates,  which  is  acceptable  to  those  interested  in  the 
prevention  of  blindness,  since  the  Federal  grant  carries  the  provision 
that  these  funds  may  be  used  whenever  sight  may  be  restored  by 
medical  or  surgical  services. 

I  should  like  to  file  a  suggested  amendment  to  section  702  (a)  of  the 
economic  security  bill  as  follows: 

The  National  Society  for  the  Prevention  of  Blindness  has  always  been  con- 
cerned with  that  group  of  children  having  seriously  defective  vision  from  two 
points  of  view: 

(1)  That  these  children,  who  are  not  blind,  but  have  too  little  sight  to  be 
educated  in  regular  school  classes,  shall  secure  an  education  which  shall  fit  them 
for  life. 

(2)  That  the  eye  condition  of  such  children  shall  be  helped  whenever  possible 
by  medical  or  surgical  attention  to  the  end  that  they  many  not  finally  become 
blind. 

The  child  with  seriously  defective  vision  deserves  help  equally  with  the  child 
seriously  crippled  from  any  cause.  Section  702  (a)  of  title  VII  of  the  economic 
security  bill  provides  for  Federal  aid  to  cooperating  States  for  crippled  children. 
We  pray  that  this  bill  may  be  amended  by  adding  the  words  "including  children 
with  seriously  defective  vision",  wherever  the  words  "crippled  children",  appear 
in  section  702  (a)  of  the  economic  security  bill. 

Senator  George.  The  committee  may  be  able  to  take  the  testi- 
mony of  the  other  witnesses  that  you  have  before  we  conclude  the 
morning  hearing,  although  there  are  a  number  of  witnesses  and  it 
looks  rather  doubtful.     We  will  try  if  possible  to  do  so. 

Mr.  Carris.  The  president  of  the  American  Association  of  Workers 
for  the  Blind  and  also  the  president  of  the  Association  of  State 
Executives  are  the  State  commissions  for  the  blind  and  would  like  to 
say  just  a  few  words  if  they  may  have  the  opportunity. 

Senator  George.  We  will  try  to  have  them  heard  this  morning. 
I  am  not  certain.  I  am  sorry  that  we  cannot  work  it  into  the  hearings 
consecutively  so  that  it  all  appears  m  one  part  of  the  record.  Thank 
you  very  much. 

The  Chairman.  The  next  witness  is  John  W.  Studebaker,  Com- 
missioner of  Education,  Interior  Department. 

STATEMENT  OF  DR.  JOHN  W.  STUDEBAKER,  COMMISSIONER  OF 
EDUCATION,  INTERIOR  DEPARTMENT,  WASHINGTON,  D.  C. 

Mr.  Studebaker.  I  can  pursue  either  1  of  2  courses,  Mr,  Chairman, 
and  I  shall  be  glad  to  leave  it  with  you  to  decide  which  of  the  two 
I  should  follow.  I  can  expedite  the  hearings  by  providing  without 
reading  two  statements  which  if  I  should  read  would  require  perhaps 
10  minutes.  I  can  make  therefore  a  few  preliminary  explanations 
and  then  file  these  two  statements  if  you  should  prefer  that  procedure, 
or  I  can  read  the  two  statements  if  you  should  care  to  discuss  them 
with  me. 
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The  Chairman.  The  committee  will  leave  that  with  you.  You 
may  file  the  statements  for  the  record.  Of  course  the  iuW  committee 
is  not  here  this  morning,  as  you  see,  but  if  you  wish  to  insert  them 
in  the  record,  you  can  make  a  prelimmary  statement  regardmg  them 
and  put  them  in  the  record. 

Mr.  Studebaker.  Perhaps  that  would  save  your  time. 

My  purpose  in  general  is  to  present  some  suggestions  which  will 
preserve  all  of  the  purposes  of  sections  702  and  703  of  title  7  of  the 
bill  as  I  understand  the  broad  purposes  to  be  (namely,  to  provide  for 
the  medical  and  physical  care  of  certain  types  of  children  and  certain 
aspects  of  "child  welfare  work",  so  called),  and  which  will  at  the  same 
time  clarify  the  phrasing  used  in  the  measure  so  that  it  is  clear  that 
under  the  auspices  of  the  Children's  Bureau  the  work  done  for  chilaren 
would  be  confined  to  medical  and  physical  care  and  so-called/' general 
welfare"  among  defective  and  delinquent  children. 

Senator  Couzens.  Are  you  only  going  to  discuss  the  children's 
phase  of  it? 

Mr.  Studebaker.  That  is  right.  Then  in  addition  to  presenting 
the  suggestions  which  I  think  will  clarify  the  ambiguity  in  those  two 
sections,  some  of  which  result  from  the  use  of  such  a  phrase  as  "and 
other  services",  I  am  suggesting  for  3^our  consideration  the  provision 
of  educational  services,  stated  specifically  as  such,  in  order  that,  if  such 
security  is  provided  for  the  children  as  may  be  given  to  them  first  by 
physical  rehabilitation  and  second  b}^  education,  we  shall  have  carried 
the  process  to  the  point  where  that  kind  of  self-reliance  is  given  to 
children  which  really  enables  them  to  feel  some  degree  of  security  in 
the  world. 

Senator  Couzens.  Is  it  not  a  fact  that  many  of  the  States  are  gi^^ng 
these  crippled  children  an  education? 

Mr.  Studebaker.  One  of  the  statements,  Senator,  which  I  shall 
file  will  provide  some  facts  on  that.  Our  records  show  that  only  16 
States  up  to  1931  had  provided  legislative  authorization  for  the  educa- 
tion of  crippled  children,  while  only  19  had  pro\nded  legislative 
authorization  for  education  of  blind  or  partially  seeing  children  in 
local  school  systems.  As  against  the  16  States  which  have  provided 
legislative  authorization  for  the  education  of  crippled  children,  only 
12  among  the  16  were  providing  financial  assistance  to  the  local 
communities  in  support  of  education  of  crippled  children. 

I  show  in  the  facts  which  I  am  filing  that  while  there  may  be  approxi- 
mately 300,000  crippled  children  alone,  using  "crippled  "  in  the  sense  of 
abnormalities  of  muscles  and  bones,  not  of  hearts  and  eyes,  and  so 
forth — of  300,000  crippled  children,  perhaps  100,000  need  special 
school  facilities,  and  only  about  17,000  have  them. 

1  am  convinced,  for  one,  after  having  a  good  deal  of  personal  experi- 
ence with  this  problem,  that  it  is  of  such  a  highly  specialized  nature 
that  the  States  need  stimulation  by  the  Federal  Government  in  order 
to  enact  legislation  that  will  wipe  out  the  tarift'  barriers  of  boundary 
lines  among  the  school  districts  and  let  these  children  move  freely 
over  the  State  to  find  those  locations  which  local  communities  will 
eventually  provide  in  which  they  can  be  given  a  fair  chance.  Wherev- 
er progressive  legislation  in  behalf  of  physically  handicapped  children 
has  been  provided,  that  basic  principle  is  involved,  that  is  the  State 
steps  into  the  jjicture  to  nuike  up  to  the  local  communities  all  or  a 
large  part  of  the  difi'orence  between  the  cost  in  that  local  community 
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of  educating  the  physically  handicapped  child  and  the  cost  of  educating 
the  so-called  "normal  child."  That  takes  the  burden  oft"  the  local 
communities  of  doing  what  is  really  a  State  problem. 

The  question  I  presume  that  you  will  have  to  face  is  the  extent  to 
which  you  will  consider  this  to  be  a  national  problem,  but  I  can  see 
that  with  a  relatively  small  sum  of  money  judiciously  distributed  to 
the  States  there  would  be  provided  to  all  of  the  States  such  a  stimulus 
to  enact  that  kind  of  legislation  as  to  bring  about  within  4  or  5  years 
great  progress  not  only  in  physical  rehabilitation  as  provided  under 
sections  702  and  703  with  the  amendments  I  have  suggested,  but, 
carrying  the  process  further,  in  giving  these  youngsters  a  fair  chance 
in  education. 

The  Chairman.  Was  this  proposition  presented  to  the  committee? 

Mr.  Studebaker.  I  should  explain  that  I  have  been  here  only  a 
short  time  and  by  the  time  I  arrived  the  report  was  concluded,  so  far 
as  I  know.  We  were  not  asked  to  contribute  but  I  think  nobody  was 
to  blame  for  that. 

The  Chairman.  Have  you  presented  the  matter  to  the  Ways  and 
Means  Committee  of  the  House? 

Mr.  Studebaker.  Yes,  and  I  consulted  some  members  of  the 
committee  on  economic  security  after  we  discovered  these  statements. 

The  Chairman.  What  is  the  amount  that  you  suggest? 

Mr.  Studebaker.  My  first  suggestion  is  to  clarify  certain  ambigu- 
ous phrases  in  the  bill,  with  the  consequent  elimination  of  any  possible 
involvement  of  education  from  the  provisions  of  sections  702  and  703 
of  title  7.  My  second  suggestion  is  to  add  a  new  title  to  the  bill 
making  an  annual  appropriation  of  $10,000,000  for  educational 
provisions  for  physically  handicapped  children,  to  be  administered  by 
the  United  States  Office  of  Education  as  the  appropriate  Federal 
agency. 

The  Chairman.  We  will  put  into  the  record  the  suggested  amend- 
ments. 

Mr.  Studebaker.  Yes,  sir.  I  have  these  two  statements  which 
I  have  not  taken  the  time  to  read. 

The  Chairman.  They  will  be  incorporated  in  the  record  as  part 
of  your  testimony. 

(The  statements  referred  to  are  as  follows:) 

Memorandum    Regarding    S.    1130,    Known  as  the  "Economic 

Security  Bill" 

Title  7  of  the  bill  includes  section  702  on  the  care  of  crippled  children 
and  section  703  on  aid  to  child-welfare  services.  In  each  of  these  two 
sections  it  is  assumed  that  the  responsibilities  involved,  which  are 
assigned  to  the  Children's  Bureau  in  the  Department  of  Labor,  relate 
only  to  the  physical  welfare  of  children  and  to  those  services  commonly 
known  as  "child-welfare"  services.  Yet  in  several  instances  the 
phraseology  is  so  indefinite  and  vague  that  considerable  confusion  will 
arise  in  the  administration  of  the  provisions  of  the  bill,  should  this 
phraseology  be  allowed  to  remain  in  the  measure.  Educational, 
health,  and  welfare  services  are  so  intimately  related  that  the  utmost 
caution  needs  to  be  observed  to  obviate  duplication  and  overlapping 
of  functions  among  the  separate  agencies  concerned. 
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During  recent  decades,  educators  have  come  to  recognize  that 
schoolroom  activities  dealing  with  the  ordinary  subjects  of  the 
curriculiun  are  frequently  made  less  effective  if  not  actually  nullified 
by  what  goes  on  outside  the  schoolroom.  In  consequence  of  this, 
schools  have  developed  various  types  of  educational  programs  designed 
to  serve  the  needs  of  crippled,  delinquent,  and  otherwise  handicapped 
children.    Such  programs  include: 

(1)  Parental  schools  providing  a  24-hour  program  for  children 
presenting  behavior  problems  which  cannot  be  satisfactorily  adjusted 
under  existing  home  conditions. 

(2)  Schools  employing  visiting  teachers  who  combine  excellent 
education  with  social  work  techniques  and  go  into  the  homes  to 
discover  the  conditions  which  tend  to  prevent  children  from  doing  well 
in  school. 

(3)  Appropriate  school  services  for  the  socially  maladjusted  and  the 
mentally  retarded,  in  which  groups  it  is  assumed  that  children  desig- 
nated in  the  act  as  those  "in  danger  of  becoming  delinquent"  would 
be  included. 

(4)  Schools  offering  special  services  for  crippled  children.  Such 
schools,  for  example,  as  those  in  Cliicago,  Detroit,  Des  Moines,  and 
many  other  cities,  are  not  only  examples  of  excellent  education  but 
they  illustrate  also  the  appeal  which  the  welfare  of  these  unfortunate 
children  has  to  the  hearts  of  the  communities  in  which  they  live.  In 
the  furtherance  of  coordinated  educational  programs,  school  buildings 
have  been  equipped  with  modern  facilities  for  such  medical,  ortho- 
pedic, and  nursing  care  as  crippled  children  may  need  throughout  the 
school  day. 

(5)  Schools  developing  programs  of  adult  education,  especially 
parental  education,  in  the  hope  of  uniting  the  intelligent  efforts  of 
parents  with  the  efforts  of  the  teachers  in  better  understanding  and 
educating  the  children. 

In  view  of  the  situation  indicated  above,  it  is  believed  appropriate 
steps  should  be  taken  to  effect  two  changes  in  the  biU,  as  follows: 
(1)  Clarification  of  certain  ambiguous  phrases,  with  the  consequent 
elimination  of  any  possible  involvement  of  education  from  the  pro- 
visions of  sections  702  and  703  of  title  7;  (2)  addition  of  a  new  title 
making  an  appropriation  for  educational  provisions  for  physically 
handicapped  children,  to  be  administered  by  the  appropriate  Federal 
agency.  The  following  suggestions  relating  to  the  details  of  each  of 
these  changes  are  hereby  submitted  for  consideration  and  endorse- 
ment: 

A.  Changes  needed  to  clarify  ambiguous  phrases  and  to  eliminate 
education  from  involvements  of  present  bill: 

1.  Section  702  (a)  (p.  54,  line  4),  change  the  phrase  "medical  care 
and  other  services  for  crippled  children"  to  "medical  care  and  other 
services  for  the  physical  welfare  of  crippled  children." 

2.  Section  702  (a)  (p.  54,  lines  IG  and  17),  change  the  phrase  "fa- 
cilities for  diagnosis  and  care,  hospitalization,  and  after  care"  to 
"facilities  for  medical  diagnosis  and  physical  care,  hospitalization, 
and  convalescent  care." 

3.  Section  702  (b)  (p.  55,  line  5),  change  the  phrase  "medical  care 
and  other  services  for  crippled  children"  to  "medical  care  and  other 
services  for  the  physical  welfare  of  crippled  children." 
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4.  Section  702  (b)  (p.  55,  lines  16-18),  change  the  phrase  "facilities 
for  locating  and  diagnosing  children  *  *  *  ^j^^j  after  care"  to 
"facilities  for  location  and  medical  diagnosis  of  crippled  children 
*     *     *     and  convalescent  care." 

5.  Section  703  (a)  (p.  56,  lines  6-8),  change  the  phrase  "welfare 
services  for  *  *  *  dependent  and  neglected  children  and  chil- 
dren in  danger  of  becoming  delinquent"  to  "child  welfare  services 

for     *     *     *     dependent  neglected,  and  predelinquent  or  delinquent  v 

children."  ;.!; 

B.  Suggestions  for  an  additional  title  to  be  added  to  the  bill,  to  ■  ^ 

^provide  for  the  education  of  physically  handicapped  children:  ;^' 

1.  In  order  to  enable  the  Federal  Government  to  cooperate  with  the  State  ': 
.agencies  concerned  with  the  education  of  physically  handicapped  children,  there 

js  hereby  appropriated  for  the  fiscal  year  ending  June  30,  1936,  from  funds  in  the 
Treasury  not  otherwise  appropriated,  the  sum  of  $10,000,000,  and  for  each  fiscal  »,  ; 

year  thereafter  there  is  authorized  to  be  appropriated  $10,000,000,  same  to  be  ?■■ 

.allocated  to  the  United  States  Office  of  Education  in  the  Department  of  Interior  ;- 

to  be  expended  for  the  education  of  physically  handicapped  children  as  herein- 
.^after  provided.  : >  ■ 

2.  For  the  purposes  of  this  Act  physically  handicapjDed  children  shall  include  I*' 
the  crippled,  the  blind  and  partially  seeing,  the  deaf  and  hard  of  hearing,  children  >,(' 
Jiaving  cardiac  difficulties,  children  having  tuberculous  tendencies,  and  other  •.,•; 
•children  who  are  physically  handicapped  to  the  degree  that  they  need  special               '•■; 
^educational  facilities. 

3.  From  the  amount  appropriated,  so  much,  not  to  exceed  5  per  centum,  as 
.the  United  States  Office  of  Education  shall  find  to  be  necessary  for  administering 
.the  provisions  of  this  section  and  for  investigations  and  reports  related  thereto, 
shall  be  deducted  annually  for  these  purposes  to  be  available  until  expended. 

4.  The  remainder  shall  be  allotted  to  the  States  on  the  basis  of  population,  for 
providing  education  and  educational  facilities  for  physically  handicapped  children: 
Provided,  (a)   That  no  allotment  under  this  subsection  shall  exceed  the  sum  made  , /,,' 

.available  by  the  State  or  local  coinmunity,  or  both,  for  purposes  of  this  section.  >.';; 

(b)  That  in  every  case  the  State  shall  present  proof  that  there  is  either  embodied 
in  the  statutes  of  the  State  or  otherwise  provided  a  specification  designed  to  assist 

local  school  units  in  carrying  the  excess  burden  of  cost  involved  in  the  education  ;,  . 

of  physically  handicapped  children  over  and  above  that  required  for  educating  {■'/ 

normal  children.  ;|^, 

(c)  That  a  State  plan  be  set  up  for  administration  of  funds  and  for  their  equita-  !^..; 
-ble  distribution  regardless  of  locality,  race,  color,  or  economic  status  of  the  children  ;  . 
concerned;  for  supervision  of  the  work  done;  for  necessary  interschool  or  inter-               ';,* 
■district  arrangements;  for  transportation;  and  for  other  provisions  essential  to  the 
carrying  out  of  this  Act. 

(d)  That  allotments  within  the  State  may  be  made  in  conformity  with  popula- 
tion distrubition,  administrative  organization,  and  other  factors  conditioning 
educational  costs 

(e)  That  not  more  than  25  per  centum  of  the  fund  .allocated  to  any  State  shall  ,  , 
be  used  for  residential  schools  or  institutions  for  physically  handicapped  children.               jA'  ■ 

5.  When  the  Commissioner  of  Education  deems  a  State  plan  and  the  adminis-  !:',:■ 
tration  thereof  to  be  in  reasonable  conformity  with  the  provisions  of  this  section, 

he  shall  approve  the  same  and  send  due  notice  of  such  approval  to  the  Secretary 
of  the  Interior  and  the  State  agencv  coiicerned 


Facts  Concerning  Educational  Facilities  for  Physically 
Handicapped  Children,  Submitted  by  John  W.  Studebaker, 
U.  S.  Commissioner  of  Education 

A.  Figures  showing  approximate  incidence  of  physically  handi- 
capped children  needing  special  educational  care,  and  approximate 
number  now  enrolled  in  special  schools  and  classes  of  either  day  school 
or  residential  type. 
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Crippled  children 

Blind  or  partially  seeing 

Deaf  or  hard  of  hearing 

Tuberculous,  pretuberculous,  cardiac 


Incidence 


100, 000 

05, 000 

350, 000 

1, 000,  000 


Enroll- 
ment in 
special 
schools 

and 
classes 


17,000 
11,000 
21,000 
50,000 


Figures  based  on  findings  of  White  House  Conference  of  1930  and 
Biennial  Survej^  of  the  Office  of  Education.  They  are  estimates 
only,  since  no  adequate  census  has  ever  been  made.  A  comparison 
of  these  figures  (incidence  with  enrollment)  shows  the  tremendous 
need  for  increased  educational  facilities  for  physically  handicapped 
children  who  need  special  services. 

B.  Approximate  average  per  pupil  cost  of  educating  certain  groups 
of  physically  handicapped  children  in  special  day  classes  (exclusive  of 
cost  of  buildings  or  permanent  equipment): 

Crippled $200 

Blind 375 

Partially  seeing 200 

Deaf..l 350 

Tuberculous,  pretuberculous,  cardiac 125 

Figures  taken  from  Biennial  Survey  of  Office  of  Education.  They 
show  the  great  need  for  special  assistance  to  local  communities  in 
meeting  the  excess  cost  of  educating  physically  handicapped  children 
over  and  above  the  cost  of  educating  normal  children. 

C.  Number  of  States  giving  legislative  authorization  and  special 
financial  aid  for  special  education  of  certain  types  of  physically  handi- 
capped children  in  local  school  districts. 


Crippled 

Blind  or  partially  seeing 

Deaf  or  hard  of  hearing -- 

Tuberculosis,  pretuberculosis  cardiac 


Number  of  States 


Legislative 
authorization 


Special  finan- 
cial aid 


Figures  taken  from  study  published  by  Office  of  Education  in  1931 ; 
they  show  the  need  of  Federal  aid  to  promote  and  develop  the  educa- 
tional program  in  the  States  for  physically  handicapped  children. 

Examples  of  Progressive  State  Legislation  Affecting  Education  of 
Physically  Handicapped  Children,  Submitted  by  John  W.  Studebaker, 
United  States  Commissioner  of  Education 

Maryland. — And  wherever  the  city  of  Baltimore  or  any  of  the  counties  of 
the  State  shall  inaugurate  a  special  program  of  instruction  under  standards, 
rules,  and  regulations,  of  the  State  board  of  education  to  meet  the  needs  of  any 
child  whose  handicap  is  physical  only  and  whose  needs  are  not  met  by  ordinary 
school  facilities,  the  city  or  counties  so  providing  the  same  shall  be  entitled  to 
receive,  toward  the  cost  of  teachers,  special  equipment,  nursing,  therapeutic 
treatment,  and  transportation,  an  amount  not  to  exceed  $200  per  child,  to  be  paid 
by  the  State  of  Maryland  out  of  a  special  fund  to  be  appropriated  for  such  pur- 
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pose  in  the  State  public-school  budget.  The  State  superintendent  of  schools 
shall  ascertain  the  respective  amounts  the  city  of  Baltimore  and  the  counties 
shall  be  so  entitled  to  receive  from  the  State  under  this  section,  and  when  such 
amounts  are  so  ascertained,  the  State  superintendent  of  schools  shall  certify  the 
same  to  the  State  comptroller. 

Wisconsin. — In  excess  of  $70  per  child  *  *  *  ^^g  amount  apportioned  to 
any  board  shall  not  be  in  excess  of  the  following  *  *  *•  (^j)  Yot  each  pupil 
residing  in  the  district  and  attending     *     *     *     such  day  school     *     *     *     or 

*  *  *  class  for  the  deaf  or  blind,  $250;  for  children  physically  disabled,  $300; 
(6)  for  each  pupil  residing  outside  the  district,  but  within  the  State,  who  attends 

*  *  *  such  day  school  or  class  *  *  *  $400;  for  children  physically 
disabled,  $450.  (Transportation  for  the  physically  disabled  is  also  furnished.) 
(Laws  of  Wisconsin,  1927,  ch.  488.) 

California. — The  average  daily  attendance  of  physically  handicapped  pupils 
•shall  be  inckided  in  the  total  average  daily  attendance  of  the  district  for  pur- 
poses of  the  usual  State  and  county  apportionments  on  average  daily  attendance 
and  teacher  units.  In  addition  to  the  above  ai)portionments  the  State  and 
county  will  reimburse  the  district  for  the  amount  of  the  excess  cost  of  educating 
physically  handicapped  children  when  the  cost  is  more  than  the  average  cost  of 
educating  a  normal  child  in  said  district.  Such  reimbursement,  however,  cannot 
exceed  $100  each  from  the  State  and  the  county  for  each  unit  of  average  daily 
attendance  of  physically  handicapped  children.  Excess  cost  is  determined  by 
computing  the  difference  between  regular  classes  and  the  average  current  ex- 
penditure for  each  unit  of  average  dail,y  attendance  of  physically  handicapped 
pupils.  The  district  must  furnish  the  buildings  and  equipment,  as  items  ex- 
pended for  capital  outlays  cannot  be  included  in  figuring  the  cost  of  this  special 
instruction.      (Abstract  of  law.) 

The  Chairman.  The  next  witness  is  Francis  D.  Tyson,  Professor 
of  Economics,  University  of  Pittsburgh. 

STATEMENT  OF  FRANCIS  D.  TYSON,  PROFESSOR  OF  ECONOMICS, 
UNIVERSITY    OF   PITTSBURGH,  PITTSBURGH,  PA. 

Mr.  Tyson.  I  may  say,  gentlemen,  that  I  have  been  a  member  of 
the  State  committee  on  unemployment  reserves,  and  I  should  like  to 
address  my  brief  remarks  particularly  to  the  unemployment  com- 
pensation sections  of  this  act. 

I  would  like  first  of  all  to  pay  a  tribute  as  a  student  to  the  courage 
and  wisdom  of  the  President  in  launching  this  economic  security 
program  to  protect  the  citizen  as  he  put  it,  from  the  major  hazards 
and  vicissitudes  of  modern  life  through  having  us  devote  our  attention 
this  winter  to  the  enactment  of  social-insurance  measures. 

Social  insurance  has  been  an  institution  operating  practically  in 
Europe  for  50  years  but  is  relatively  unfamiliar  with  us;  but  in 
Pennsylvania,  as  Senator  Guffey  loiows,  we  have  been  working  for 
20  years  with  these  measures.  Our  first  experience  began  in  1915-16, 
with  the  imemployment  compensation  commission  and  the  enactment 
of  our  compensation  law. 

I  think,  gentlemen,  you  have  brought  the  issues  out  of  the  field  of 
economic  and  commission  discussion  into  the  field  of  practical  experi- 
ment. The  omnibus  bill,  as  I  read  it,  seems  to  be  quite  ingenious  and 
very  constructive  from  the  standpoint  of  the  adoption  of  a  national 
program  in  general,  in  old-age  security,  and  children's  assistance 
phases.  It  seems  to  me  the  old-age  security  provisions  leave  little  or 
nothing  to  be  desired. 

I  would,  if  there  is  time,  just  suggest  one  or  two  possible  minor 
adjustments.  I  should  think  that  rather  then  have  the  old-age  pen- 
sions identified  with  the  Federal  Emergency  Relief  Administration 
it  might  be  well  if  you  should  consider  establishing  an  independent 
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old-age  pension  commission  in  line  with  the  established  Federal 
tradition  or  at  least  give  it  autonomy  antil  a  Federal  department 
of  welfare  has  been  set  up  nationally.  Our  claim  for  working  for 
unemploA'ment  assistance  with  Mr.  Davison  as  administrator  in 
Pennsylvania  since  1915,  and  the  program  which  we  adopted  partially 
at  the  last  session,  and  what  the  Democratic  administration  will  now 
extend,  makes  the  claim  that  we  are  estal)lishing  the  self-respect 
of  tliese  needy  people,  aad  I  think  it  unfortunate  tliat  that  emphasis 
should  be  lessened  by  liaving  the  administration  identified  with  that 
emergency  relief  administration. 

The  Chairman.  Would  you  make  this  social  board  on  unemploy- 
ment insm-ance  independent  of  the  Department  of  Labor? 

Mr.  Tyson.  That  brings  up  another  issue,  of  course.  I  was  refer- 
ring to  the  initial  section  with  regard  to  old-age  assistance.  With 
regard  to  old-age  security,  I  think  I  favor  youi  judgment  if  you 
indicate  it  by  your  question,  that  the  social  insurance  board  because 
of  fiscal  problems,  I  think  it  might  be  located  independently,  accord- 
ing to  our  Federal  tradition  establishing  the  Interstate  Cojumerce 
Commission,  the  Federal  Reserve  Board  and  other  commissions. 
And  I  think  recently  the  Aviation  Commission  was  so  treated.  I 
think  it  might  be  in  the  Treasury  rather  than  the  Labor  Department 
since  it  involves  citizens  rather  than  the  labor  interests. 

Senator  Capper.  Do  you  think  this  program  protects  the  rights  and 
privileges  of  the  States  to  the  extent  that  it  should? 

Mr.  Tyson.  Yes,  sir,  and  rather  more  than  it  may  to  get  the  best 
results.     I  would  like  to  address  myself  particularly  to  that  issue. 

Senator  Capper.  There  is  no  reason  wdiy  the  States  should  be 
alarmed  at  anything  in  this  bill. 

Mr.  Tyson.  Not  in  the  least.  They  have  the  very  broadest  powers. 
Under  the  terms  of  the  unemployment  compensation  sections,  nearly 
everything  is  left  to  the  States.  Question  has  been  raised  whether 
the  Federal  Government  might  not  legitimately  go  a  little  further 
in  setting  minunum  standards  to  avoid  lack  of  uniformity  and  ex- 
treme diversity  among  the  States,  which  of  course  would  make 
things  difficult  for  the  worker  who  travelled  from  State  to  State, 
and  I  remind  you  that  the  American  working  population  is  very 
mobile.  I  would  like  to  recur  to  that  matter  in  a  few  moments,  if  I 
may. 

It  seems  to  me  that  in  rather  marked  contrast  to  the  old-age 
security  sections  of  the  bill  no.  1180,  the  unemployment  compensa- 
tion sections  are  rather  confused,  involved  and  in  a  measure  contra- 
dictory. On  January  25  in  his  message  on  conservation  of  natural 
resources,  the  President  said,  "only  through  the  growth  of  thought 
and  action  in  terms  of  national  economics  can  we  best  serve  individual 
lives  in  individual  localities. "  I  have  a  great  admiration  for  the 
constructive  way  in  which  our  national  administration  has  assumed 
responsi})ility  for  unemployment  in  this  disaster,  both  with  regard  to 
Mr.  Hopkins'  F.  F.  K.  A.  jM-licy,  i^nd  in  regard  to  Mi-.  Ickes'  public- 
works  prf)gram.  That  same  assumption  of  national  rct^ponsibility 
is,  I  think,  assumed  in  old-age  pensions  and  old-age  security  and 
other  specific  assistances  of  your  bill,  but  unfortunately  that  seems 
not  to  be  the  case  in  the  very  important  unemployment  compensa- 
tion sections,  sections  406,  602  and  following. 
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Of  course  a  good  many  of  us  have  thought  in  the  past,  although  I 
admit  the  ingenuity  of  this  bill,  that  it  might  be  well  from  the  stand- 
point of  our  national  tradition  to  separate  the  tax  feature,  the  excise 
tax  in  this  case,  from  the  payment  of  Federal  funds  to  the  States. 
You  recall  the  tradition  established  in  the  Smith-Hughes  measure  for 
education  and  the  Smith-Towner  Act,  and  latterly  in  the  Wagner- 
Peyser   bill   in   the   establishment   of  Federal   employment   offices.  ;■ ' 
Whether  that  is  practical  or  not,  I  cannot  say.     And  that  the  experts  '^■,, 
on  the  committee  on  economic  security  and  the  advisory  committee  V 
were  divided  on  the  issue,  with  the  majority  in  each  case  thinking  that               ,, 
it  was  practicable  to  separate  tax  measure  and  subsidies  in  order  to              ,' 
permit  more  effective  standard  setting  among  the  States,  to  exercise              ; 
a  large  degree  of  Federal  supervision  over  the  minimum  standards              ,v, 
set  in  the  State  lines.     Such  supervision  certainly  v/ould  assure  a              > 
grater  measure  of  imiformity  and  meet  more  effectively  what  we  have              ' : 
found  in  our  Pennsylvania  commission  to  be  the  most  effective  argu-              ■ 
ment  against  action  by  the  States.     Both  the  bituminous  coal  opera- 
tors in  western  Pennsylvania  and  the  textile  employers  in  eastern              l- 
Pennsylvania  complained  that  it  was  unfair  to  ask  them  to  assume              *^ 
the  2  or  3  percent  pay-roll  burden  when  other  and  less  progressive              J; 
States  enacted  no  such  pay-roll  contribution.     One  of  the  difficulties 
I  can  see  in  action  by  the  States,  which  will  be  very  diverse  under  the              ^ 
terms  of  this  law,  is  that  some  States  may  enact  a  1  percent  pay-roll              ;■ : 
reserve,  some  2  percent  and  some  the  full  3  percent.     In  that  case              f. 
the  obstacle  of  interstate  competition  would  still  be  a  real  obstacle.              | 
Perhaps  it  has  been  magnified  and  employers  have  exaggerated  the              ' 
increase  in  pay-roll  cost  and  in  total  cost  from  the  imposition  of  so              ;  -^ 
slight  a  tax.                                                                                                                  4' 

I  admit  under  our  Federal  system  the  need  of  a  good  deal  of  elas-  '^■} 

ticity  and  experimentation  among  the  States,  and  I  will  say  frankly  i;;. 

and  I  believe  this  bill  has  a  slight  bias  in  the  direction  of  the  encourage-  |,' 

ment  of  the  Wisconsin  idea  for  experiment  by  the  employers  under  an  if^ , 

exclusive  pay-roll  contribution  to  stabilize  their  employment,  and  I  >' 

would  like  to  see  the  Wisconsin  idea  furthered  under  the  terms  of  ,' 

the  bill  so  that  at  least  we  may  see  whether  it  will  or  will  not  work. 

The  Chairman.  You  think  it  should  be  broad  enough  to  make  it 
optional  with  the  States  as  to  what  plan  they  adopt?  , 

Mr.  Tyson.  Yes,  I  think  that  should  be  done  and  at  the  same  time  I; 

secure  this  other  objective  of  a  degree  of  uniformity  that  will  prevent  ?;>-; 

waste  and  loss  and  relative  chaos  in  the  administration  of  our  national  |'y 

unemployment  system.     I  will  have  a  work  to  say  about  that  a  little  ■■■' 

later  if  I  may.  i:  . 

The  real  issue,  as  you  know,  is  whether  the  States  shall  adopt  plans  ;■  ' 

calling  for  exclusive  employer  reserves  of  1,  2,  or  3  percent  under  the  ', 

terms  of  this  bill,  or  bills  of  the  Ohio  type  where  the  penalties  of  the  ;v " 

employers  who  have  unstable  employment.  The  theorists  who  advo- 
cate tliis  measure  claim  it  would  stimulate  those  employers  to  find 
ways  and  means  of  reducing  the  penalty  by  stabilizing  their  employ- 
ment. Of  course,  considerable  debate,  as  you  know,  has  gone  for- 
ward for  some  years  on  that  issue.  It  is  interesting  that  more  and 
more  support  has  been  given  among  the  experts  to  the  State  pool  !, 

idea.     An  instance,  particularly,  is  the  reversal  of  an  earlier  commis-  ^l 

sion  position  in  the  most  recent  Massachusetts  commission  on  imem- 
ployment  reserves,  the  recent  report  of  the  New  Hampshire  com- 
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mission,  Dr.  Feldman  of  Dartmouth  and  even  the  more  trenchant 
and  effective  reversal  of  the  Minnesota  report,  the  leader  in  the  prepa- 
ration of  which  was  Mr.  Hansen  who  I  believe  has  already  been  before 
you,  now  connected  with  the  State  Department. 

The  Chairman.  Yes;  he  has  been  before  the  committee. 

Mr.  Tyson.  I  do  agree  that  there  should  be  a  degree  of  experi- 
mentation made  possible  insofar  as  that  does  not  lower  standards  too 
far.  Some  of  us  believe  that  the  claim  for  the  Wisconsin  plan  has 
been  greatly  exaggerated,  and  that  the  individual  employer  or  the 
single  industry  face  very  definite  limits  with  regard  to  what  may  be 
done  in  reducing  the  incidence  of  employment.  America  is  a  dynamic 
country,  not  onl}"  with  diverse  climate,  and,  as  you  know,  seasonal  un- 
employment as  related  to  climatic  conditions  as  well  as  to  style  and 
fashion  change.  In  the  face  of  those  general  psychological  changes  or 
political  changes,  the  individual  employer  and  the  individual  industry 
is  relatively"  helpless.  Similarly  with  regard  to  the  rapid  pace  at 
which  a  technological  change  is  made  and  technological  unemploy- 
ment occurs,  it  is  pretty  hard  to  see  how  an  individual  employer  or  a 
single  industry  can  do  more  than  mitigate  or  slow  up  those  changes, 
and  of  course  the  incidence  of  cyclic  changes  or  a  depression  on  em- 
ployment as  in  the  last  4  years  leaves  the  individual  employer  or 
industry  helpless  before  the  burden  of  involuntary  idleness  of  w^orkers. 

I  realize  that  the  bill  does  make  some  very  constructive  provisions 
mitigating  somewhat  the  exclusive  emphasis  of  the  Wisconsin  law. 
I  refer  to  the  1 -percent  pool  device  and  the  incentive  provided  for 
guaranteed  employment  through  the  offset  credits  in  the  excise  tax. 
Whether  this  measure  will  prove  as  effective  as  would  direct  subsidy 
if  the  social  insurance  board,  figuring  that  the  States  may  make 
certain  standards  as  is  now  the  case  under  the  Smith-Hughes  Educa- 
tional Act  or  the  Wagner-Peyser  Employment  Act,  remains  to  be 
seen.  Some  of  us  would  prefer  the  continuing  of  the  established 
practice  wliich  is  undoubtedly,  my  lawyer  friends,  constitutional.  The 
Federal  Government  taxing,  the  Federal  Government  offering  assist- 
ance in  the  terms  of  the  restriction  in  the  maintenance  of  the  definitely 
defined  and  supervised  standards. 

With  regard  to  the  standards,  I  may  say  that  there  is  not  in  the 
present  bill  adequate  safeguard  against  the  passage  and  administration 
of  rather  loose  wState  laws.  That  is,  there  is  no  definition  as  to  mini- 
mum benefits,  waiting  period,  or  coverage  m  the  bill  as  written.  I 
fear  that  such  poor  State  administration  unchecked  by  the  standard 
setting  device  of  the  Federal  Government  might  result  in  the  dissipa- 
tion of  funds,  the  failure  to  pay  guaranties,  or  too  meager  benefits, 
in  which  case  tne  high  promise  given  by  President  Roosevelt  and  by 
the  administration  could  not  be  fulfilled.  The  result  might  be  a 
political  boomerang  in  terms  of  the  dissatisfaction  and  discontent  of 
the  workers  who  promised  assistance,  which  j^ou  Icnow  under  the 
Wisconsin  measure  is  not  fulfilled.  You  realize  that  the  maximum 
benefits  under  the  Wisconsin  law  arc  only  $100.  The  employer  estab- 
lishes a  reserve  of  2  percent  for  only  $55  per  worker,  and  the  number 
of  workers  represents  only  the  steadily  enri)loyed  group.  His  contri- 
bution applies  to  earnings  on  $75  and  then  ceases.  Wisconsin  cannot 
even  guarantee  those  promised  i)a3'ments  in  the  absence  of  a  State 
pool. 

Senator  Costigan.  Do  you  recall  the  waiting  period  under  the 
Wisconsin  law? 
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Mr.  Tyson.  Yes,  sir;  two  weeks.  The  Ohio  law  in  contrast,  Sen- 
ator Costigan,  provided  three.  Three  or  four  seems  to  most  of  us 
necessary.  There  is  or  has  been  a  great  deal  of  conservative  criticism 
of  course  with  regard  malignering,  but  I  do  not  believe  that  the 
American  workers  would  voluntarily  stay  out  of  work  to  receive,  and 
the  bearing  of  the  cost  of  unemployment  for  3  or  4  weeks,  half  or  such 
of  their  wages. 

Of  course,  in  insurance  you  get  exactly  what  you  pay  for,  as 
Dr.  Leiserson  remarked  in  the  Harrisburg  State  labor  meeting 
recently.  I  asked  myself  why  I  do  not  carry  $100,000  of  life  insur- 
ance; I  should,  because  I  have  a  large  family.  My  only  answer  is 
this:  I  cannot  pay  for  it. 

It  seems  to  me  this  unemployment  is  national;  a  community,  a 
national,  a  social  problem;  our  main  problem  is  to  provide  some 
adequate  agencies  to  meet  that  part  of  its  cost  which  can  be  covered 
by  this  mechanism  of  unemployment  compensation  or  insurance, 
and  I  should  like  to  be  sure  that  the  bill  provides  what  I  hope  we 
may  get  in  Pennsylvania,  the  3-percent  minimum  employer  pay-roll 
contribution  plus  a  1 -percent  employee  participation.  I  realize  that 
economically.  Senator  Costigan,  it  makes  very  little  difference.  The 
employer  pays  a  tax  imrnediately  and  then  if  economies  do  not  ensue 
from  the  adoption  of  the  measure,  he  passes  it  on  to  the  consuming 
public  and  the  risk  is  spread  over  the  whole  of  America,  so  that 
economically  an  employee  contribution  is  simply  enforced  savings 
from  the  peak  of  prosperity  to  the  trough  to  increase  the  benefits 
available  when  employment  is  denied. 

But  the  only  intensive  study  that  has  been  given  in  America^ 
unfortunately,  is  actuarial  study  in  Ohio  where  through  the  university 
and  the  State  government,  very  effective  employment  and  unem- 
ployment figures  existed,  and  that  study,  which  I  have  been  over  and 
believe  to  be  sound,  reached  the  estimate  of  the  3-percent  contribu- 
tion which  they  thought  was  all  the  fund  would  bear  at  the  time  they 
propkosed  the  act  2  years  ago  to  provide  benefits  of  the  maximum  of 
$15  a  week  for  10  weeks,  and  that  4-percent,  if  you  could  have  gotten 
the  employer  and  the  worker  to  share  50-50 — say  2  and  2  or  even 
2}^  and  Iji — that  the  benefits  could  have  been  extended  to  26  weeks 
giving  appreciable  protection. 

I  am  not  quite  sure  from  a  review  of  the  testimony  in  the  New 
York  Times  whether  it  will  be  sure  that  the  States  have  opportunities 
to  adopt  more  liberal  measures  and  have  the  workers  decide  on  par- 
ticipating as  did  the  workers  of  England  and  Germany  and  those 
more  adequate  assistances. 

Senator  Costigan.  The  safeguards  proposed  would  fall  substan- 
tially below  those  of  Great  Britain? 

Mr.  Tyson.  Substantially  below  those  of  Great  Britain,  and  so  far 
as  the  Federal  setting  is  concerned,  substantially  below  those  meager 
standards  imposed  by  the  Ohio  bill.  I  should  like  to  speak  on  that 
point,  sir,  that  there  seems  to  me  no  good  reason  for  this  scale  of 
benefits.  The  time  to  accumulate  unemployment  reserves  is  on  the 
up-curve  of  the  business  cycle.  I  think  there  is  general  agreement  that 
we  are  on  the  up-curve.  Prices  will  advance  through  this  year  prob- 
ably at  the  rate  of  1  percent  a  month.  If  the  State  of  Wisconsin  can 
undertake  a  loan  in  the  face  of  the  interstate  competition  obstacle  for 
the  2-percent  employer  reserve,  certainly  it  does  not  seem  fair  to 
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ask  the  employing  group  as  a  whole  on  a  Nation-wide  basis  to  accept 
this  3 -percent  reserve  initially. 

I  remind  you  that  in  all  likelihood  collection  of  contributions  will 
not  begin  until  the  end  of  this  year  perhaps  for  a  full  year,  and  the 
pa3'-jnent  of  benefits  will  not  be  made  for  another  year.  I  think  we 
will  be  well  up  toward  recovery  by  that  time,  and  that  this  small 
percentage  of  the  cost  will  not  burden  industry  or  delay  or  impair 
recovery. 

We  learned  in  Pennsylvania  in  discussions  with  the  emploj^ers  and 
their  statisticians  that  a  2-  or  3-percent  pay-roil  tax  would  be  a  charge 
in  most  industries  of  only  a  fraction  of  1  percent  of  the  cost  of  the 
product,  and  we  believe  that  quite  often  no  corresponding  increase 
in  cost  will  accrue  at  all,  particularly  if  the  Wisconsin  idea  of  giving 
incentive  to  tlie  employers  to  regularize  and  stabilize  and  these  ofl'set 
credits  and  guaranteed  employment  work  at  all,  to  use  this  instru- 
ment of  insurance  to  enhance  efficiency  and  reduce  some  operating 
cost  of  industry.  Certainly,  Senator  Costigan,  that  has  been  our 
experience  with  workmen's  compensation,  has  it  not?  That  the  in- 
surjince  charges  and  premiums  of  the  employer  meant  in  the  safety- 
first  movement  that  it  has  gone  far  certainly  to  reducing  the  increasing 
rate  and  cost  of  accidents  and  to  more  than  pay  for  the  mechanism  of 
the  insurance.     I  have  some  figures  on  that,  if  you  want. 

The  Chairman.  Just  put  them  in  the  record. 

Mr.  Tyson.  Yes,  sir;  I  shall  be  glad  to  do  so.  I  shall  be  glad  to 
answer  any  questions. 

You  realize,  sirs,  that  it  is  rather  unfortunate,  the  wide  latitude 
granted  to  the  States  by  the  Wagner-Lewis  Act,  which  makes  no 
provision  whatever  for  workers  moving  across  State  lines.  I  think 
at  the  beginning  I  referred  to  that.  A  worker  may  move  from  a 
2-percent  Wisconsin  plan  to  a  4-  or  5-percent  Ohio  or  Michigan  plan 
and  could  not,  as  far  as  I  see,  transfer  his  benefits.  Of  course  the 
problem  of  caring  for  interstate-commerce  workers  in  the  railroads  is 
of  course  a  separate  Federal  problem. 

Senator  Costigan.  Have  you  any  suggestions  for  correction  of  that 
feature  of  the  proposed  legislation? 

Mr.  Tyson.  Yes,  sir;  my  suggestion  would  go  back  to  my  initial 
point  that  if  possible  the  tax  be  levied  separately;  payments  and 
standards  set  independently. 

Senator  Costigan.  It  would  certainly  be  undesirable  to  compel 
workers  to  reside  where  thej^  now  reside,  would  it  not? 

Mr.  Tyson.  Yes;  and  a  good  reserve  plan  would  have  the  tendency 
to  deter  the  mobility  of  labor  seeking  a  better  opportunity  for  em- 
ployment. 

I  should  like  also  to  point  out  that  this  is  unfortunate  from  the 
employers'  point  of  view.  The  employer  ma}^  pay  under  this  law  a 
3-percent  Federal  excise  tax  and  yet  may  be  asked  in  a  meager  inad- 
equate State  measure  to  pay  only  1  or  2  percent,  in  which  case  he 
loses  the  advantage  that  might  accrue  from  full  offset  of  the  tax  into 
the  State  insurance  fund,  and  by  the  same  token  the  interest-paid 
argument  would  again  weigh,  which  I  believe  this  bill  was  designed 
to  overcome  and  eliminate,  and  in  encouraging  the  employers'  interest 
in  supporting  the  passage  of  such  unemployment  compensation  laws 
in  the  States. 
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Finally  I  should  like  to  stress  the  fact  that  unemployment  insurance 
is  widely  misunderstood.  It  is  not  a  means  of  stabilizing  or  reforming 
our  present  economic  system.  I  would  call  it  as  Dr.  Leiserson  first  I 
think,  a  "first  line  of  defense"  against  this  inevitable  hazard  of 
modern  life.  Again,  we  believe  in  the  light  of  the  British  experience 
and  the  German  experience  and  in  fact  the  experience  of  all  civilized 
industrial  countries  of  the  world,  take  care  of  continuing  seasonal  and 
technological  unemployment.  More  than  that,  if  the  reserves  are 
adequate,  it  can  also  mitigate  the  cost  of  cyclical  or  seasonal  unem- 
ployment. 

I  think  the  British  testimony  is  convincing.  You  provably  have 
testimony  to  that  effect  already.  If  you  move  surplus  funds  from  the 
peak  of  prospertity  to  the  trough,  a  reservoir  of  purchasing  power  is 
secured. 

In  the  Ohio  figures  I  think  roughly  $150,000,000  would  have  been 
available  had  the  law  been  enacted  with  3  percent  reserves,  2  percent 
from  the  employer  and  1  percent  from  the  eniplo3^ee,  in  1923,  after 
the  depression  of  1921,  wliich  would  have  carried  the  fund,  on  the 
basis  of  the  benefits  designated,  16  weeks  with  the  payment  of  the 
maximum  of  $15  a  week,  or  $240  to  mid-1932.  The  actuary  of  the 
Ohio  Commission  estimated  that  with  another  percent,  had  the 
workers'  participation  been  2  percent,  it  would  have  carried  the  fund 
through  1932. 

I  need  not  tell  you  that  the  taxpayers  of  Ohio,  like  those  of  Pennysl- 
vania,  have  been  severely  burdened  to  meet  the  relief  needs  in  the 
daily  provision  for  our  vast  number  of  unemployed  workers  during 
the  depression.  If  the  unemployment  problem  is  largely  a  community 
problem,  a  Nation-wide  problem,  it  seems  to  me,  with  all  due  regard 
to  conserving  to  the  fullest  extent  the  rights  of  the  States  under  our 
system,  in  the  light  of  the  past  experi]nentation,  with  Federal  stimida- 
tion,  Federal  standards,  setting  up  Federal  aid,  it  might  be  well  to 
consider  strengthening  some  of  the  sections  of  the  present  measure  to 
provide  for  adequate  assistance,  or  to  stimulate  the  States  to  provide 
more  adequate  assistance  and  to  put  in  certain  standards. 

Senator  Costigan.  Is  it  your  theory  that  a  national  administration 
would  have  a  substantial  advantage  over  a  State  or  local  administra- 
tion? 

Mr.  Tyson.  It  does  logically.  Senator.  I  would  say  that  it  would  be 
well,  m  handling  the  macliinery  and  administration  of  this  institution 
of  unemployment  insurance,  to  adopt  a  national  system. 

Mr.  Gerard  Sw^ope,  the  president  of  the  General  Electric  Co.,  in 
his  Stabilization  of  Industry,  and  in  subsequent  addresses  before 
the  National  Electrical  Manufacturers'  Association,  said  that 
we  are  living  m  an  economic  society  whose  market  is  Nation-wide 
the  invested  capital  for  the  industry  is  extended  from  coast  to  coast, 
and  he  has  argued  very  trenchantly  for  the  national  system  of  unem- 
ployment insurance,  and  Mr.  Steward  has  argued  trenchantly  for  the 
national  unemployment  system.  I  might  say  that  my  25  years'  experi- 
ence in  working  in  the  States  and  a  little  in  Washington  has  convinced 
me  that  we  should  continue  to  support  the  Federal  system. 

The  crux  of  this  matter  is  administration.  With  good  administra- 
tion a  State  may  secure  fine  results  from  even  a  poor  law.  I  regard 
the  Wisconsin  law  as  poor  and  adequate.  A  poor  administration  will 
impair  the  operation  of  the  best  law,     I  would  rather  move  slow,  Sena- 
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tor,  in  regard  to  this  matter  and  set  up  our  administrative  machinery 
effectively  so  that  waste  and  excessiv^e  burdens  on  the  insurance  phases 
of  tins  problem  may  be  eliminated. 

I  call  3"our  attention  to  the  fact  that  the  effective  operation  of  a 
Federal-State  system  of  unemployment  offices — labor  exchanges,  as 
the  British  call  them — will  be  absolutely  essential  in  the  States  and 
nationally,  to  the  effective  administration  of  unemployment 'compen- 
sation. 

Now,  we  have  made  a  start,  a  real  beginning  on  it,  under  the 
Wagner-Peyser  Act.  In  Pennsylvania,  Senator  Guffey  knows  that 
our  new  secretary  of  labor  and  industry,  Mr.  Jones,  is  tremendously 
interested.  We  had  a  meeting  of  the  advisory  council  of  our  Pitts- 
burgh oflice,  with  representatives  of  employers  and  labor  leaders  and 
considered  this  very  matter  to  continue  to  raise  the  standards  of 
administration. 

This  country  serves  vast  and  diverse  interests  and  it  seems  to  me 
we  will  have  to  make  haste  slowly,  set  standards  of  administration, 
and  work  out  the  most  constructive  State  measures,  and  then,  sir, 
with  the  aid  and  leadership  of  the  Federal  Government  attempt  to 
extend  those  effective  standards.  But  I  do  think,  sir,  in  considering 
the  adjustment  of  the  unemplojmient  compensation  titles  of  this  bill, 
you  miglit  very  well  strengthen  the  hand  of  the  Federal  Government 
in  guiding  these  States,  not  in  coercing  or  embarrassing  them. 

The  Chairman.  Thank  you  very  much.  If  there  is  any  statement 
which  you  want  to  incorporate  in  the  record,  you  may  give  it  to  the 
clerk.     Air.  Alurra}"  Latimer. 

STATEMENT  OF  MURRAY  LATIMER,  WASHINGTON,  D.  C,  CHAIR- 
MAN, RAILROAD  RETIREMENT  BOARD 

Mr.  Latimer.  My  name  is  Murray  Latimer,  Washington,  D.  C. 
I  am  chairman  of  the  Railroad  Retirement  Board. 

The  Chairman.  Were  you  on  the  technical  board  of  the  Economic 
Security  Committee? 

Mr.  Latimer.  Yes;  I  was  chairman  of  the  technical  board's  sub- 
committee on  old-age  securitj". 

Mr.  Chairman  and  gentlemen:  I  have  a  statement  here  which  is 
too  long  to  read  so  I  should  like  to  add  it  in  the  record,  in  addition 
to  my  oral  statement. 

The  Chairman.  The  statement  may  go  in  the  record  and  then  you 
can  elaborate  it  with  an}'"  additional  statement  you  wish  to  make. 

Mr.  Latimer.  I  should  like  to  discuss  rather  brieily  four  points, 
confining  myself  entirely  to  the  old-age  security  provisions  of  this 
bill.  I  do  not  think  it  can  be  overemphasized  that  the  old-age  assist- 
ance laws,  which  are  to  be  created  and  strengthened  under  the  stimulus 
of  title  I  of  this  act,  are  not  and  will  not  be  a  permanent  solution  of 
the  problem  of  old-age  dependency  in  this  country.  There  have  been 
a  great  many  statements  here  about  cost  estimates  which  have  been 
presented,  which  show  what  the  cost  will  be  next  year,  and  in  1980, 
all  of  which  are  guesses,  and  some  of  which  I  am  responsible  for. 

The  Chairman.  Wliat  is  your  best  guess  now? 

Mr.  Latimer.  Of  course  a  guess  right  now  would  be  based  on  factors 
involving  political  judgments  as  to  how  fast  States  will  pass  these 
laws  under  the  stimulus  of  the  50-percent  subsidy.     I  am  not  a  judge 
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of  political  situations.  In  order  to  do  that  one  would  have  to  know 
something  about  conditions  in  each  State,  which  I  do  not. 

The  Chairman.  You  know  something  about  the  State  of  Missis- 
sippi? 

Mr.  Latimer.  Yes,  sir;  I  do. 

The  Chairman.  On  the  65-year  proposition,  about  what  would  be 
the  cost,  and  how  would  it  go  up,  and  so  forth,  if  they  should  pass  a 
law  such  as  is  contemplated?  There  are  about  77,000  who  are  over 
65  years  of  age,  is  not  that  right? 

Mr.  Latimer.  I  think  that  was  in  1930.  I  should  judge  now,  if 
the  number  of  persons  who  are  over  65  years  of  age  has  increased  in 
equal  ratio  with  the  number  who  are  65  years  of  age  and  over  in  the 
country  as  a  whole,  there  would  be  something  like  87,000.  According 
to  the  census  of  October  1934,  taken  by  the  Federal  Emergency  Relief 
Administration,  there  are  some  12,700  persons  65  years  of  age  and  over 
on  relief.  No  census  has  been  taken  since,  but  we  have  estimated 
what  that  number  would  have  changed  to  if  the  number  of  persons 
65  and  over  had  changed  in  the  same  ratio  as  the  number  of  single- 
person  families  ■  n  relief.  That,  after  discussing  it  with  members  of 
the  Relief  Administration,  we  thought  was  probably  the  best  index  of 
increase  in  the  number  of  persons  65  and  over  on  relief.  That  figure 
now,  which  I  believe  was  filed  with  this  committee  last  week  (at  any 
rate  it  w\as  published  in  the  New  York  Times  on  Sunday),  was  14,200. 
Now  it  is  extremely  difficult  to  say  what  the  level  of  relief  in  the 
State  of  Mississippi  would  be. 

The  Chairman.  If  you  figure  $15  from  the  Government,  donated 
by  the  Government,  and  $15  from  the  State. 

Mr.  Latimer.  Senator,  under  existing  circumstances  I  cannot  see 
at  all  that  it  is  likely  that  the  level  of  old-age  assistance  in  Mississippi 
would  be  $30  a  month,  on  the  average. 

The  Chairman.  Why? 

Mr.  Latimer.  A  great  manj^  of  the  people  over  65  years  of  age, 
perhaps  most  of  them,  have  small  farms,  small  homes,  a  chicken  yard, 
a  cow — they  have  no  money  income  but  nevertheless  they  have  some 
sort  of  subsistence.  I  have  been  told  recently,  and  I  know  from  some 
personal  knowledge,  that  in  this  depression  there  has  been  a  substan- 
tial increase  in  this  subsistence  farming,  on  a  small  scale.  The  allow- 
ance of  $30  a  month  would  be  a  comparatively  high  allowance  for  these 
people.  As  far  as  food,  shelter,  and  such  basic  necessities  are  con- 
cerned, the  State  is  somewhat  better  off  than  it  has  been  for  a  good 
while. 

The  Chairman.  With  your  knowledge  of  the  situation,  in  a  State 
like  that,  which  is  maybe  somewhat  similar  to  Georgia  and  other 
States  in  the  South,  what  would  you  think  the  State  should  put  up 
in  order  to  provide  such  sums  as  would  fall  within  the  meaning  of 
''compatible  with  health  and  decenc^^"? 

Mr.  Latimer.  I  should  hazard  the  guess  that  even  with  some 
increase,  and  I  think  this  law  would  increase  the  numbers  who  would 
qualify  for  assistance  as  compared  with  the  number  of  persons  w^ho 
are  65  years  of  age  and  over  on  relief,  Mississippi  initially  would  not 
spend  more  than  $3,000,000  a  year  in  a  total  amount.  I  doubt 
whether  it  would  do  that  much. 

The  Chairman.  That  is  Federal  assistance? 

Mr.  Latimer.  That  is  both. 
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Senator  George.  State  and  Federal? 

Mr.  Latimer.  State  and  Federal. 

Senator  Clark.  If  the  Federal  Relief  Administrator  under  this 
act  would  take  a  notion  that  it  required  $40  a  month  for  the  lowest 
standard  of  subsistence,  compatible  with  health  and  decency,  the 
State  of  Mississippi  would  have  to  contribute  $25  a  person  and  it 
would  not  be  able  to  create  a  fund  out  of  which  to  pay  that  amount;, 
isn't  that  true? 

Mr.  Latimer.  If  the  Federal  Relief  Administrator  took  such  a 
notion,  which  seems  to  me  is  inconceivable. 

Senator  Clark.  The  entire  administration  of  this  act  is  under  the- 
Federal  Relief  Administrator. 

Mr.  Latimer.  The  standard  of  health  and  decency  has  some 
relationship  to  the  current  custom,  it  is  not  a  fixed  and  arbitrary 
standard.  I  think  the  State  would  still  have  a  good  deal  to  way 
about  it. 

Senator  Clark.  The  reason  I  asked  that  question,  it  has  been 
testified  b}^  the  author  of  the  bill.  Senator  Wagner,  that  according  to 
the  figures  at  his  disposal  that  $40  a  month  was  a  minimum. 

Mr.  Latimer.  Of  course  I  cannot  speak  for  the  Senator,  but  I 
think  that  would  not  apply  to  Mississippi;  $40,  I  grant  you,  would 
be  desirable.  It  would  raise  the  standards  of  persons  over  65  j^ears 
of  age  in  the  State  of  Mississippi,  immeasurably,  but  I  do  not  tliink 
it  would  be  done.  I  shall  not  comment  on  whether  it  is  desirable 
or  not,  it  will  not  be  done  and  it  cannot  be  done,  in  the  present 
financial  circumstances  that  exist  in  the  State  of  Mississippi, 

Senator  Couzexs.  Do  you  believe  there  should  be  some  agency  of 
review,  some  court  or  something,  set  up  against  the  arbitrary  ruling 
by  the  Government  agency? 

Mr.  Latimer.  I  should  suppose  the  State  would  always  have  the 
option  of  suing  for  a  writ  of  mandamus  in  court. 

Senator  Couzens.  I  think  it  should  be  provided,  if  we  are  going 
to  retain  it  in  the  bill  at  all. 

The  Chairman.  Let  me  ask  you,  Mr.  Latimer.  This  provides,  of 
course,  that  the  State  should  put  up  an  equal  amount  to  the  amount 
put  up  by  the  Federal  Government,  and  the  Federal  Government 
putting  up  $15.  You  could  not  take  every  individual  case,  you 
would  have  to  take  the  average  of  the  number  of  persons  in  the  State, 
would  not  you,  in  order  to  determine  the  amount  required  for  a 
standard  which  is  compatible  with  health  and  decency? 

Mr.  Latimer.  Yes;  except  you  would  count  the  person  receiving 
in  excess  of  $30  a  month  as  receiving  $30.  There  would  have  to  be 
some  segregation  of  those  in  order  to  calculate  the  amount  of  sub- 
sidy due. 

The  Chairaiax.  You  think  that  under  the  law  you  would  have 
authority  to  look  into  individual  cases  then? 

Mr.  Latimer.  I  think  so;  j^es,  sir. 

The  Chaiicmax.  Do  you  think  it  is  advisable  to  write  into  the  bill 
that  the  average  should  be  taken,  and  so  forth? 

Mr.  Lati.mkr.  That  would  aid  a  good  deal;  yes  sir. 

Tlw^  Chairman.  Do  you  see  any  objection  to  that? 

Mr.  Latimer.  It  would  increase  the  cost  somewhat  to  tlie Federal 
Government;  for  this  reason,  that  in  New  York,  as  1  remember,  the 
average  is  $22. If).     Xow  there  are  som.e  cases  in  tie  cit'^  of  New 
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York  in  which  the  amount  is  in  excess  of  $30,  and  that  is  true  perhaps 
of  some  of  the  other  cities,  and  if  those  are  counted  as  $30  the  average 
would  necessarily  fall  below  $22.16.  So  the  Federal  Government 
would  put  up  something  less  than  one-half  of  $22.16  on  the  average. 
How  much  the  reduction  would  be  I  have  no  way  of  knowing,  because 
I  do  not  believe  any  detailed  frequency  distribution  of  amounts  of 
monthly  assistants  have  been  published. 

The  Chairman.  You  have  given  a  great  deal  of  study  to  this  propo- 
sition. What  do  you  think  of  the  suggestion,  which  was  made 
by  someone,  that  this  tax  is  levied  on  the  citizens  of  every  State,  on 
the  employers  and  employees,  and  the  fund  is  created,  and  the 
amount  that  is  collected  in  one  State  for  instance,  that  has  not  passed 
this  law,  on  old-age  pensions,  that  it  go  into  a  matter  of  bookkeeping, 
that  it  be  earmarked,  if  you  want  to  call  it  that  way,  and  be  held 
there  to  be  utilized  by  the  State  when  and  if  it  passes  the  law? 

Mr.  Latimer.  Just  let  me  get  this  clear.     Are  you  referring  to  the 
tax  under  title  III  of  the  act? 
The  Chairman.  Yes. 

Mr.  Latimer.  Of  course  that  is  for  a  national  system  of  compulsorj" 
contributory  old-age  insurance,  which  is  supposed  to  supplant  these 
systems  of  State  old-age-subsistence  laws,  insofar  as  it  is  practical  to 
do  so  and  as  quickly  as  we  can.  Now  the  questions  which  you  have 
brought  out  here  this  morning  emphasize  the  very  thing  which  I 
started  out  to  discuss,  namely  that  the  assistance  laws  are  unsatis- 
factory for  solving  the  long  range  problem  and  we  want  to  get  rid 
of  them  as  quickly  as  possible. 

The  Chairman.  Some  question  has  been  raised  that  if  some  States 
do  not  pass  that  law,  the  citizens  of  those  States  are  taxed  that  amount 
and  the  people  of  other  States  may  be  getting  the  benefit  of  it. 

Mr.  Latimer.  They  may  be  taxed  for  the  general  revenues  of  the 
Federal  Government.  There  is  no  specific  revenue,  under  the  pro- 
posed Federal  law,  from  which  the  Government  makes  grants  to  the 
State  as  subsidies  for  old-age  assistance.  The  taxes  in  title  III  are 
not  levied  to  provide  a  fund  from  which  the  old-age-assistance  subsidies 
may  be  paid.  It  may  be  that  in  a  fiscal  emergency  of  the  Government 
some  borrowings  may  be  made  on  the  general  security  of  the  Federal 
Government  from  the  old-age-insurance  fund.  It  ma}^  be  inexpedient 
temporarily  to  raise  the  old-age-assistance  grants  through  taxes.  The 
old-age  fund  is  to  be  invested  in  Government  securities.  These  may 
be  acquired  from  the  public  or  from  institutions — banks,  insurance 
companies,  and  so  on — or  the  fund  may  absorb  directly  additional 
indebtedness  which  the  Government  has  created.  But  in  any  event 
there  will  not  be  an  outright  gift.  Investments  will  take  the  form  of 
a  note  of  the  Federal  Government,  or  a  bond  or  a  guaranteed  obliga- 
tion, which  will  draw  interest.  Technically,  and  I  hope  actually,  there 
will  be  a  complete  distinction  between  the  operation  of  these  two 
systems  of  old-age  security. 

Of  course  all  these  questions  that  you  have  raised  emphasize  one 
aspect  of  the  unsatisfactory  nature  of  the  old-age-assistance  laws; 
namely,  that  individual  States  are  not  able  financially  to  give  ade- 
quate support  to  them,  that  the  Federal  Government  must  come  in 
if  they  are  to  be  at  all  successful  and  at  all  workable,  and  if  the  Fed- 
eral Government  does  come  in,  it  can  legitimately,  and  should,  attempt 
to  set  some  standards  in  order  that  greater  security  ma}^  be  given  to 
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the  aged  group  in  this  country.  By  setting  those  standards  it  may 
have  some  trouble  with  individual  States,  there,  is po  use  denying  that 
fact,  which  will,  for  some  reason  or  other,  wish  to  croh'tesi  the  standards 
set  by  the  Federal  Government.  I  think,  with'areasonable  adminis- 
tration, these  difficulties  will  be  overcome.,     ^''''^'''^,  '■ 

It  is  of  course  to  be  hoped  that  the  stahdard^'bl  life  In  the  aged 
group  may  be  increased.  If  the  maximum  elfectivencsS  of  old-age 
security  cannot  be  reached  under  these  laws  it  iriust  be  supplanted  by 
this  further  system.  '  ' 

Of  course  there  are  certain  other  troubles  which  we  have  with  these 
old-age-assistance  laws;  one  of  which  will  be  the  decided  increase  in 
cost.  Just  how  rapidh^  that  cost  is  going  to  increase  nobody  knows, 
but  it  is  bound  to  increase,  I  think,  and  we  can  be  certain  from  a 
number  of  factors  which  are  already  in  existence. 

First,  we  know  that  unless  something  cataclysmic  happens  to  the 
death  rate  in  this  country,  the  number  of  the  population  in  the  g;oup 
65  and  over  is  going  to  increase  very  rapidly.  We  know  that  the  em- 
ployment opportunities  are  declining  for  older  persons.  That 
decline  seems  to  have  been  a  little  less  rapid  in  the  period  1920  to 
1930  than  it  was  from  1900  to  1920,  but  it  has  probably  set  in  again, 
due  to  the  depression  influences  which  have  been  so  overpowering  and 
so  dominant  in  the  last  few  j^ears. 

There  are  also  declining  employment  opportunities  for  persons  in 
the  middle-age  group.  That  was  beginning  to  be  a  fairly  serious 
problem  in  the  twenties.  With  so  many  out  of  employment  now  and 
with  still  further  progress  in  industrial  teclmic  it  will  be  a  much 
more  serious  problem  in  the  future.  Such  savings  as  persons  in  the 
middle  and  working  classes  had,  have  largely  been  lost  in  this  de- 
pression. All  these  factors  are  going  to  put  a  burden  on  the  genera- 
tion that  is  now  young,  even  greater  than  it  has  had  in  the  past,  so 
that  their  own  old-age  dependency  ratio  is  likely  to  be  affected. 

There  seems  to  have  been  some  confusion  about  the  Economic 
Security  Committee's  report  wdiich  states,  on  the  one  hand,  that 
50  percent  of  the  population  65  years  of  age  and  over  is  dependent, 
and  estimating,  on  the  other  hand,  that  only  15  percent  would 
qualify  for  old-age  assistance  initiallj^  under  these  laws.  Of  course 
the  difference  is  accounted  for  by  the  fact  that  a  considerable  percent- 
age of  these  persons  65  years  and  over  is  dependent  and  will  continue 
to  be  dependent  on  their  children. 

If  there  is  to  be,  as  there  almost  certainly  will  be,  this  great  growth 
in  the  number  of  persons  qualif3^iiig  for  assistance  it  is  extremely 
doubtful  whether  a  means  test  will  be  any  deterrent  at  all.  The  old- 
age  assistance  will,  in  the  absence  of  any  other  assistance,  become  the 
customary  thing  and  we  will  have  an  increase  in  the  qualification 
ratio  wliich  will  probably  be  out  of  line  with  the  increase  in  the 
dependency  ratio.  That  does  not  say  that  there  will  be  any  subter- 
fuge or  anj^  deliberate  act  calculated  to  increase  the  possibility  of 
qualifying  for  the  assistance,  but  nevertheless  there  will  be  an  increase. 

I  think  we  are,  therefore,  forced  to  the  conclusion  that  some  further 
system  is  necessary  if  the  aged  group  is  to  have  the  security  which  it 
demands. 

Passing  on  to  the  system  of  old-age  insurance  I  should  like  to 
discuss,  briefly,  three  major  points:  The  benefits,  how  to  get  started, 
and  the  matter  of  who  pays  for  the  cost.     I  think  we  can  say  that  it 
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will  be  impossible, e^ec lively  to  start  a  system  of  old-age  iasurance  if 
the  only  benefits  which  were  paid  were  those  which  were  provided, 
on  an  actuarial  Basis  ifi  the  technical  insurance  sense,  by  the  con- 
tributions of  tlie  group  receiving  the  annuities  with,  say,  equal 
amounts  paijd  by  their. emplo^^ers. 

The  cost  of  annuities  rises  rather  rapidly  with  age.  Persons  who 
are  now  60,  would  have  to  contribute  approximately  25  percent  of 
their  p&j,  6r  with  the  aid  of  their  employers,  over  the  period  of  5 
years,  if  they  are  to  receive  even  as  little  as  15  percent  of  their  wage 
as  annuity  beginning  at  65.  It  is  utterly  inconceivable  that  any 
such  large  portion  of  the  aged  group's  wages  could  be  set  aside  to 
provide  that  benefit. 

It  has  been  suggested  that  these  benefits  might  start  off  on  an 
earned  basis,  with  some  subsidy  under  the  old-age  assistance  laws. 
That,  it  seems  to  me,  would  involve  very  considerable  difficulty, 
because  there  would  inevitably  be  a  comparison  between  persons  who 
receive  assistance  and  those  who  do  not,  both  of  whom  have  contrib- 
uted, and  dissatisfaction  with  the  workings  of  such  a  plan  w^ould,  it 
seems  to  me,  be  quite  intense. 

Now  those  large  benefits  are  needed.  First  of  all  they  are  needed 
in  order  to  induce  a  good  many  of  the  people  who  are  65  and  over 
and  who  are  looking  for  a  job,  even  though  the  chances  of  their 
finding  one  is  rather  small,  to  withdraw  from  the  labor  market. 
Such  withdrawal  would  have  a  very  definite,  perhaps  not  tangible, 
but  quite  definite  effect  on  the  wage  rates.  Trade  unions  have 
established  a  number  of  systems  for  the  support  of  their  aged  members. 
This  has  involved  a  heavy  cost  with  the  result  that  they  have  had  to 
maintain  dues  at  a  high  level,  some  of  them  extremely  high.  Taking 
this  load  off  the  trade  unions  would  enable  dues  to  be  lowered  in 
many  cases,  which  would  assist  the  legitimate  trade  unions  organizing 
their  legitimate  field. 

There  are  moreover  a  number  of  industrial  companies  whose  level 
of  productive  efficiency  has  been  and  is  being  reduced  by  the  fact 
that  they  have  a  number  of  old  men  whom  they  would  like  to  retire 
but  cannot,  on  account  of  pubhc  pressure,  and  at  the  same  time  they 
have  not  sufficient  funds  available  to  start  a  pension  system. 

I  should  like  to  say  that  I  have  been  connected,  in  one  way  or 
another,  with  a  number  of  corporation  pension  plans.  I  have  never 
yet  been  connected  with  one  which  would  even  think  of  starting  oflP 
a  plan  with  only  15  percent  annuity.  Initial  annuities  averaging 
twice  that  high  are  considered  low.  In  the  great  majority  of  plans 
the  employer  assumes  some  cost  in  respect  of  service  prior  to  the 
date  of  the  plan  in  order  that  reasonably  adequate  benefits  may  be 
paid  from  the  start,  otherwise  the  employees  will  not  accept  the  plan. 

The  very  important  factor  here  is  that  if  a  contributory  system  is 
to  be  started  it  will  be  collecting  the  contributions  from  employees  at 
very  young  ages  whose  worries  about  their  old  age  haven't  begun  and 
to  whom  the  spectre  of  dependency  in  old  age  is  rather  remote. 
What  they  think  of  their  contributions  as  buying  is  not  only  an 
annuity  for  themselves  but  also  as  enabling  the  employer  to  pay  a 
benefit,  which  will  remove  aged  persons  from  the  pay  roll  giving  the 
younger  employees  a  chance  to  be  promoted,  and  making  possible 
reabsorption  of  a  certain  number  of  those  unemployed.     The  process 
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will  make  for  some  orderly  and  regular  absorption  of  persons  who  have 
not  yet  been  in  industry  at  all. 

The  Railroad  Retirement  Act  experience  in  this  connection,  it  seems 
to  me,  is  significant.  We  have  had  almost  no  complaint  whatever, 
although  some  was  anticipated,  about  the  fact  that  all  classes  of 
employees  were  to  contribute  2  percent  of  their  pay.  The  fact  that 
there  are  in  the  railroad  industry  some  4  or  5  percent  of  persons  65 
years  of  age  or  over,  and  a  good  many  others  who  are  eligible  to 
retirement,  running  up  to  10  percent  of  the  total,  is,  in  the  minds  of 
the  young,  efficient  men,  a  sufficient  inducement  to  contribute,  if  it 
would  get  the  older  people  out  of  the  way.  The  younger  worker  is 
not  going  to  be  willing  to  contribute  any  substantial  amount  unless, 
rather  quickl}^,  there  would  be  some  removal  of  the  older  persons 
from  employment.  It  is  not  necessarj^  to  go  to  the  fantastic  lengths 
of  the  Townsend  plan  to  get  the  stimulus  for  that  removal. 

The  benefits  initially  provided  under  this  act,  of  course,  are  very 
considerably  lower  than  they  are  under  the  Railroad  Retirement  Act, 

The  Chairman.  When  was  the  Railroad  Retirement  Act  passed? 

Mr.  Latimer.  It  was  signed  by  the  President  on  June  27,  1934. 
It  was  passed  in  the  last  session  of  Congress  and  on  the  last  day  or 
two  of  the  session,  as  I  remember  it. 

The  Chairman.  That  matter  now  is  before  the  Supreme  Court, 
is  that  right? 

Mr.  Latimer.  Yes,  sir;  it  is  on  the  docket  for  hearing,  on  the  5th  of 
March.  The  act  was  declared  unconstitutional  by  the  Supreme 
Court  of  the  District  of  Columbia  and  an  injunction  was  entered 
the  Board  prohibiting  it  from  putting  the  act  in  operation. 

The  Chairman.  Let  me  ask  you  about  this  Railway  Retirement 
Act.     Does  that  apply  to  all  railway  employees? 

Mr.  Latimer.  Yes,  sir;  and  certain  others,  like  the  express  com- 
pany, the  Pullman  Co.,  and  so  forth. 

Senator  George.  The  carriers? 

Mr.  Latimer.  Yes. 

The  Chairman.  And  it  provided  for  a  contribution  by  the  em- 
ployee of  2  percent? 

Mr.  Latimer.  The  initial  contribution  was  2  percent  by  the 
employees  and  4  percent  by  the  carriers. 

The  Chairman.  The  carriers  had  to  put  up  how  much? 

Mr.  Latimer.  Four  percent.  They  put  up  twice  as  much  as  the 
employees.  The  employees  contributed  2  percent  to  a  maximum 
of  $6  a  month. 

The  Chairman.  All  lignt. 

Mr.  Latimer.  The  question  might  be  raised  as  to  why  the  level  of 
benefits  under  this  particular  act,  under  this  bill,  is  lower  than  that 
provided  under  the  Railroad  Retirement  Act.  The  Railroad  Retire- 
ment Act  provides  for  benefits  which  are  measured  in  part,  by  the 
service  prior  to  the  effective  date  of  this  act.  We  have  estimated 
that  the  initial  benefit  would  be  somewhere  in  the  neighborhood  of 
$950  a  year,  which  is  payable  immediately  in  the  absence  of  any 
litigation  it  would  have  begun  on  February  1,  of  this  year. 

Senator  Costigan.  Is  the  constitutionality  of  the  Railroad  Retire- 
ment Act  before  the  Supreme  Court? 

Mr.  Latimer.  Yes,  sir.  The  hearing  is  now  set  for  March  5.  So 
that  on  the  average  the  initial  annuities  under  the  Railroad  Retire- 
ment Act  would  be  perhaps  a  little  in  excess  of  50  percent  of  the 
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'  Lirrent  wage  level  of  the  people  retired  on  the  railroads.  It  is  much 
in  excess  of  50  percent  of  the  average  compensation  of  railroad  em- 
ployees, which  was  not  much  more  than  $1,200  in  1933. 

The  Chairman.  Did  the  Government  start  the  fund  off  with  any 
amount? 

Mr.  Latimer.  No,  sir;  there  is  no  Government  contribution ;. 
other  than  the  fact  that  w^e  receive  the  privilege  of  franking  mail 
and  services  from  the  Department  of  Justice,  and  the  Treasury  and 
other  Government  offices  without  cost.  The  Board  is  given  the 
power  to  adjust  the  rate  of  contribution  so  as  to  provide  for  the 
benefits  which  the  act  calls  for.  It  cannot,  however,  change  the  ratio' 
of  contributions,  one-third  from  employees  and  two-thirds  from 
the  carriers. 

Now  there  is  a  vital  difference  between  the  act  which  is  now  under 
discussion  and  the  Railroad  Retirement  Act.  The  main  purpose  of 
the  Railroad  Retirement  Act  is  to  promote  efficiency  and  safety  in  the 
national  transportation  system.  It  starts  with  the  premise  that  the 
creation  of  the  Railroad  Retirement  Act  will  promote  efficiency  and 
safety  in  the  national  transportation  system. 

The  Chairman.  Does  it  compel  retirement  at  the  age  of  65? 

Mr.  Latimer.  Yes,  sir.  It  starts  off  with  the  promise  that  a 
person  in  the  transportation  system  who  is  65  years  of  age  or  over  is  a 
menace  to  the  public  safety  and  a  handicap  to  the  national  transpor- 
tation system.  It  therefore  compels  the  retirement  of  everybody  65 
years  of  age  or  over.  However,  by  mutual  consent  of  the  Railroad- 
Retirement  Board  the  time  may  be  extended  to  70,  but  not  beyond. 
70.  That  provision  does  not  apply  to  executives  during  the  first  5 
years  of  the  act,  but  5  5^ears  after  the  initiation  of  the  act  there  can 
be  no  person  in  the  service  of  any  character  who  is  more  than  70  years- 
of  age. 

The  Chairman.  Tell  us  about  the  Civil  Service  Retirement  Act- 
That  is  voluntary,  as  I  understajid  it? 

Mr.  Latimer.  No,  sir;  that  is  not  voluntary.  The  employees- 
in  the  civil  service,  with  the  exception  of  those  of  the  Railroad  Retire- 
ment Board,  who  are  covered  by  the  railroad  retirement  system  must 
contribute;  membership  is  not  voluntary,  I  think  there  are  also  some 
civil-service  employees  who  are  covered  by  the  Panama  Railroad 
System. 

The  Chairman.  What  is  the  percentage  that  they  are  required  tO' 
put  up? 

Mr.  Latimer.  They  are  required  to  contribute  3K  percent,  but  in. 
the  event  of  withdrawal  the  employee  receives  back  his  contribution  of 
3%  percent,  less  $1  a  month,  with  interest.  They  lose  a  dollar  per 
month. 

The  Chairman.  In  other  words  it  raises  the  whole  fund? 

Mr.  Latimer.  No,  sir.  The  contribution  by  the  Federal  Govern- 
ment was  supposed  to  cover  the  service  which  was  credited  prior  to 
the  date  that  act  was  initiated,  which  was  back  in  1920.  The  service 
period  before  1920  was  used  in  calculating  the  amount  of  annuity 
which  an  employee  would  receive.  Let  us  say,  as  the  act  now  stands, 
as  amended  in  1929,  the  annuity  provided  by  the  Government  is 
$30  a  year  for  each  year  of  service,  to  a  maximum  of  30.  Now  an 
employee  who  retired  in  1930  and  who  began  in  1900  would  calculate 
that  part  of  his  annuity  provided  by  the  Government  by  using  20i 
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years  prior  to  the  effective  date  of  that  act  in  1920,  and  10  years 
after  1920.  Tvvo-tliirds  of  the  Government  annuity  in  that  case 
is  based  on  prior  service;  and  the  cost  was  to  be  paid  bj^  the 
Government. 

The  Chairman.  What  about  the  retirement? 

Mr.  Latimer.  Tliey  are  retired  at  70.  I  think  in  some  classes  of 
ser\dce  the  retirement  age  is  62,  and  in  others  it  is  65,  and  in  still  other 
classes  the  compulsory  retirement  age  is  70.  There  was  some  excep-, 
tion  to  that  before  the  enactment  of  the  act  of  1932.  As  I  understand 
it  the  Economy  Act  of  1932,  practically  forced  out  of  Government 
service  the  persons  who  were  70  years  of  age  or  over. 

Senator  George.  And  who  had  had  a  certain  length  of  service? 

^Ir.  Latimer.  Yes;  who  had  a  certain  length  of  service,  I  believe 
it  was  20  years  of  service,  or  some  such  period,  or  perhaps  it  was  10, 
I  am  not  sure  of  those  figures  offhand,  in  order  to  qualify  for  an 
annuity  under  the  act. 

There  is  one  point  further  there.  There  are  some  resemblances 
between  the  Civil  Service  Retirement  Act  method  of  financing  and  the 
method  financing  in  Senate  bill  1130  as  it  now  stands.  Of  course 
when  you  start  off  a  pension  system  there  are  relatively  few  persons 
as  compared  with  the  total  number  of  employees  who  are  in  the  upper 
age  groups.  There  were  perhaps  five  or  six  thousand,  as  I  remember, 
over  70  years  when  the  Civil  Service  Retirement  Act  was  begun. 
Obviously  the  cost  of  paying  the  annuities  in  that  year  was  rather 
small.  The  employees  of  the  Government  were  pajdng  in  Sji  per- 
cent, and  in  event  of  their  death  or  retirement  from  service  for  any 
cause,  they  were  to  be  refunded  their  money  with  4  percent  interest. 
The  amount  of  money  which  was  to  be  refunded  in  the  event  of  death 
or  ^v^thdraw^ll,  plus  the  annuit}'^  payments,  both  on  account  of 
reaching  the  normal  retirement  age  and  on  account  of  the  disability 
feature  were  very  much  less  than  the  Sji  percent  provided  oy  employee 
contributions  if  all  the  employees  died.  If  all  employees  died  or 
withdrew  from  service  obviously  there  would  be  no  money  left  in 
the  fund,  but  they  did  not.  Consequently  there  was  a  reserve 
accumulated  wliich  was  nominally  the  property  of  the  employees. 
There  is  some  disagreement  as  to  the  soundness  of  operating  what  is 
essentially  a  private  fund  of  this  sort  on  that  land  of  basis,  but  never- 
theless the  Government  could  and  did  borrow  money  from  the 
employees'  contribution  to  pay  annuities. 

Now,  as  a  consequence,  the  technical  liability  of  the  Government 
increased  by  leaps  and  bounds.  As  I  remember  now,  the  last  actu- 
arial investigation,  which  was  made  in  1930,  showed  that  the  Govern- 
ment contribution  would  be  required  to  put  the  plan  on  a  technically 
funded  basis  and  would  be  very  considerably  higher  than  3K  percent, 
which  was  being  contributed  by  the  employees. 

Senator  Couzens.  Have  you  the  actual  amount  of  that? 

Mr.  Latimer.  That  shows  in  the  report  of  the  Actuarial  Board, 
the  Government  Board  of  Actuaries,  consisting  of  Mr.  George  B. 
Buck,  Mr.  McLeod,  the  Government  Actuary,  and  Mr.  Brown,  who 
was  then  chief  of  the  Bureau  of  Efficiency,  as  of  June  30,  1930. 

Senator  Couzens.  You  do  not  have  it  with  you? 

Mr.  Latimer.  I  do  not  have  it  with  me.  1  cannot  recall  the 
figures  off-hand,  but  they  are  in  that  report. 
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Senator  George.  From  the  date  of  the  passage  of  the  Federal 
Employees  Retirement  Act  up  until  1929  the  contribution  was  only 
2K  percent,  I  think,  from  the  employees.  It  was  increased  at  the 
time  the  act  w^as  amended,  I  believe  it  was  in  1929,  to  3K  percent. 

Mr.  Latimer.  Yes;  I  was  speaking  of  the  Sji  percent. 

Senator  George.  There  was  a  considerable  technical  liability  of 
the  Government  at  the  time  of  the  amendment  to  that  act  in  1929, 
and  there  is  still  now,  technically.  I  believe  it  is  actually  set  up  on 
the  books. 

Mr.  Latimer.  It  shows  in  the  valuation;  yes,  sir. 

Senator  George.  There  was  a  considerable  liability  on  the  part 
of  the  Government. 

The  Chairman.  Do  you  know  approximately  what  it  is,  the  tech- 
nical liability? 

Senator  Couzens.  Something  over  $100,000,000,  isn't  it? 

Mr.  Latimer.  It  runs  into  the  hundreds  of  millions.  I  am  unwilling 
to  say  off-hand,  because  I  do  not  remember  the  figures.  I  could  very 
easily  get  that  for  your,  sir. 

The  Chairman.  I  think  you  can  get  it  and  supply  it  to  the  clerk. 

Mr,  Latimer.  Yes,  sir;  I  can  do  that.  That  is  as  of  June  30,  1930. 
There  is  now  under  way,  as  I  understand,  a  revaluation.  I  do  not 
know  whether  it  will  be  published  or  not,  but  I  know  last  summer 
there  were  further  amendments  under  this  economy  act  which  allow^ed 
employees  to  retire  at  68,  I  think  it  was,  rather  than  waiting  to  70. 
There  were  some  provisions,  which  I  do  not  remember  off-hand,  which 
had  the  effect  of  increasing  the  liability  of  the  Government. 

What  it  finally  came  to  I  do  not  know,  but  the  only  figure  which  I 
have  is  the  one  as  of  June  30,  1930.  I  presume  there  will  be  another 
valuation  published  as  of  June  30,  this  year. 

But  the  point  I  was  wanting  to  make  at  the  time  when  we  started 
on  this  other  discussion  is  that  because  of  the  necessity  for  forcing 
persons  out  of  the  service  of  railroads,  it  was  inevitable  and  impossible 
to  do  other  than  to  provide  an  amount,  a  very  considerable  amount  of 
annuity,  because  you  were  forcing  a  man  to  drop,  in  most  cases,  the 
only  possible  source  of  livelihood  he  had.  In  the  act  under  con- 
sideration, S.  1130,  there  is  no  such  forcing  out  of  employment,  on  the 
part  of  any  act  of  Congress,  at  any  rate,  so  that  it  is  reasonable  to  set, 
initially,  annuities  which  are  perhaps  somewhat  lower.  Whether 
the  relation  between  the  two  initially  is  reasonable  I  do  not  know,  it  is 
a  matter  of  judgment;  but  nevertheless  in  my  ovm.  judgment  the 
annuities  set  in  this  act  are  to  be  regarded  as  minima  amounts  rather 
than  maxima  for  the  purpose  which  the  system  is  supposed  to  accom- 
plish, namely,  the  protection  of  the  aged  group,  their  removal  from 
employment,  and  the  quick  supplanting  of  what  we  think  is  a  system 
which  would  be  unsatifactory  in  the  long  run. 

The  Chairman.  Mr.  Latimer,  yom-  statements  will  be  in  the  record. 
This  committee,  when  we  begin  to  get  in  executive  session  to  begin 
to  study  this  bill,  will  probably  want  you  to  stand  by  so  we  may  confer 
with  you,  because  you  have  all  this  data  at  hand.  Your  statement 
covers  the  point  pretty  fully. 

Mr.  Latimer.  There  are  two  points  which  my  statement  does  not 
cover.  I  have  been  following  the  hearing  here.  There  has  been  some 
emphasis  on  some  things,  which  have  not  been  cleared  up.    I  should 
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like  to  clarify  the  situation  and  I  should  like  to  cover  those  additional 
points. 

The  Chairman.  I  wish  j^ou  would  do  that. 

Mr.  Latimer.  If  you  would  Hke  to  have  me  appear  before  j^ou,  I 
will  be  in  Washington. 

The  Chairman.  I  thought  we  would  confer  with  you  when  we  get 
in  executive  session  on  this  proposition. 

Mr.  Latimer.  I  might  say  I  am  having  a  series  of  charts  prepared 
which,  so  far  as  the  actuarial  side  of  this  is  concerned,  attempts  to 
give  a  simpUfied  picture  of  the  matter.  I  know  this  is  a  rather  tech- 
nical subject.  I  have  had  experience  in  explaining  it  on  a  good  many 
occasions  and  I  find  that  some  sort  of  a  graphic  method  presentation 
serves  to  clear  up  some  points  which  might  otherwise  be  rather  hazy. 

The  Chairman.  I  wish  you  would  amplify  your  statements  and 
we  can  get  in  touch  with  you  when  we  finish  the  hearings. 

(Mr.  Latimer  subsequently  submitted  the  following;) 

Railroad  Retirement  Board, 

Washington,  February  13,  1935. 
Mr.  Felton  M.  Johnston, 

Clerk  Committee  on  Finance, 

United  States  Senate,  Washington,  D.  C. 
Dear  Mr.  Johnston:  In  the  hearings  yesterday  Senator  Harrison  made  the 
request  that  I  furnish  you  with  the  most  recent  valuation  of  the  civil-service 
retirement  and  disability  fund.  That  valuation,  as  of  June  30,  1930,  is  en- 
closed. The  pertinent  figures  which  were  under  discussion  yesterday  are  given 
on  pages  12  to  14. 

The  valuation  balance  sheet  shows  that  the  liability  of  the  Federal  Govern- 
ment for  services  which  had  been  rendered  prior  to  the  date  of  valuation  was 
$730,192,797.  Table  8  on  page  14  shows  that  the  annual  payment  required  to 
amortize  this  accrued  liability  over  68  years  would  be  $31,414,814.  The  cost 
to  the  Government  of  services  which  are  being  rendered  currently,  according  to 
the  same  table,  is  $20,638,850,  making  a  total  annual  cost  to  the  Government  of 
$52,053,664. 

I  now  understand  that  the  report  of  the  actuaries  containing  the  valuation  as 
of  June  30,  1934,  show  the  changes  in  liability  caused  by  recent  amendments  to 
the  Civil  Service  Retirement  and  Disability  Act,  and  that  the  report  has  recently 
been  sent  to  the  Committee  on  the  Civil  Service  of  the  House.  Am  hoping  to 
secure  a  cojiy  of  this.  [The  figures  referrad  to  here  will  be  submitted  later  in 
the  record.] 

Enclosed  also  is  the  additional  statement  which  as  I  understand  it  the  com- 
mittee will  allow  to  be  inserted  in  the    record. 
Yours  very  truly, 

Murray  W.  Latimer. 


Reprinted  from  House  Document  No.  215,  73d  Congress,  2d  Session, 
Thirteenth  Annual  Report  of  the  Board  of  Actuaries  of  the  Civil- 
Service  Retirement  and  Disability  Fund  (pp.  12,  13,  and  14) 

cost  of  benefits  to  present  employees 

Had  contributions  been  made  at  the  percentages  of  salary  given  in  tables  3  to 
6  by,  or  in  behalf  of,  every  employee  from  the  time  when  he  entered  the  service, 
the  funds  in  hand,  together  with  future  contributions  at  these  rates,  would  be 
adequate  to  provide  all  benefits  payable.  But  employees  in  service  at  the  time  of 
the  establishment  of  the  fund  have  been  given  credit  for  their  past  years  of  service. 
For  this  reason  contributions  in  the  future  at  the  normal  rate  alone  will  not  be 
sufficient  to  provide  benefits  for  the  present  employees. 

In  order  to  obtain  knowledge  of  the  contribution^  rec|uired  in  addition  to  normal 
contributions  to  provide  the  benefits  for  the  employees  covered  by  the  fund  on 
June  30,  1930,  a  valuation  of  the  total  liabilities  of  the  fund  on  account  of  the  pro- 
epeetive  benefits  payable  to  present  annuitants  and  employees  was  made.     As  an 
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ofifset  against  these  liabilities  there  are  available  the  present  assets  of  the  fund  and 
prospective  contributions  of  employees  at  3%  percent  of  salary.     The  remainder 
represents  the  liabilities  which  are  not  covered  by  employees'  contributions. 
The  detailed  figures  are  given  in  the  balance  sheet,  which  follows: 

Table  7. — A  valuation  of  the  assets  and  liabilities  of  the  civil-service  retirement  and 
disability  fund  as  of  June  30,  1930 

LIABILITIES 

Benefits  payable  to  annuitants  on  the  roll:  Present  value  of  pay- 

Retired  on  account  of  age  and  involuntary  separation:  ments  to  be  made 

Employees  with  normal  retirement  age  62 $11,  223,  350 

Letter  carriers  and  postal  clerks  with  normal  retirement 

age  65 41,691,828 

Mdbhanics,  laborers,  and  other  employees  with  normal 

retirement  age  65 20,  796,  579 

Employees  with  normal  retirement  age  70 12,  401,  845 

Total 86,  113,602 

Retired  on  account  of  disability: 

Employees  with  normal  retirement  age  62 2,  386,  602 

Letter  carriers  and  postal  clerks  with  normal  retirement 

age  65 16,618,827 

Mechanics,  laborers,  and  other  employees  with  normal 

retirement  age  65 6,  997,  425 

Employees  with  normal  retirement  age  70 9,  435,  882 

Total -- 35,438,736 

Prospective  benefits  to  members  of  active  service  who  will  retire 
on  account  of  age: 

Employees  with  normal  retirement  age  62 206,  078,  166 

Letter  carriers  and  postal  clerks  with  normal  retirement 

age  65 494,441,815 

Mechanics,    laborers,    and    other    employees    with    normal 

retirement  age  65 111,  955,  047 

Employees  with  normal  retirement  age  70 173,  376,  262 

Total 985,851,290 

Prospective  benefits  to  members  of  active  service  who  will  retire 
on  account  of  disability: 

Employees  with  normal  retirement  age  62 18,  976,  728 

Letter  carriers  and  postal  clerks  with  normal  retirement 

age  65 82,836,  126 

Mechanics,  laborers,  and  other  employees  with  normal  re- 
tirement age  65 16,924,437 

Employees  with  normal  retirement  age  70 61,  316,  066 

Total 180,053,357 

Prospective  benefits  to  members  whose  service  will  be  discon- 
tinued through  no  fault  of  their  own  prior  to  the  attainment 
of  retirement  age: 

Employees  with  normal  retirement  age  62 4,  054,  637 

Letter  carriers  and  postal  clerks  with  normal  retirement  age 

65 15,  102,589 

Mechanics,    laborers,    and    other    employees    with    normal 

retirement  age  65 7,  331,  870 

Employees  with  normal  retirement  age  70 20,  352,  179 

Total 46,  841,  275 
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Table  7. — A  valuation  of  the  assets  and  liabilities  of  the  civil- service  retirement  and 
disability  fund  as  of  June  SO,  1550— Continued 

LIABILITIES — continued 

Contributions  to  be  returned  to  present  employees  with  interest 

at  4  percent  upon  separation  from  service  without  retirementpresent  value  of  pay- 
benefits:  ments  to  be  made 

Employees  with  normal  retirement  age  62 $16,  527,  858 

Letter  carriers  and  postal  clerks  with  normal  retirement  age 

65 67,  171,767 

Mechanics,  laborers,  and  other  employees  with  normal  re- 
tirement age  65 18,  240,  283 

Emploj-ees  with  normal  retirement  age  70 60,  643,  135 

Total 162,583,043 


Grand  total 1,496,  881,303 

ASSETS 

Funds  in  hand 156,  546,  419 

Contributions  of  emjiloyees  of  S]4  percent  of  salary: 

Employees  with  normal  retirement  age  62 49,  247,  392 

Letter  carriers  and  postal  clerks  with  normal  retirement  age 

65 169,387,811 

Mechanics,  laborers,  and  other  employees  with  normal  re- 
tirement age  65 - 36,  093,  413 

Employees  with  normal  retirement  age  70 102,  200,  900 

Total 356,929,516 

Appropriations  required  of  Government: 

To  meet  normal  cost  accruing  annuallv 253,  212,  571 

To  meet  accrued  liabihty, ...J J 730,  192,  797 

Total 983,405.368 

Provision'  for  Accrued  Liability 

The  preceding  balance  sheet  shows  the  total  liabilities  of  the  civil-service 
retirement  and  disability  fund  have  a  present  value  of  $1,496,881,303  on  June 
30,  1930,  of  which  $121,552,338  ($86,113,602  plus  $35,438,736)  represents  the 
liabilities  on  account  of  benefits  already  granted  and  the  balance  of  $1,375,328,965 
represents  the  liabilities  on  account  of  annuities  and  other  lienefits  to  be  granted 
in  the  future  on  account  of  active  members.  To  meet  its  liabilities  the  fund  has 
present  assets  amounting  to  $156,546,419.  The  present  value  of  the  prospective 
contributions  of  employees  at  3.5  percent  amounts  to  $356,929,516.  Subtracting 
the  value  of  these  contributions  and  the  present  assets  from  the  total  liabilities, 
we  have  $983,405,368  as  the  liabilities  to  be  met  by  contributions  by  the  Govern- 
ment. 

If  the  Government  were  to  make  normal  contributions  on  account  of  each  group, 
which  now  represents  a  contribution  of  2.45  percent  of  the  total  pay  roll  annually, 
this  contribution,  together  with  that  of  3.5  percent  by  the  employees,  would  equal 
5.95  percent,  which  is  the  average  normal  contribution.  This  contribution  would 
be  sufficient  to  cover  the  continuing  or  normal  cost,  but  it  would  not  be  sufficient 
to  cover  the  liability  on  account  of  service  rendered  by  employees  prior  to  the 
establishment  of  the  fund  in  1920,  when  no  contributions  were  made,  nor  would 
it  cover  credit  for  service  since  that  date  on  account  of  which  the  Government  has 
not  made  regular  contributions  related  to  the  larger  benefits  of  the  later  law.  The 
liability  on  account  of  this  past  service  may  be  obtained  by  deducting  from  the 
total  liabilities  of  the  Government  to  be  met  by  Government  contributions  the 
value  of  the  future  contributions  which  would  be  payable  by  the  Government  to 
cover  the  normal  cost. 

An  actuarial  calculation  shows  that  a  contribution  from  the  Government  at  the 
normal  rate  for  the  various  groups  on  account  of  the  pay  roll  of  present  employees 
has  a  present  value  of  $253,212,571.     If  the  latter  amount  be  deducted  from  the 
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item  of  $983,405,368  shown  as  the  value  of  the  Government's  prospective  appro- 
priations, $730,192,797  is  left  as  the  amount  which  must  be  placed  in  the  fund  to 
offset  the  lack  of  contributions  in  the  past. 

This  amount  technically  is  known  as  the  "accrued  liability."  In  order  to 
amortize  this  accrued  liability  by  means  of  annual  payments  distributed  over  a 
period  of  years  in  the  future  in  accordance  with  the  plan  adopted  by  the  Govern- 
ment in  1927,  an  annual  payment  of  $31,414,814  for  approximately  68  years  from 
1930  is  needed.  This  is  equivalent  to  3.73  percent  of  the  present  pay  roll 
annually. 

The  following  table  has  been  prepared  to  summarize  the  annual  contribution 
required  for  the  support  of  the  fund  from  both  employees  and  the  Government. 

Table  8. — Annual  cost  of  civil-service  retirement  and  disabiliy  fund  as  percentage 

of  pay  roll 


Normal  cost  as— 

Deficiency  cost  as— 

Total  cost  as— 

Group 

Percentage 
of  pay  roll 

Annual 

amount  as 

of  June  30, 

1930 

Percentage 
of  pay  roll 

Annual 

amount  as 

of  June  30, 

1930 

Percentage 
of  pay  roll 

Annual 

amouiUt  as 

of  Jane  30, 

1930 

Employees  with  normal  retire- 
ment age  62           -      - 

6.71 

6.53 

5.83 
4.78 

$8,  222,  293 

24,  212,  266 

5,  520,  578 
12, 190, 137 

49.6 

3.81 

4.89 
2.58 

$6, 077, 880 

14, 126, 853 

4, 630, 468 
6,  579,  613 

11.67 

10.34 

10.72 
7.36 

$14, 300, 173 

Letter    carriers    and    postal 
clerks  with   normal  retire- 
ment age  65      ■" - 

38,  339, 019 

Mechanics,  laborers,  and  other 
employees  with  normal  re- 
tirement age  65 

10, 151, 046 

Employees  with  normal  retire- 
ment age  70 

18, 769, 750 

Total 

5.95 
3.50 

50, 145, 174 
29,  506. 324 

3.73 

31,414,814 

9.68 
3.50 

81,  559, 988 

Payable  by  employees. 

29,  506, 324 

Payable  by  Government- 

2.45 

20,  638,  850 

3.73 

31,414,814 

6.18 

52, 053, 664 

Supplemental  Statement  op  Murray  Latimer  on  Economic  Security  Act, 

S.  1130 

This  statement  is  confined  to  those  parts  of  the  social-insurance  program  with 
which  I  have  been  primarily  concerned,  namely,  the  old-age  security  aspects. 

First,  as  to  title  I:  The  proposal  for  a  Federal  subsidy  to  States  for  the  pay- 
ment of  a  part  of  old-age  benefits  under  State  laws,  conditional  upon  enactment 
or  revision  of  these  laws  in  conformity  with  certain  standards  is  not  a  new  one. 
Congress  for  several  years  has  had  before  it  bills  which  were  distinctly  similar  to 
title  I  of  the  bill  now  under  consideration.  There  will  be  little  disagreement 
that  the  time  is  ripe  for  the  enactment  by  Congress  of  a  scheme  of  this  nature. 
This  statement,  therefore,  will  be  devoted  to  a  discussion  of  two  further  questions: 
Ought  the  type  of  system  which  would  be  created  by  title  I  be  the  permanent 
and  sole  measure  for  old-age  security?  If  not,  what  should  be  the  nature  of  a 
further  measure,  and  when  should  it  be  initiated? 

The  answer  of  the  President's  Committee  on  Economic  Security  to  these 
questions  we  know:  There  should  be  created  immediately  a  national  system  of 
compulsory,  contributory  old-age  insurance  which  would  supplant  insofar  as 
such  is  found  practicable,  and  as  quickly  as  is  feasible,  the  system  of  old-age 
assistance  set  up  under  title  I. 

This  answer  seems  to  me  to  be  wise.  I  wish  to  present  the  line  of  reasoning 
which  leads  me  to  this  conclusion. 

The  purpose  of  title  I,  as  is  indicated  by  the  various  section  headings,  is  to 
provide  "assistance  for  the  needy"  aged.  This  sort  of  security  measure  might 
be  adequate  and  permanent  if  the  "needy"  aged  were  to  be  a  minor  part  of  the 
whole  aged  group  of  the  population.  We  can  be  reasonably  certain  that  such  will 
not  be  the  case. 

_  The  degree  of  dependency  among  the  aged  has  been  augmented  by  the  depres- 
sion, but  the  depression  is  not  the  primary  cause  of  that  increase.  Even  should 
there  be  further  recovery  to  the  1929  level  of  production  and  employment,  the 
aged  group  will  not  share  in  it  appreciably,  if  at  all;  and  there  is  every  reason  to 
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suppose  that  unless  we  change  the  existing  situation  quickly,  dependencj'  among 
the  aged  will  be  as  bad,  if  not  worse,  5  or  10  years  from  now  as  it  is  at  present. 
So  far  as  the  aged  group  is  concerned,  this  depression  bids  fair  to  cause  a  rising 
trend  of  dependency  for  at  least  another  generation. 

The  reasons  for  this  are  fairly  obvious.  In  the  first  piace,  the  numbers  in  the 
aged  group  will  continue  to  increase  for  many  years.  Five  years  from  now  there 
will  be  probably  1,000,000  more  persons  65  and  over  than  there  are  now.  And  in 
30  years  the  number  will  reach  about  14}^  millions. 

Second:  The  trend  of  employment  among  the  aged  has  been  downward  for 
40  years.  While  this  has  been  due  in  part  to  the  shift  from  agriculture  to  indus- 
try, a  process  now  temporarily  at  least  ended,  there  appears  no  good  reason  to 
suppose  that  industry  and  other  nonagricultural  occupations  are  likely  to  absorb 
any  larger  proportion  of  the  aged,  or,  indeed,  any  greater  absolute  numbers  of 
them. 

Third:  Not  only  will  most  of  the  persons  in  the  aged  group  itself  who  are  now 
unemployed  never  again  be  able  to  obtain  employment,  but  it  is  likely  there 
will  be  a  large  amount  of  permanent  unemployment  among  the  middle  aged. 
This  was  beginning  to  be  a  serious  problem  before  the  depression,  but  it  will  be 
far  more  acute  in  the  future  than  it  has  been  in  the  past. 

Fourth:  Persons  over  middle  age  who  do  succeed  in  securing  emplojdment  will 
in  many  instances  owe  their  success  to  a  willingness  to  make  a  sacrifice  in  the 
customary  wage  or  be  content  with  a  highly  routine  job.  The  end  result  will  be 
a  wage  which  will  not  permit  any  apprecial^le  surplus  for  old  age,  or  indeed  any 
surplus  for  any  purpose  other  than  the  current  maintenance  of  a  rather  low 
standard  of  living. 

Fifth:  While  we  are  without  quantitative  data,  it  is  reasonable  to  suppose 
that  a  large  proportion  of  the  savings  of  the  middle-aged  group  hav£  been  wiped 
out.  This  fact,  coupled  with  the  increasing  unemployability  of  the  group,  means 
that  the  relatively  small  percentage  of  the  aged  which  in  the  past  has  been  able 
to  live  on  savings,  or  income  from  property,  will  in  the  future,  as  at  the  present 
time,  almost  vanish. 

Sixth:  The  economic  difficulties  of  the  members  of  the  aged  and  middle-aged 
groups  will  bear  heavily  on  their  children,  and  will  be  reflected  in  their  own  rate 
of  dependency  when  they  in  turn  become  old. 

In  considering  the  longer  range  aspects  of  an  old-age  security  program,  the 
position  of  the  older  worker  in  the  labor  market  needs  to  be  studied.  This  aspect 
of  the  problem  has  never  been  adequately  analyzed.  There  were,  in  1930, 
according  to  the  decennial  census,  slightly  more  persons  65  and  over  recorded  as 
gainfully  occupied  than  there  were  children  from  10  to  17.  I  suggest  that  in 
economic  consequences,  old  age  and  child  labor  have  much  in  common.  The 
fact,  already  pointed  out,  that  numbers  of  persons  over  65  reported  themselves  as 
gainfully  occupied,  when,  in  fact,  they  were  not,  suggests  that  many  such  persons 
were  in  the  labor  market  seeking  employment.  This  number  is  probably  greater 
today  than  in  1930.  There  must  be,  therefore,  a  body  of  superannuated  men — 
perhaps  as  many  as  a  half  million — who  are  looking  for  jobs,  not  as  actively 
perhaps  as  younger  men,  but  willing  to  take  any  rate  of  pay  for  any  job. 

It  is  well  known,  of  course,  than  many  unions  have  specific  agreements  by 
which  substandard  wage  rates  are  paid  older  men.  There  are  some  notable 
exceptions,  of  course,  as  in  the  train  service  brotherhoods  and  other  railroad  labor 
organizations. 

Among  the  reasons  why  this  situation  seems  never  to  have  attracted  particular 
attention  is  that  it  is  nothing  new.  The  increasing  unemploj^ability  of  the  aged 
has  been,  not  a  sudden  shift,  but  a  slow  change.  Younger  men,  moreover,  are 
usually  more  than  willing  to  see  their  older  fellows  get  jobs.  They  see  the  job  in 
its  immediate  aspects  and  fail  to  see  that  the  pressure  of  the  older  persons  on  the 
market,  taken  as  a  whole,  probably  has  an  appreciable  effect  on  the  whole  wage 
structure.  The  usual  complaint  has  been  that  these  older  workers  cannot  get 
jobs.  We  might  gain  economically  if  we  saw  to  it  that  still  fewer  secure  employ- 
ment by  taking  as  many  as  possible  out  of  the  labor  market. 

There  has  been  a  vicious  circle  here;  the  permanent  body  of  aged  unemployed 
or  partially  unemployed  attempt  to  secure  or  retain  employment  on  a  reduced 
wage  basis,  in  order  to  avoid  being  a  burden  on  other  members  of  the  family. 
The  result  is,  eventually,  to  lower  somewhat  the  general  level  of  wages,  and  this 
in  turn  .sets  up  other  undesirable  influences  and  results. 

The  harmful  results  of  the  pressure  of  older  workers  for  employment  have  been 
partially  recognized  by  some  em])loyee  groups.  A  numljer  of  important  trade 
unions  have  provided  for  payment  of  superannuation  benefits.     Several  of  these 
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unions  have  attempted,  through  the  medium  of  these  systems,  to  encourage  com- 
plete retirement  of  aged  members  from  the  trade.  The  general  aim,  it  is  fair  to 
state,  is,  in  part,  the  removal  of  the  aged  from  the  labor  market. 

The  unions  have  found  this  a  costly  procedure.  Most  of  the  funds  have  been 
handled  substantially  on  a  current  assessment  basis,  and  it  has  been  necessary  to 
increase  these  assessments  periodically.  The  end  result  has  been  a  system  of 
union  dues  which  constituted  a  detraction  rather  than  an  attraction  to  prosepctive 
members.  Some  of  the  systems  have  been  abandoned  and  it  is  questionable 
whether  any  could  permanently  survive.  One  could  go  much  further  in  showing 
how  lack  of  a  general  social  insurance  program  has  been  a  major  handicap  for  the 
labor  movement  in  this  country.  Failure  of  these  efforts  to  provide  social  security 
by  the  workers  themselves  does  not,  of  course,  mean  that  social  insurance  is 
uneconomical. 

There  is  another  side  of  the  relationship  of  the  older  worker  to  the  labor 
market — the  continued  retention  by  older  workers  of  jobs  which  could  be  more 
effectively  filled  by  younger  men.  This  is,  of  course,  becoming  increasingly 
less  important  for  the  group  of  65  and  over,  but  it  still  bulks  large  in  the  minda 
of  persons  whose  advancement  would  be  hastened  by  the  displacement  of  the 
relatively  few  old  men  at  the  top.  And  steady  displacement  of  the  aged  group 
will  help  regularize  the  intake  of  industry  at  the  youngest  ages. 

In  general,  therefore,  the  older  worker  is  a  disrupting  factor  in  the  labor 
market,  both  when  imemployed  and  looking  for  a  job,  and  frequentlj'  when 
employed. 

Under  such  conditions  I  submit  that  old-age  pensions  of  the  type  contemplated 
under  title  I  of  the  bill  under  consideration  would  be  found  increasingly  unsatis- 
factory as  the  main  form  of  old-age  security. 

First  of  all,  their  intimate  connection  with  the  "means"  test  will  prove  a  draw- 
back. Under  a  situation  where  the  problem  of  old-age  dependency  is  less  acute 
than  it  now  is,  and  particularly  in  the  initial  stages  of  legislation  of  this  type, 
a  grant  of  pensions  conditional  upon  a  "means"  test  may  be  satisfactory.  If, 
however,  the  attempt  were  made  to  extend  this  type  of  system  to  substantially 
the  whole  of  the  aged  population,  as  the  permanent  exclusive  form  of  old-age 
security,  great  difficulties  arise.  First,  the  "means"  test  would  not  be  a  perma- 
nent deterrent  to  making  application  for  the  pensions;  claiming  the  benefit  would 
tend  to  become  the  customary  practice.  This  is  clearly  shown  by  the  experience 
of  other  countries  under  noncontributory  old-age  pension  systems.  Use  of  the 
"means"  test  would  set  up  certain  arbitrary  distinctions  between  the  several 
classes  of  the  community,  and  would  be  apt  to  cause  some  discontent  among  the 
more  furtunate  persons  who  are  for  one  reason  or  another  able  to  be  self- 
supporting.  In  the  end  the  pressure  for  change  or  abolition  of  the  "means" 
test  would  be  strong.  Nor,  if  there  were  to  be  no  other  system,  would  such  a 
change  be  undesirable. 

Second,  the  level  of  pensions,  even  if  raised  considerably  above  existing  stand- 
ards, would  not  be  high  enough  to  induce  any  considerable  voluntary  withdra.wals 
from  the  labor  market;  nor  would  employers  be  able  to  retire  superannuated 
employees  without  friction.  Moreover,  the  "means"  test  would  have  a  bearing 
in  this  connection  since  emploj^ers  in  handling  their  personnel  problems  could 
not,  and  should  not,  differentiate  as  between  employees  on  the  basis  of  their 
private  means. 

Third,  the  rapid  growth  in  the  aged  population,  combined  with  the  diminish- 
ing deterrent  effect  (or  modification)  of  the  "means"  test,  would  almost  cer- 
tainh'  produce  a  rapidly  mounting  volume  of  expenditures  under  the  State  old- 
age-assistance  laws. 

In  the  immediate  future,  the  expenditures  under  these  laws  will  probably  not 
be  very  great  relative  to  what  thay  might  become  later  on.  What  they  would 
be  in  the  future,  after  a  period  of  operation,  is  a  matter  upon  which  we  may 
only  conjecture.  The  actuaries  have  made  estimates  as  to  what  the  level  of 
costs  might  be,  based  on  certain  arbitrary  assumptions  as  to  the  rate  of  de- 
pendency. Except  insofar  as  these  estimates  are  based  on  projections  of  popu- 
lation, actuaries  have  no  more  competence  to  make  estimates  of  cost  than  anyone 
else.  As  a  matter  of  interest  I  present  a  table  showing  the  population  65  and 
over  as  projected  by  the  actuaries  for  1940,  1945,  1965,  and  1980,  together  with 
certain  figures  as  to  what  expenditures  for  old-age  pensions  would  be  under 
certain  assumptions  as  to  the  proportion  of  the  population  in  the  aged  group 
which  would  qualify  for  these  pensions,  together  with  certain  assumptions  as  to 
the  monthly  average  per  capita  pensions.  These  assumptions  may  be  varied  in- 
definitely, according  to  anyone's  ideas  about  the  amounts  of  pensions  which 
should  be  paid  and  the  proportion  of  the  group  which  will  qualify. 
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Estimated  population  65  years  of  age  and  over  at  specified  years  in  the  future  with 
possible  expenditures  for  old-age  pensions  under  certain  assumptions 

[In  millions] 


Population  6a  and  over __. 

(1)  20  percent  of  aged  population  qualify;  $20  per  month  aver- 

age per  capita  expenditure 

(2)  20  percent  of  aged  population  qualify;  $30  per  month  aver- 

age per  capita  expenditure 

(3)  30  percent  of  aged  population  qualify;  $20  per  month  aver- 

age per  capita  expenditure 

(4)  30  percent  of  aged  population  qualify;  $30  per  month  aver- 

age per  capita  expenditure 

(5)  40  percent  of  aged  population  qualify;  $20  per  month  aver- 

age per  capita  expenditure 

(6)  40  percent  of  aged  population  qualify;  $30  per  month  aver- 

age per  capita  expenditure 

(7)  50  percent  of  aged  population  qualify;  $20  per  month  aver- 

age per  capita  expenditure 

(8)  50  percent  of  aged  population  qualify;  $30  per  month  aver- 

age per  capita  expenditure 


1940 


8.32 
399.2 
598.8 


1945 


9.55 
458.6 
687.9 
687.9 
,031.9 


1965 


14.34 
689.2 
033.8 
032.3 
548.5 
376.5 
064.7 
720.6 
580.8 


1980 


17.00 
816.0 
224.0 
224.1 
836.2 
632.1 
448.1 
040.0 
060.2 


For  all  these  reasons  it  would  obviously  be  unsound  as  a  permanent  policy  to 
contemplate  exclusive  reliance  on  old-age  pension  systems  of  the  present  type  in 
any  program  of  old-age  security.  Rather,  they  should  be  regarded  mainly  as  a 
mode  of  meeting  the  emergency  and  leading,  if  proper  subsequent  steps  are 
taken,  to  a  more  adequate  more  soundly  financed,  and  more  comprehensive 
system. 

The  situation  we  face  here  is  precisely  that  through  which  European  countries 
have  already  passed.  The  general  experience  in  European  countries  can  be 
summarized  by  a  brief  quotation  from  a  recent  study  by  the  International 
Labor  Office: 

"To  judge  by  events  in  the  last  few  years,  it  would  appear  that  noncontribu- 
tor}^  pensions  constitute,  not  a  permanent,  but  rather  a  transitional  measure, 
destined,  sooner  or  later,  to  make  way  for  pension  insurance. 

"The  cost  of  pensions  tends  continually  to  rise,  parth'  because  of  the  increase 
in  the  proportion  of  the  aged  in  the  population  and  partly  because  of  the  pressure 
which  is  always  being  exerted  in  favor  of  higher  pensions,  greater  exemptions 
and  lower  pensionable  ages;  consequently,  governments  find  themselves  after  a 
time  burdened  with  a  much  greater  charge  than  was  anticipated  at  the  time 
when  the  pension  was  first  adopted.  In  order  to  lighten  their  burden  they 
introduce  pension  schemes  based  on  compulsory  insurance;  in  exchange  for  his 
contribution  the  insured  person  is  offered  a  pension  free  from  any  condition  as 
to  means  and  sometimes  also  at  a  lower  pensionable  age,  while  widows  may 
become  entitled  to  a  pension  whether  they  have  dependent  children  or  not." 

Just  as  it  has  been  necessary  in  Europe  to  turn  from  the  noncontributory  form 
of  pension  system  to  the  compulsory  contributory  insurance  system,  Just  so  it 
is  necessary  to  adopt  such  a  poiic}^  in  this  country.  The  main  questions  are 
what  should  be  the  specific  provisions  of  such  an  old-age-insurance  measure, 
and  when  should  it  be  adopted. 


PROVISIONS    OF    AN    OLD-AGE    INSURANCE    MEASURE 

The  specific  provisions  of  an  old-age  insurance  measure  ought  to  be  framed 
first  with  an  eye  to  conditions  which  are  to  be  met,  and  second,  with  due  care  that 
in  meeting  these  conditions  we  set  in  motion  no  further  sequence  of  malad- 
justments. 

First  of  all,  the  amount  of  annuities  to  be  granted  should  be  fixed,  having  in 
view  not  only  the  benefit  of  direct  payment  to  the  recipient  himself,  but  with  the 
purpose  of  inducing  as  many  as  possible  to  withdraw  from  the  labor  market  so  as 
to  be  rid  of  the  depressing  influence  on  wages;  to  provide  for  the  reabsorption  of 
the  unemployed,  the  ordinary  absorption  of  the  younger  generation  as  they  begin 
to  seek  employment;  to  aid  in  the  organization  of  labor  by  enabling  trade  unions 
to  lower  their  dues;  and  finally,  but  not  least,  to  take  off  the  backs  of  children 
already  overburdened  the  further  burden  of  their  parents.  Nor  should  the  ad- 
vantages of  the  maintenance  of  a  large  and  continuing  stream  of  purchasing  power 
directed  almost  entirely  to  consumers'  goods  be  overlooked. 


ECONOMIC    SECUEITY   ACT  757 

Under  the  proposed  scheme  employees  of  all  ages  ought  to  pay  taxes  which  are 
placed  in  the  old-age  fund.  Young  employees,  generally  speaking,  are  not  so 
much  concerned  about  their  old  age  as  are  older  employees.  While  it  would  be 
too  much  to  say  that  they  would  generally  object  to  paying  the  taxes,  nevertheless 
it  is  true  that  if  through  their  tax  payments  more  immediate  benefits  would  be 
derived,  the  tax  burden  would  be  assumed  with  fewer  objections.  An  immediate 
benefit  which  would  be  directly  related  to  such  contributions  would  be  the  pay- 
ment of  annuities  sufficient  to  retire  older  persons  from  the  labor  market,  opening 
up  channels  of  promotion  and  providing  reabsorption  of  the  unemployed.  This- 
same  process,  moreover,  would  solve  pension  problems  of  employers  which  they 
have  been  unable  to  meet  without  assistance  because  of  the  inability  to  finance 
pension  plans  where  the  costs  involved  are  not  borne  by  competitors. 

Clearly,  the  larger  the  annuity,  within  reasonable  limits,  the  greater  the 
extent  to  which  we  will  realize  these  subsidiary  aims.  I  submit  that  from  this 
point  of  view  the  annuities  scheduled  under  title  IV  of  this  bill  constitute  a  mini- 
mum standard  for  such  a  program.  Even  with  the  annuities  as  scheduled,  the 
full  subsidiary  benefits  of  the  prograin  will  not  accrue  for  almost  a  generation. 
Most  individual  companies  have  not  even  considered  in  beginning  annuity  or 
pension  plans  the  payment  of  benefits  at  so  low  a  scale. 

The  question  may  be  raised  as  to  why  the  level  of  benefits  in  this  proposed 
scheme  should  be  materially  lower  than  the  benefits  under  the  railroad  retire- 
ment system  created  by  the  last  Congress.  While  that  system  and  the  insurance 
scheme  now  under  consideration  have  certain  factors  in  common,  there  is  a 
fundamental  difference.  The  main  purpose  of  the  Railroad  Retirement  Act  is 
to  promote  efficiency  and  safety  in  the  national  transi^ortation  sj^stem.  The 
major  premise  in  the  creation  of  the  railroad  retiement  system  was  that  generally 
the  employment  of  persons  over  65  in  the  railrod  industry  tended  to  lessen  the 
efficiency  of  the  system  and  was  a  standing  menace  to  the  safety  of  the  traveling 
public.  Hence  it  is  provided  that  retirement  from  the  industry  is  to  be  com- 
pulsory at  the  age  of  65,  with  certain  provision  for  temporary  continuation  in 
service  by  mutual  agreement,  but  within  a  few  j-ears  in  no  event  will  any  em- 
ployee of  a  railroad  from  the  president  down  be  permitted  to  continue  after 
attaining  the  age  of  70.  No  such  factor  is  involved  in  the  bill  now  under  considera- 
tion. If  it  were,  obviously  the  situation  would  be  materially  different.  It  is 
also  obvious  that  where  a  legislative  body  by  its  own  fiat  decrees  that  persons 
having  a  certain  characteristic,  as  age,  are  prohibited  form  following  their  cus- 
tomary occupation,  that  decree  must  necessarily  be  accompanied  by  a  payment 
for  life  of  an  annuity  which  should  be  distinctly  higher  than  an  annuity  which 
accompanies  voluntary  retirement. 

Voluntary  retirement  is  permitted  under  the  Railroad  Retirement  Act  at  ages 
under  65  but  the  annuities  are  reduced  materially  in  such  cases.  Precisely  what 
the  relation  of  the  annuities  under  the  two  circumstances  should  be  is  a  matter 
for  the  exercise  of  judgment.  I  submit  that  the  ultimate  level  of  annuities  as 
now  set  forth  in  the  bill  are  at  least  not  unreasonable  as  compared  with  the 
annuities  provided  under  the  Railroad  Retirement  Act.  Another  factor  which 
ought  not  be  overlooked  in  this  connection  is  that  superannuation  in  the  railroad 
industry  is  heavier,  relative  to  total  volume  of  employment,  than  in  any  other 
comparable  industry.  The  measures  adopted  in  such  situation  have  been  and 
ought  to  have  been  related  therefore  to  this  specific  problem. 

But,  to  return  to  the  old-age  insurance  system  proposed  in  the  economic  security 
bill.  There  are  sound  economic  reasons  why  the  initial  earnings  and  pay-roll 
taxes  called  for  in  the  economic  security  bill  should  be  low.  Others  have  suffici- 
ently stressed  the  fact  that  a  high  tax  levied  against  the  pay  roll  of  employees 
would  be  a  barrier  to  future  recovery.  I  wi.ih  to  emphasize  the  equal  undesira- 
oility  of  high  contributions  from  employees  initially.  Such  a  tax  would  probably 
result  in  some  decline  in  purchases  of  retail  goods  and  an  increase  in  the  supply 
of  funds  for  long-term  investment  at  a  time  when  industry  has  little  demand  for 
such  funds.  Under  the  circumstances,  funds  could  not  be  invested  to  advantage, 
and  the  net  result  would  be  the  creation  of  further  unemployment.  In  assessing 
taxes  against  wage  earners'  incomes,  the  very  heavy  burdens  under  which  they 
now  labor,  not  only  because  of  greatly  reduced  incomes,  but  because  of  the  heavy 
burden  of  the  support  of  millions  of  parents,  should  not  be  overlooked.  Further 
to  burden  the  wage-earning  class  at  this  time  might  offset  to  a  considerable  degree 
the  advantages  to  be  derived  from  this  security  measure  itself. 

The  benefits  as  proposed  in  the  act  to  be  paid  initially  cannot  possibly  be  paid 
for  by  contributions  of  the  persons  who  will  receive  them.  For  example,  the 
payment  of  an  annuity  of  15  percent  beginning  at  65  would  require  a  person  fully 
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employed  to  set  aside  about  12>^  percent  of  his  pay,  with  an  equal  amount  from 
the  en'iployer.  No  such  contribution  either  on  the  part  of  the  employee  or  his 
employer  is  conceivably  possible.  If  reasonable  annuities  are  to  be  paid  for,  there- 
fore, initially,  some  deficit  will  be  incurred  wliich  must  later  be  met.  A  fun- 
damental question  concerns  the  metliod  of  meeting  the  deficit. 

To  saddle  the  cost  on  the  employees  of  the  future  seems  illogical.  We  are  now 
trying,  for  obyious  reasons,  to  get  away  from  the  system  under  which  children 
must'  support  their  parents  in  old  age.  In  a  system  of  this  sort  to  assess  future 
employees,  later  on,  we  would  merely  defer  the  support  of  the  aged  from  children 
to  grandchildren  and  charge  interest  on  the  j^eriod  of  deferment.  Such  a  result 
would  be  exceedingly  hard  to  justify.  Nor  does  the  case  for  assessing  the  costs 
a«-ainst  the  employers  seem  much  better.  One  need  not  fear  unduly  the  economic 
consequences  of  a" tax  on  employers  to  enable  them  to  retire  old  workers,  because 
by  so  doing  they  achieve  economies.  But  there  is  little  tangible  economy  to  an 
employer  in  1960  from  a  retirement  some  other  employer  made  in  1945,  particu- 
larly if  interest  on  the  payments  in  the  interim  be  added  to  the  initial  cost 

The  question  remains  as  to  whether  general  State  taxation  can  be  defended  as 
3,  means  for  meeting  the  deficit.  Judgment  on  this  point  requires  consideration 
of  the  alternatives.  High  contributions  on  the  part  of  the  employees  will  tend 
to  reduce  standards  of  living,  particularly  among  persons  receiving  relatively 
low  pay.  Contributions  by  employers  may  be  passed  on  either  in  the  lorrn  of 
higher 'prices  for  their  products  or  low  wages  or  greater  unemployment.  The 
accumulation  of  funds  may  tend  to  direct  to  an  undesirable  degree  streams  of 
purchasing  power  from  consumers-goods  industries  into  capital-goods  industries. 
Assuming  the  funds  which  the  Government  would  contribute  to  be  raised  by 
socially  desirable  foriils  of  progressive  taxation,  these  undesirable  consequences 
of  levies  on  employers  and  employees  would  be  mitigated  provided  no  great 
reserves  would  be  built  up.  Progressive  taxation  has  tended  to  grow  in  disfavor 
in  recent  years  on  the  ground  that  it  is  an  unreliable  yielder  of  revenue  m  periods 
of  depression.  Such  an  objection  has  no  great  weight  in  connection  with  old- 
age-insurance  funfls  if  adequate  contingency  reserves  are  maintained  since  tempo- 
rary decreases  in  current  income  will  not  seriously  endanger  the  operation  of  the 
fund  Given  adequate  experience  on  which  calculations  could  be  based,  projec- 
tions of  expenditures  can  be  made  so  far  in  advance  that  a  firm  basis  of  planning 
for  the  future  can  at  all  times  be  maintained  with  a  higher  degree  of  accuracy 
than  in  almost  any  other  field.  ,  ,   .     ..^         r.  + 

But  there  are  still  further  considerations  which  would  justify  a  Government 
subsidy  The  introduction  of  a  system  of  old-age  insurance  will,  as  has  already 
been  pointed  out,  for  a  considerable  period  of  years  result  in  great  savings  as 
compared  to  a  straight  system  of  old-age  pensions.  On  the  basis  of  figures  as  to 
costs  whicli  have  been  submitted  in  connection  with  the  old-age  provision  of 
title  IV  of  S.  1130  and  in  connection  with  what  the  expenditures  would  be  under 
title  I  without  the  old-age  insurance,  I  have  calculated  that  if  the  savings  up  to 
the  year  1970  were  set  aside  in  a  fund  and  accumulated  at  3  percent  interest,  the 
total  accumulation  would  be  in  excess  of  10  billions  of  dollars.  A  similar  saving 
would  be  made  by  the  States.  These  savings  deserve  to  be  recognized  m  any 
consideration  of  the  contributions  of  the  Government  to  the  old-age-msurance 

I  submit  that  it  is  the  experience  of  the  great  majority  of  foreign  countries  that 
the  Government  must  support  in  part  the  old-age-insurance  system,  and  tins 
experience  ought  to  be  given  considerable  weight.  The  standard  contained  in  the 
draft  convention  formulated  bv  the  International  Labor  Office,  to  which  this 
Government  has  recently  adhered,  provides  that  "the  public  authority  shall  con- 
tribute to  the  financiafresources  of  the  benefits  of  insurance  schemes  covering 
employed  persons  in  general  and  manual  workers."  This  standard  was  adopted 
after  a  most  exhaustive  study  by  the  International  Labor  Office  and  after  a  long 
period  of  discussion  bv  representatives  of  governments,  employers,  and  workers. 

Again  it  is  generally  conceded  that  a  major  factor  m  insecurity  is  the  maldis- 
tribution of  wealth  and  income.  Social  insurance  may  not  only  contribute 
directly  toward  the  i)rovision  of  security,  but  indirectly  by  assisting  toward  the 
elimination  of  these  inequities.  Finally,  if  it  is  true  that  the  existence  of  a  sound 
social-insurance  scheme  is  essential  to  the  mainteiuxnce  of  social  peace,  then  the 
State,  whose  chief  mission  is  to  maintain  peace  within  the  Nation,  should  obviously 
contribute  largely  to  the  support  of  insurance. 

Final  judgment  on  the  whole  cpiestion  of  the  division  of  costs  among  the  tliree 
possible  parties— tliat  is,  employers,  employees,  and  the  State— ought  to  take  into 
account  the  form  of  earnings  and  ))ay-roll  taxes. 
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The  economic  security  bill  proposes  uniform  rates  of  earnings  and  pay-roll 
taxes  at  a  give  time  on  all  persons  and  employees  covered.  No  allowance  is 
made  for  cost  differentials  as  between  individuals.  Costs  will  differ  for  different 
individuals  depending  mainly,  interest  on  mortality  being  assumed  equal,  on 
two  factors,  age  and  rate  of  wage  change  by  age.  Without  going  into  detail  three 
classes  of  employees  will  pay  relatively  high  contributions  relative  to  their  ultimate 
benefits:  (1)  Those  employees  who  reach  their  maximiun  pay  early  in  life  and 
suffer  a  decline  in  earnings,  more  or  less  severe,  after  middle  age  or  even  before. 
This  group  embraces  probably  the  majoritj^  of  wage  earners  if  we  leave  out  of 
account  changes  in  the  general  level  of  wages  which  affect  all  groups  horizontally; 
(2)  those  who  become  unemployed  totally  or  almost  so  after  middle  age.  The 
number  included  in  this  group  seems  to  be  increasing;  (3)  those  who  are  pro- 
moted out  of  the  insurance  group  or  who  leave  voluntarily,  by  marriage,  for 
example,  before  reaching  65.  This  group  jDrobably  constitutes  no  particular 
problem. 

In  general,  the  uniform  rates  of  contributions  and  taxes  treats  most  unfavora- 
bly those  whose  status  is  most  precarious.  This  situtation  has  generally  been 
recognized  in  the  formulation  of  systems  of  old-age  insurance.  Several  devices 
have  been  used  to  offset  it: 

(1)  Give  credit  for  some  periods  of  unemployment  in  computing  the  amount  of 
annuity. 

(2)  Apply  larger  percentage  rates  of  benefit  to  low  pay  than  to  high  pay,  as 
has  been  done  in  the  Railroad  Retirement  Act. 

(3)  Assess  employees  for  less  than  half  of  the  cost  of  all  benefits,  as  has  also  been 
done  in  the  Railroad  Retirement  Act. 

(4)  Provide  a  Government  subsidy  raised  from  progressive  taxation. 

The  first  method  has  probabl}'  the  least  effects  in  the  direction  of  equalizing 
since  it  benefits  the  man  promoted  out  of  the  insured  class  as  well  as  the  person 
already  out  of  a  job.  The  staff  of  the  committee  on  economic  security  recom- 
mended the  second  method  and  hoped,  as  did  the  old-age  security  subcommittee  of 
the  Technical  Board,  that  the  deficit  arising  from  payment  of  unearned  annuities 
initially  would  ultimately  be  provided  by  Government  funds  raised  from  progres- 
sive taxation.  Without  such  Government  payment  the  other  three  methods  will 
not  completely  offset  the  inequities  of  the  uniform  method  of  tax  assessment. 

Four  conclusions  seem  to  follow  from  this  discussion: 

(1)  The  initial  annuities  provided  in  S.  1130  are  a  minimum.  Any  substantial 
reduction  in  such  amounts  would  seriously  endanger  the  success  of  the  plan. 

(2)  A  1-percent  rate  of  contribution  divided  equally  between  employer  and 
employee  is  preferable  to  an  initial  contribution  of  double  that  rate,  and  the  increase 
of  5-year  intervals  is  more  desirable  than  an  increase  at  3-year  intervals. 

(3)  Total  contributions  in  excess  of  5  percent  cannot  be  justified  on  the  ground 
of  economy. 

(4)  Final  success  of  the  scheme  will  probably  involve  a  government  subsidy 
which  ought  to  be  raised  from  progressive  taxation. 

A  word  as  to  the  main  reasons  why  it  seems  to  me  essential  that  the  old-age 
system  be  on  a  national  basis  is  perhaps  in  order.  Administrative  and  economic 
considerations  both  point  to  the  necessity  for  national  administration.  First  of 
all,  except  on  a  purely  pay-as-you-go  basis,  rather  large  sums  will  necessarily  be 
accumulated  even  though  the  reserves  will  be  far  from  those  which  would  be 
maintained  if  the  system  were  operated  on  the  reserve  standards  which  private 
insurance  companies  must  necessarily  maintain. 

It  is  unlikely  that  most  of  the  States  could  build  up  effective  agencies  for 
investing  considerable  funds.  Any  such  investments  would,  of  course,  have  a 
vital  effect  on  the  fiscal  policies  of  the  Federal  Government;  and  as  a  matter  of 
protection,  both  from  fiscal  and  currency  and  banking  policies,  the  Federal 
Government  must  retain  control  over  investments.  Second,  population  shifts 
in  this  country  are  still  considerable.  From  the  point  of  view  of  a  system  of 
old-age  insurance,  the  whole  working  life  of  the  typical  worker  must  be  taken 
into  account.  Shifts  from  one  State  to  another  will  have  very  decided  effects 
upon  reserves  and  it  would  be  wholly  erroneous  to  assume  that  the  shifts  would 
cancel  each  other  out  within  individual  States.  Moreover,  the  shifts  themselves 
would  effect  changes  in  the  value  of  benefits  themselves  and  consequently  would 
be  extremely  difficult  to  deal  with  on  any  actuarial  basis.  Even  if  legislation 
in  48  States  were  absolutely  uniform,  the  value  of  an  annuity  o-f  a  given  amount 
to  an  individual,  payable  some  years  in  the  future,  would  vary  widely  from  State 
to  State. 
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Third,  under  a  system  of  compulsory  contributory  old-age  insurance,  in  which 
benefits  are  considerably  more  liberal  than  under  existing  old-age  pension  laws, 
distinct  effects  on  botli  the  demand  and  the  supply  side  of  the  ]ai:)or  market  may 
be  expected.  The  boundaries  of  the  labor  markets,  of  course,  do  not  follow 
State  lines;  and  in  some  industries,  at  least,  the  market  is  essentially  national. 
Any  assvunption  that  the  laws  of  the  48  States  would  be  uniform  is  probably 
absurd  and  would  tend  still  further  to  produce  disparate  results  in  different  geo- 
graphical sections  of  the  laltor  market.  Old-age  insurance  is  on  the  whole  the 
most  costly  form  of  social  insurance.  Difference  in  the  i^rovisions  of  the  systems 
in  the  several  States  would,  on  the  whole,  tend  to  be  a  more  disru])ting  influence 
in  competitive  situations  than  would  differences  in  probably  any  other  form  of 
social  insurance.  Finally,  to  rely  on  State  action  would  mean  precisely  what 
has  been  the  case  in  most  other  forms  of  social  legislation — that  action  would  be 
inadequate  and  long  delayed. 

It  seems  to  me  clear  that  all  these  considerations  lead  to  the  conclusion  that 
the  old-age  insurance  system  not  only  is  necessary  but  ought  to  be  initiated  at 
the  earliest  possible  moment.  This  line  of  reasoning  also  leads  to  the  view  that 
while  tlie  benefit  rates  should  start  at  a  relatively  high  point,  large  initial  con- 
trilnitions  from  either  employers  or  emjiloyees  would  be  undesirable:  First,  as 
impeding  the  progress  of  recovery;  second,  as  building  up  excessive  funds,  creat- 
ing new  investment  problems  and  disrupting  existing  c'lannels  of  investment; 
and  third,  as  transferring  purchasing  power  from  one  set  of  industries  to  another 
in  an  undesirable  manner. 

The  system  as  set  up  in  S.  1130  will  be  self-supporting  for  a  generation  at 
least.  It  does  not  seem  to  me  a  serious  obstacle  to  the  adoption  of  a  sound 
system  of  social  insurance  that  the  exact  manner  of  financing  the  scheme  40 
years  hence  cannot  be  determined  accurately  at  the  }iresent  time. 

I  wish  to  point  out  that  until  a  system  of  this  sort  is  started,  all  calculations 
as  to  costs  and  expenditures,  and  hence  all  the  fundamental  data  on  which  a 
sound  decision  can  be  made,  are  based  on  assumptions  which  are  open  to  a  large 
margin  of  error.  It  may  be  of  some  value  to  enumerate  briefly  the  type  of  as- 
sumptions which  have  been  necessary  to  arrive  at  the  acturial  estimates  which 
have  been  submitted  to  this  conmiittee.  These  estimates  have  been  made  by 
competent  actuaries  and  have  been  subject  to  the  scrutiny  of  the  Advisory 
Board  whose  professional  competence  is  beyond  question.  Other  actuaries 
would  perhaps  arrive  at  somewhat  different  results.  It  is  only  fair  to  these 
actuaries  to  say  that  they  realize  the  calculations  contain  assumptions  which 
may  prove  wide  of  the  mark,  and  that  they  are  of  a  fundamentally  different 
kind  from  those  which  actuaries  are  called  upon  to  make  in  connection  with 
fixing  premium  rates  and  making  valuations  for  private  insurance  companies. _ 

First  of  all,  these  estimates  involve  a  projection  of  the  total  future  population. 
This  projection  was  taken  largely  from  the  studies  of  population  experts  such  as 
Drs.  Thompson  and  Whelpton,  of  the  Scripps  Foundation  for  Population  Re- 
search, and  Dr.  O.  E.  Baker,  of  the  Department  of  Agriculture.  It  has  been 
assumed  that  the  population  will  rise  gradually  to  150  million  in  1975.  On  the 
basis  of  this  first  assumption  age  distributions  have  been  projected  on  the  basis 
of  the  1930  census,  with  the  assumption  that  the  mortality  among  white  males 
in  the  population  in  the  period  1920-29  will  apply  to  the  whole  population  in 
the  future.  This  makes  some  slight  allowance  for  improved  mortality.  It  has 
been  assumed  that  initially  the  insured  population  would  be  about  33  million  and 
would  rise  by  1980  to  approximately  48  millions  of  persons.  It  has  been  further 
assumed  that  in  the  early  years  of  operation  of  the  system,  33  percent  of  the 
population  65  and  over  would  qualify  for  annuities  under  it,  and  that  this  pro- 
portion would  rise  gradually  to  60  percent.  It  has  been  assumed  that  the 
changes  in  salaries  and  wages  by  age  would  be  such  that  the  cost  calculations 
could  be  based  on  the  assumption  that  salaries  remained  constant. 

It  has  been  further  assumed  that  the  net  immigration  would  be  100,000  per 
year,  distributed  as  to  age  according  to  immigration  in  recent  years,  and  that 
survivorship  of  these  immigrants  could  be  determined  on  the  basis  of  the  same 
mortahty  table  as  was  used  in  the  other  calculations.  And,  finally,  it  has  been 
assumed  that  interest  would  be  earned  at  the  rate  of  3  percent  per  annum  on  any 
accumulated  funds.  All  allowance  for  shifts  in  and  out  of  insured  occupations  is 
implicit  in  these  foregoing  assumptions. 

The  calculations  which  have  been  presented  could  not  have  been  made  at  all 
without  some  assumption,  implicit  or  otherwise,  on  all  these  points;  and  there  will 
be  no  serious  disagreement  as  to  their  reasonableness.  In  the  absence  of  a  system 
of  old-age  insurance  which  would  yield  data  permitting  specific  measurements  of 


ECONOMIC    SECUEITY    ACT  761 

each  of  the  factors  involved,  no  better  estimate  could  be  made  5  years  from  now. 
But  until  the  system  of  old-age  insurance  yields  its  own  data  there  can  be  no 
competent  final  determination  of  the  financial  foundations  for  this  or  any  other 
scheme  of  old-age  insurance.  We  can  proceed  as  soundly  today  on  measures  of 
this  sort  as  we  can  1  year,  or  5  years,  or  10  years  in  the  future. 

The  Chairman.  Miss  Helen  Hall. 

STATEMENT  OF  HELEN  HALL,  NEW  YORK  CITY,  PRESIDENT  NA- 
TIONAL FEDERATION  OF  SETTLEMENTS,  DIRECTOR,  HENRY 
STREET  SETTLEMENT,  MEMBER,  ADVISORY  COUNCIL  TO  THE 
COMMITTEE  ON  ECONOMIC  SECURITY 

Miss  Hall.  In  time  of  war,  when  it  is  a  matter  of  risking  life  for 
one's  country,  we  do  not  leave  it  for  each  State  to  decide  whether,  or 
how,  the  risk  be  taken.  As  an  American,  not  as  a  Virginian  or  New 
Yorker,  the  soldier  risks  his  life.  No  other  hazard,  not  war  itself,  so 
menaces  family  life  and  casts  a  shadow  over  the  lives  of  children  as 
economic  insecurity,  and  when  it  comes  to  this  greatest  risk  of  life 
and  happiness,  we  should  not  leave  the  terms  of  protection  solely  to 
the  States.  I  urge  that  in  the  provisions  of  the  Wagner-Lewis  bill, 
the  unemployed  man  be  given  fuller  protection  by  his  national 
Government. 

This  is  not  an  emergency  act  but  one  which  tries  to  deal  with  a 
permanent  disability.  Not  only  have  the  hard  times  made  us  con- 
scious of  that  need,  but  they  have  shown  us  how  our  failure  to  meet 
it  in  normal  times  has  compounded  misery  in  bad.  Neighborhood 
workers  live  close  to  working  people  in  all  their  vicissitudes.  Ever 
since  1928  the  Settlements  have  made  Nation-wide  studies  of  the 
results  of  unemployment  on  families  in  the  United  States  and  have 
also  studied  the  effects  of  the  English  unemployment  insurance  sys- 
tem on  British  workers  and  their  families. 

On  April  1,  1930,  I  was  asked  to  bring  the  results  of  an  inquiry  into 
unemployment  in  good  times,  made  by  the  National  Federation  of 
Settlements  in  1928-29,  to  hearings  before  a  Senate  subcommittee  of 
the  Committee  on  Commerce,  which  was  then  considering  the  Wagner 
bills  of  that  day  on  pubUc  works,  precise  information  on  unemploy- 
ment, and  the  establishment  of  a  national  employment  service  system* 
Senator  Wagner  has  been  a  pioneer  in  this  field,  and  we  have  been 
deeply  appreciative  of  his  leadership  throughout  the  years  when  it 
was  hard  to  get  a  hearing  for  our  unemployed  neighbors. 

Last  year  we  testified  in  favor  of  the  Wagner-Lewis  unemployment 
insurance  bill,  strongly  urging  its  enactment.  Today  re  recognize  the 
Wagner-Lewis  economic  security  bill  as  a  great  advance  over  the  past 
in  many  of  its  provisions,  but  we  feel  that  the  section  dealing  with 
unemployment  is  a  step  backward. 

I  should  like  to  incorporate  at  this  point  a  resolution  passed  by  the 
board  of  directors  of  the  National  Federation  of  Settlements,  with 
members  present  from  Chicago,  Boston,  Philadelphia,  Columbus, 
Detroit,  Wilkes-Barre,  Orange,  Pittsburgh,  Cleveland,  and  New  York. 

Be  it  resolved,  That  we  endorse  the  security  program  of  the  Roosevelt  adminis- 
tration, embodied  in  the  new  Wagner-Lewis  bill  for  unemployment  insurance. 
The  first  Wagner-Lewis  bill  for  unemployment  insurance,  introduced  last  year 
with  the  backing  of  the  administration,  provided  for  a  5-percent  pay-roll  tax  and 
for  national  standards  below  which  the  States  should  not  fall.  The  present  bill 
is  a  step  backward  at  both  points.  It  provides  for  a  3-percent  tax,  and  carries 
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no  standards  whatever  as  to  amount  or  length  of  benefits  or  as  to  other  factors 
which  must  be  laid  down  if  the  workers  of  the  Nation,  as  a  whole,  are  to  get 
protection  through  unemployment-insurance  compensation. 

The  report  of  the  President's  Committee  on  Economic  Security  recommended 
"a  cooperative  Federal-State  system,  which  permits  variations  in  State  laws  but 
insures  uniformity  in  respects  in  which  uniformity  is  absolutely  essential."  But 
what  are  the  absolute  essentials  set  in  the  new  Wagner-Lewis  bill?  The  bill  calls 
for  a  uniform  pay-roll  tax  on  all  the  employers  of  America,  so  that  the  employers 
of  any  one  State  may  be  protected  against  unfair  competition  from  the  employers 
in  otiier  States  should  they  set  a  lower  tax  or  none  at  all.  The  bill  calls  for  pro- 
tecting the  funds  raised  by  placing  them  in  the  hands  of  the  Federal  Treasury. 
But  this  is  where  national  uniformity  stops.  So  far  as  the  protection  of  the 
unemployed  themselves  is  concerned,  the  States  are  left  free  to  experiment. 

The  acturial  tal:)les  put  before  the  States  as  a  basis  for  their  experimentation 
indicates  that  the  3-percent  pay-roll  tax  proposed  will  aflFord  only  15  weeks 
coverage  at  haK  wages  provided  that  first  the  unemployed  worker  must  go 
through  a  waiting  period  of  4  weeks  without  benefit.  These  actuarial  tables 
show  that  on  a  5-percent  tax  base,  the  waiting  period  can  be  cut  down  to  2  weeks 
and  the  benefit  period  raised  to  30. 

We  believe  that  nothing  less  than  that  coverage  will  make  unemployment 
compensation  practical  as  a  first  line  of  defense  for  American  workers.  Without 
such  standards,  we  will  be  forced  to  combine  relief  with  unemployment  insurance 
in  order  to  meet  family  need  in  many  cases. 

The  Wagner-Lewis  bill  provides  for  Federal  aid  in  the  case  of  child  health, 
health  services,  dependent  children,  crippled  children,  old  age.  Why  draw  the 
line  at  the  greatest  hazard  of  all — insecurity  in  emploj^ment? 

We  believe  that  national  minimum  standards  of  protection,  below  which  no 
State  can  go,  are  the  crux  of  Federal  legislation  in  this  field.  We  believe  that 
the  Federal  pay-roll  tax  of  3  percent  on  the  employers  of  each  State  should  be 
matched  by  a  contribution  of  at  least  2  percent  from  the  Federal  Treasury  itself, 
so  that  through  the  income  tax  all  of  us  will  share  in  meeting  the  cost  of  that 
security,  and  stability  in  our  economic  life,  on  which  all  of  us  depend. 

New'  York,  January  26-27,  1935. 

Helen  Hall,  President. 
LiLLiE  Peck,  Secretary. 

It  is  a  common  belief  that  it  is  wiser  to  make  a  start,  even  though 
a  poor  one,  with  the  hope  of  working  toward  something  better. 
However,  in  this  instance,  the  provisions  for  unemployment  compen- 
sation in  the  draft  of  the  Wagner-Lewis  bill  before  you,  are  so  inad- 
equate and  will  lead  to  such  great  inequalities  in  protection  that 
many  of  us  would  question  whether  they  will  not  discredit  this  form 
6i  providing  economic  security.  The  bill  should  not  stop  with 
employing  the  force  of  congressional  action  to  keep  the  funds  raised 
in  Federal  hands  and  to  insure  that  all  employers  will  be  subject  to 
the  same  tax.  These  are  money  provisions.  We  are  dealing  with  a 
risk  borne  by  men,  women,  and  children  and  how  to  safeguard  their 
livelihoods  against  it.  Along  with  these  funds  and  tax  requirements 
should  go  certain  minimum  standards,  if  unemployment  compensation 
is  to  mean  anything  as  a  Nation-wide  protection  to  the  workers  of 
America  against  a  hazard  which  knows  no  State  boundaries.  Mini- 
mum standards  covering  at  least  length  of  benefit,  amount  of  benefit, 
length  of  waiting  period,  qualifications  for  benefit,  the  maximum 
wages  to  be  covered  by  this  act,  the  claims  of  part-time  workers  and 
of  employees  who  move  from  one  State  to  another. 

To  allow  the  State  to  keep  the  3  percent  tax  without  assuring 
without  assuring  these  rights  to  the  workers,  seems  a  denial  of  the 
purpose  of  the  bill.  For  example,  a  weekly  benefit  so  low  that  a 
family  getting  it  must  turn  to  public  relief  or  private  charity  to  make 
ends  meet  would  most  certainly  defeat  one  of  the  objects  of  the 
measure — that  is,  to  supply  self-respecting  protection  against  a 
hazard  over  which  the  worker  has  no  control  and  which  thus  far,  in 
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the  large,  has  proved  iincontrollable.  So  long  as  it  exists  and  is 
uncontrolled,  unemployment  compensation  is  one  way  of  adjusting 
the  loss  so  that  the  unemployed  themselves  and  their  children  shall 
not  bear  the  whole  burden  of  lost  earnings,  with  resulting  depreva- 
tion  and  misery.  We  are  doing  this,  however,  in  name  only  if  the 
compensation  is  totally  inadequate. 

As  an  illustration  of  the  need  for  national  standards,  take  the 
present  New  York  bill.  Last  year  when  the  minimum  benefit  of  $7 
a  week  was  put  in  the  Wagner-Lewis  bill,  its  inadeqiuicy  was  sharply 
challenged.  It  was  argued  at  that  time  that  it  could  be  no  higher 
because  of  the  low  wage  rates  in  the  South.  It  was  assumed  and 
said  that  the  industrial  vStates  of  the  North  where  wages  and  the  cost 
of  living  are  much  higher  would,  of  course,  provide  a  minimum  above 
that  set  by  the  national  law.  As  a  matter  of  fact,  the  official  bill 
introduced  in  this  year's  session  of  the  New  York  legislature  has  a 
minimum  not  of  $7  a  week,  but  $5.  If  in  the  absence  of  national 
standards,  one  advanced  industrial  State  sets  a  level  so  low,  one 
wonders  what  the  minimum  in  industrially  backward  States  will  be, 
with  no  national  standard  to  hold  to. 

I  have  spoken  of  the  inadequacy  of  benefit  in  the  amount  which 
may  throw  families  partially  on  relief.  There  is  the  further  inade- 
quacy in  length  of  benefit  which  when  workers  have  exhausted  their 
rights,  will  throw  families,  whose  savings  are  spent  wholly  on  relief. 

Statistical  tables  prepared  by  the  technical  staff  of  the  advisory 
council  on  the  basis  of  censuses  of  unemployed  from  1922  to  1933, 
went  to  show  that  in  "good  times"  54  percent  of  the  unemployed 
wage  earners  would  have  fallen  outside  the  15  weeks'  benefit  period 
said  to  be  provided  by  a  3  percent  pay-roll  tax.  Twenty-six  percent 
would  have  fallen  in  the  4  weeks'  waiting  period  and  28  percent  would 
have  exhausted  their  benefit.  Wliile  we  have  yet  to  accumulate 
comprehensive  statistical  information  in  regard  to  unemployment, 
what  we  have  would  seem  to  indicate  clearly  that  a  large  share  of  the 
unemployed  in  normal  times  would  be  without  protection  on  a  15 
weeks'  coverage.  That  15  weeks  is  an  estimated  actuarial  average 
that,  taking  the  country  as  a  whole,  could  be  supplied  from  a  3-per- 
cent tax.  States  with  little  unemployment  might  be  able  to  increase 
it,  but  that  w^ould  mean  other  States  would  be  obliged  to  cut  it  down 
if  their  funds  were  to  remain  solvent.  It  is  too  short  for  security 
and  short  as  it  is,  it  is  nationally  uncertain  under  the  bill. 

An  American  innovation,  as  far  as  ideas  go,  is  the  recommendation 
of  the  Committee  on  Economic  Security  that  there  should  be  "work 
assurance"  after  the  unemployment  compensation  of  a  worker  is 
exhausted.  Such  work  benefits  as  are  to  be  supplied  by  the 
$4,000,000,000  appropriation  for  emergency  employment.  The 
Wagner-Lewis  bill  does  not  indicate  how  such  a  plan  is  to  be  welded 
into  the  various  State  compensation  experiments.  Those  of  as  who 
are  closely  in  touch  with  the  unemployed  people  of  our  neighborhoods 
feel  strongly  that  work  is  preferable  to  either  insurance  or  relief,  but 
that  so  far  it  has  not  proved  flexible  enough  or  sure  enough  to  be 
offered  in  the  place  of  unemployment  compensation  for  a  long  enough 
period  to  count.  Certainly  lack  of  program  in  the  Wagner-Lewis 
bill  would  give  no  ■  sense  of  security  on  this  point.  At  best  the 
American  work  benefit  would  take  over  at  the  point  where  the 
compensation  stops,  just  as  the  extended  cash  benefits  of  the  British 
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system  take  over  where  its  straight  insurance  coverage  stops.  But 
the  straight  insurance  of  the  British  system  runs  not  for  15  weeks,  as 
is  proposed  for  our  compensation  plan,  but  for  26. 

Our  British  inquiry  showed  us  what  tliis  long  benefit  meant  to 
EngHsh  famihes,  and  our  American  studies  in  1928  and  1929  showed 
that  Americans  needed  the  same  length  of  protection.  This  was 
true  of  the  families  of  breadwinners  engaged  in  Ipng  hard  search  of 
jobs,  whether  their  unemployment  was  due  to  mechanization  or  to 
business  failure,  to  trade  shifts,  style  changes  or  the  other  industrial 
changes  that  throw  wage  earners  in  the  street.  If  you  follow  the 
footsteps  of  the  unemployed,  you  find  that  they  need  time  and  a  rela- 
tively free  mind  to  find  new  jobs,  and  to  swing  into  new  trades.  As 
an  English  workman  put  it  to  me,  "I  don't  see  'ow  without  countin' 
on  tea  in  'is  stomick  and  a  roof  over  'is  'ead,  an  American  'as  the 
'eart  to  find  'imself  a  job." 

You  and  I  might  differ  as  to  the  amount  or  length  of  benefit  to  be 
set  at  the  start,  but  I  hope  that  we  should  not  differ  in  that,  if  we 
are  framing  a  national  system,  we  should  not  have  it  sag  in  this  State 
or  that  to  a  point  that  will  disgrace  the  whole  program.  For  instance, 
to  wait  2  weeks  for  compensation  benefit  to  begin  in  one  State  and 
perhaps  2  months  in  another  would  seem  from  the  workers'  standpoint 
an  unreasonable  concession  to  experimentation.  Greater  extremes, 
of  course,  are  possible  all  along  the  line. 

One  outstanding  advance  in  the  Wagner-Lewis  bill  of  today  is  that 
it  requires  that  in  States  that  permit  plant  accounts,  1  percent  of  the 
3-percent  pay-roll  tax  must  be  paid  into  a  State  pool,  so  as  to  safeguard 
the  workers  of  the  State  when  an  establishment  exhausts  its  reserves 
and  cuts  down  its  force.  But  such  a  State  might  nevertheless  keep 
its  benefits  so  low  and  pay  them  for  so  short  a  time  that  its  employers 
might  quickly  build  up  the  legal  reserves  that  would  enable  them  to 
drop  off  2  percent  of  the  pay-roll  tax  and  continue  only  with  1  percent 
into  the  underlying  State  pool.  Not  only  would  the  workers  of  that 
State  be  left  with  negligible  protection,  but  the  employers  of  other 
States  would  have  to  contend  with  unfair  competition. 

Minimum  protection  should  not  vary  from  State  to  State  so  that 
while  unemployment  compensation  is  a  real  protection  to  family  Hfe 
in  some  parts  of  the  country,  it  becomes  a  farce  in  others.  At  best 
under  such  a  system  the  unemployed  are  bound  to  bear  the  major 
part  of  the  wage  loss,  and  what  we  are  concerned  with  is  to  work  out 
something  dependable  through  compensation  to  cover  the  rest. 

Once  more  I  urge  that  in  the  provisions  of  the  Wagner-Lewis  bill 
the  unemployed  be  given  a  fuller  protection  by  his  Government 
against  a  hazard  which,  more  than  war  itself,  menaces  family  hf© 
and  casts  the  shadow  of  insecurity  over  the  lives  of  children. 

The  Chairman.  Thank  you  very  much.     Is  Mr.  Kolb  here? 

Mr.  Kolb.  Are  you  going  to  adjourn  the  session  for  lunch  and 
then  come  back  in  later? 

The  Chairman.  No;  we  are  going  to  adjourn  very  shortly.  If 
j'ou  have  a  statement  that  you  can  put  in  the  record,  Mr.  Kolb,  I 
would  be  glad  to  have  you  do  so. 

Mr.  Kolb.  I  do  not  care  to  do  it  that  way,  because  some  of  these 
questions  ought  to  be  heard  and  therefore  commented  on  at  this  time. 
It  is  a  question  of  choice  with  you,  of  course. 
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The  Chairman.  Well,  we  are  going  to  adjourn  here  in  about  3  or 
4  minutes.  We  have  a  number  of  witnesses  on  the  calendar  for 
tomorrow,  but  if  we  can  get  to  you  tomorrow  we  will  do  it. 

Mr.  KoLB.  I  would  prefer  to  do  it  that  way. 

The  Chairman.  Is  Mr.  Ogburn  here? 

STATEMENT  OF  CHARLTON  OGBURN,  COUNSEL  TO  AMERICAN 
FEDERATION  OF  LABOR 

Mr.  Ogburn.  Mr.  Chairman,  I  am  appearing,  in  addition  to  my 
interest  as  a  citizen,  also  as  legal  counsel  to  about  1,600  labor  organ- 
izations and  international  unions  affiliated  with  the  American  Fed- 
eration of  Labor,  to  which  I  am  also  legal  adviser,  and  I  appreciate 
the  privilege  which  I  would  like  to  use  in  confining  myself,  in  a  few 
minutes  to  the  unemployment-insurance  features  of  this  bill. 

The  Chairman.  All  right,  Mr.  Ogburni. 

Mr.  Ogburn.  As  I  go  about  the  country  I  am  deeply  impressed 
with  what  is  really  an  un-American  trait  that  is  developing — and 
that  is  fear,  that  seems  to  permeate  the  ranks  of  the  workers,  which  is 
occasioned  by  their  tenuous  employment  and  unemployment.  I 
think  I  can  relieve  some  apprehension  that  I  meet  occasionally  that 
the  worker  does  not  want  relief.  The  workers  want  work.  Many 
of  them  will  take  short  hours  rather  than  go  on  relief. 

What  we  do  need  in  this  country  is  security,  a  security  that  will 
bring  back  the  American  spirit  that  I  find  lacking  in  many  quarters. 

I  testified  before  a  Senate  committee  about  a  year  ago  and  made 
the  statement  that  I  thought  that  perhaps  the  N.  R.  A.  bill,  if  made 
permanent,  might  become  the  most  important  measure  ever  enacted 
by  an  American  Congress.  I  think  I  can  refine  that  forecast  some  by 
saying  that  it  may  well  be  that  President  Roosevelt  may  go  down  in 
history  for  this  social-security  measure  more  than  for  any  other 
measure  enacted  during  his  administration. 

I  think  that  that  may  be  the  case  with  Lloyd  George.  One  of  the 
leading  American  correspondents,  familiar  with  British  legislation, 
who  was  the  representative  of  every  American  newspaper  for  12  years 
over  there,  has  made  the  statement  that  Lloyd  George,  because  of 
the  fact  that  he  enacted  the  British  measure  in  1911,  may  be  known 
more  for  that  even  than  for  his  career  as  prime  minister  during  the  war. 

The  Chairman.  It  is  your  opinion  that  the  general  principles  of  the 
bill  are  good? 

Mr.  Ogburn.  Yes.  There  are  some  desired  changes,  of  course. 
I  think  this  is  not  only  an  emergency  measure  but  it  is  a  measure 
■of  such  utmost  importance  that  time  ought  to  be  taken  to  study  it 
and  to  bring  forth  a  bill  that  will  be  a  real  credit  to  social  security  and 
which  will  possibly  not  discount  some  of  the  objects  to  be  achieved  by 
this  bill. 

Senator  Couzens.  Have  you  any  suggested  amendments  to  make? 

Mr.  Ogburn.  I  have  a  number.  President  Green  of  the  American 
Federation  of  Labor,  I  believe  left  with  you  a  bill. 

The  Chairman.  He  left  some  suggested  amendments. 

Mr.  Ogburn.  Yes;  which  I  would  like  to  suggest,  or  at  least  urge 
upon  you  reporting  out  a  substitute  bill.  We  are  not  at  all  satis- 
fied with  the  method  of  raising  the  funds,  the  method  of  taxation  by 
which  those  funds  are  raised.     We  are  certainly  not  satisfied  with 
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the  lack  of  standards  imposed  on  States  for  obtaining  the  benfits  of 
the  Federal  funds.  We  think  in  both  of  those  respects  it  should  be 
changed. 

I  think  myself  that  a  tax  on  pay  rolls,  as  outlined  in  the  bill,  is 
likely  to  be  entirely  inadequate  and  I  think  will  prove  to  be  unsound. 
I  think  the  collection  of  pay-roll  taxes  is  going  to  be  cumbersome. 
There  are  two  pay-roll  taxes,  I  believe  in  the  bill,  and  I  think  still  a 
third  under  State  reserves.  The  graduated  tax  is  likely  to  prove 
insufRcient.     • 

The  pooled  funds,  the  pooled  reserves  I  think  are  likely  to  work  a 
hardship.  There  are  certain  industries  that  I  may  bring  to  your 
attention.  For  instance,  the  electric  railway  industry,  where  the 
pay  rolls  are  very  large  indeed.  Most  of  the  operating  cost  of  the 
electric  railways  are  labor  costs.  The  employment  in  electric  rail- 
ways is  fairly  stable  in  the  summer  and  winter,  there  is  very  little 
change  in  the  number  of  mOtormen  and  conductors.  That  pay-roll 
charge  would  be  very  large  on  electric  railways.  If  that  is  pooled, 
for  instance,  with  the  funds,  or  the  pay-roll  tax  on  the  beet-canning' 
industry,  which  operates  only  a  few  months  a  year,  we  would  have 
the  electric  railways  contribute  funds  to  support  the  unemployed  in 
the  beet-canning  industry,  where  unemployment  is  very  large. 

Senator  Couzens.  Do  you  believe  in  the  Wisconsin  unemployment 
insurance  plan? 

Mr.  Ogburn.  I  believe,  Senator,  in  a  Federal  tax  rather  than  a  tax 
on  pay  rolls,  I  mean  as  a  supertax  on  incomes.  I  think  we  have  accom- 
plished two  things  or  three  things  that  way.  I  think  we  would  raise 
an  adequate  sum  and  I  think  we  could  do  it  without  a  great,  cumber- 
some machinery,  tax-collecting  machinery.  The  tax-collecting  ma- 
chinery on  income  taxes  is  great  enough  as  it  is. 

Senator  Couzens.  Do  you  think  it  can  be  created  for  a  specific 
purpose? 

Mr.  Ogburn.  I  think  it  could  be  created  for  a  specific  purpose.  I 
think  the  third  object  accomplished  by  it  would  be  a  remedying  of  one 
of  the  greatest  social,  financial,  and  economic  ills  of  this  country;  that 
is,  the  building  up  of  huge  cash  reserves  by  very  large  corporations. 
I  think  the  supertax,  income  tax  would  tend  to  keep  the  funds  in 
circulation  and  prevent  their  being  accumulated  in  large  holdings  of 
these  very  large  corporations. 

Senator  Couzens.  Have  you  given  ar}'^  consideration  to  an  excess 
profits  tax? 

Mr.  Ogburn.  I  tldnk  that  would  probably  be  the  best  method 
both  from  the  point  of  efficiency  and  the  point  of  financial  and  social 
soundness  and  reasonableness.  I  would  like  to  supply  you  ^\'ith  a 
number  of  copies  of  this  substitute  bill. 

The  Chairman.  We  have  them,  Mr.  Ogburn.  I  was  going  to  sug- 
gest to  you,  Mr.  Ogburn,  if  there  are  any  particular  things  that  you 
want  to  add  to  your  statement,  if  there  are  any  further  suggestions 
in  elaboration  of  your  views,  we  would  be  glad  to  put  them  in  the 
record. 

Mr.  Ogburn.  May  I  have  that  privilege?  Then  I  will  send  it  in 
tomorrow.  I  feel  that  there  are  some  further  facts  that  I  would  like 
to  bring  out. 

(Additional  statement  by  Mr.  Ogburn  follows:) 
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Statement  of  Charlton  Ogburn,  New  York,  N.  Y.,  February  12,  1935 

Mr.  Chairman  and  members  of  the  committee: 

I  am  grateful  for  the  privilege  of  addressing  myself  briefly  to  the  unemploy- 
ment-insurance section  of  this  bill,  in  which  I  am  deeply  interested,  not  only  as  a 
citizen,  but  as  a  legal  counsel  to  about  1,600  labor  unions  and  their  international 
organizations  affiliated  with  the  American  Federation  of  Labor,  to  whom  I  am 
also  counsel. 

As  I  travel  throughout  the  country,  advising  with  union  workers,  I  am  deeply 
impressed  with  the  spirt  of  fear  which  is  becoming  prevalent  among  all  workers, 
a  very  un-American  spirit,  but  one  which  is  naturally  occasioned  by  the  insecurity 
which  comes  from  the  tenuous  employment  these  workers  have  and  from  their 
knowledge  of  the  unemployment  of  10,000,000  of  them. 

No  greater  accomplishment  can  be  made  by  this  Congress  and  this  Adminis- 
tration than  to  restore  to  the  workers  of  America  a  feeling  of  security. 

In  a  statement  before  a  Senate  committee  a  year  ago  I  made  the  hasty  predic- 
tion that  the  N.  I.  R.  A.  Act,  if  made  permanent,  might  well  become  the  most 
important  piece  of  legislation  ever  enacted  by  an  American  Congress.  I  make  the 
prediction  today  that  President  Roosevelt  will  be  known  in  history  for  his  spon- 
soring and  introduction  of  the  Economic  Security  Act  rather  than  for  any  other 
act  of  his  administration.  There  is  an  analogy  to  Lloyd  George,  who,  in  1911,  was 
responsible  for  the  enactment  by  the  British  Parliament  of  the  British  unemploy- 
ment-insurance measure  and  whose  place  in  history  may  rest  more  on  that  achieve- 
ment than  on  any  otlier.  May  I  quote  from  a  friend  of  mine  who  for  20  years  has 
been  one  of  the  best-informed  American  newspaper  correspondents  in  Europe: 

"What  is  hard  to  explain  in  a  country  without  a  working  security  system  is 
the  difference  it  makes  in  the  state  of  mind  of  a  country.  The  mental  background 
of  the  British  is  more  peaceful  than  ours,  not  because  of  pride  in  the  rising  level 
of  humanity,  but  because  of  the  greatly  enhanced  safety.  The  social  system,  they 
feel  there,  has  been  fundamentally  rebuilt  though  they  still  have  a  capitalist 
society.  What  is  more,  tiie  security  system  is  regarded  not  as  a  transition  to  a 
new  Socialist  order  but  as  essential  to  the  preservation  of  ca]ntalism.  The 
esta!:>lishment  of  tlie  system  is  recognized  as  the  biggest  thing  the  country  has 
done  in  a  generation.  And  many  believe  that  Lloyd  George,  who  is  more  responsi- 
ble for  it  than  any  other  individual,  will  be  ]>laced  higlier  for  it  in  historj'  than  for 
his  leadership  in  helping  win  the  war.  And  from  conversation  witli  liim  on  this 
point  I  can  say  that  he  thinks  so  himself." 

The  tremendous  importance  of  this  Economic  Security  bill  sliould  insure  its 
careful  consideration  by  this  committee.  It  is  not  an  emergency  measure,  It  is 
agreed  that  time  will  be  required  for  its  proper  introduction  and  for  administrative 
procedure.  The  experience  of  other  nations  over  many  years  in  unemployment 
insurance  can  well  be  studied  to  advantage  by  this  committee.  I  spent  2  or  3 
years  in  Europe  out  of  the  past  9  years.  I  realized  in  European  countries  that 
unemployment  insurance  is  now  taken  for  granted  and  is  necessary  legislation. 
The  experience  of  tliese  nations  should  certainly  be  made  use  of  by  this  committee 
in  reporting  out  a  bill. 

The  present  bill,  S.  1130,  is  excellent  in  many  respects  but  in  its  Unemployment 
Insurance  Section  it  has  serious  defects  which  by  all  means  should  be  cured  before 
the  enactment  of  the  bill.  To  those  who  say  that  a  half  of  a  loaf  is  better  than 
none,  I  reply  that  a  legislative  act  sound  in  principle  and  desirable  in  its  objectives 
may  have  defects  that  may  well  bring  about  its  failure. 

First  of  all,  the  method  of  "finding  the  funds",  as  the  British  say,  as  provided 
for  in  title  VI,  section  601,  will  likely  prove  inadequate  and  economically  unsound. 
This  section  provides  that  if  the  indiistrial  production  averages  for  the  year 
ending  September  30,  1935,  are  not  more  than  84  percent  of  the  average  for  the 
years  1923-25,  the  tax  then  for  the  coming  year  would  be  only  1  percent  of  the 
employer's  pay  roll.  Selection  of  the  years  1923-25  as  100,  although  justifiable 
for  certain  figures  compiled  by  the  Bureau  of  Labor  Statistics,  may  prove  a  very 
unfortunate  selection  for  the  purposes  of  this  task.  With  curtailed  production 
under  many  of  the  codes,  with  a  greatly  decreased  foreign  trade  in  which  there 
is  little  present  prospect  of  improvement,  and  with  production  for  1934  only  2 
percent  above  1933,  it  is  conceivable  that  the  3-percent  tax  might  not  be  reached 
for  many  years.     A  more  adequate  provision  would  be  a  straight  tax  of  5  percent. 

This  committee,  if  it  uses  pay-roll  tax,  in  our  opinion,  should  consider  nothing 
less  than  a  straight  5-percent  tax. 

The  constitutionality  of  this  method  of  raising  the  funds  has  been  attacked,  I 
believe,  by  the  counsel  for  the  National  Association  of  Manufacturers.  I  would 
like  to  submit  to  your  committee  a  brief  on  the  constitutionality  of  this  tax. 
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The  power  of  the  Federal  Government  tax  is  very  exckisive  and  is  inherent  in 
every  sovereignty.  The  Constitution,  article  I,  section  8,  expressly  confers  upon 
Congress  the  taxing  power:  "The  Congress  shall  have  power  to  lay  and  collect 
taxes,  duties,  imposts,  and  excises,  to  pay  the  debts  and  provide  for  the  common 
defense  and  general  welfare  of  the  United  States;  *  *  *",  and  here  must  be 
found  the  power  to  impose  the  tax  provided  for  in  the  social  security  bill. 

The  Supreme  Court,  except  for  a  brief  period  prior  to  the  Civil  War,  has  laid 
no  serious  restrictions  to  the  power  of  the  Congress  to  lay  and  collect  taxes  for 
"the  general  welfare"  of  the  United  States. 

I  recommend,  however,  to  this  committee  for  its  consideration  another  means 
of  raising  the  funds  for  the  payment  of  the  pensions  and  unemployment  insurance 
provided  for  in  this  bill.  A  pay-roll  tax  is  extremely  difficult  of  collection.  An 
army  of  accountants  is  already  necessary  for  the  collection  of  the  income  tax. 
Another  army  of  accountants  would  be  necessary  for  the  collection  of  this  tax  and 
for  checking  the  accuracy  of  pay-roll  records.  Much  of  it  would  be  a  duplication 
of  the  work  done  in  collecting  the  income  tax. 

A  better  method,  it  seems  to  me,  of  raising  the  funds  is  by  having  payments 
made  directlj'  from  the  proceeds  of  the  Federal  income  tax  increased  by  an  excess- 
profits  tax  or  a  surtax  on  corporations  in  the  higher  brackets.  This  surtax,  in 
addition  to  providing  these  funds,  would  tend  to  remedy  one  of  the  greatest 
social  and  economic  evils  in  America,  the  accumulation  of  huge  funds  by  large 
corporations,  and  the  tendency  to  hold  these  funds  in  the  banks  instead  of  keeping 
them  in  circulation. 

The  income  tax  is  also  admittedly  constitutional.  Not  even  the  counsel  for  the 
National  Association  of  Manufacturers  could  dispute  its  constitutionality. 

The  provision  in  the  present  bill  for  the  pooling  of  company  funds  seems  to  me 
inequitable.  For  instance,  in  the  electric  railway  industry,  employment  is  stable 
with  small  turn-over  and  uniform  throughout  the  year,  with  the  labor  costs 
representing  a  very  high  proportion  of  the  cost  of  operation ;  therefore  having  large 
pay  rolls.  Should  there  be  a  5-percent  tax  on  the  pay  rolls  of  these  electric  rail- 
ways to  provide  for  unemployment  insurance  in  the  pea-canning  industry  where 
employment  is  seasonal,  or  in  the  automobile  industry  where  there  is  a  large 
turn-over? 

I  would  like  to  have  the  privilege  of  submitting  to  you,  as  the  best  means  of 
bringing  to  your  attention  the  changes  I  urge  in  this  measure,  a  substitute  bill, 
with  the  urgent  request  that  your  committee  carefully  consider  the  improve- 
ments, as  I  believe  them  to  be,  and  report  out  the  substitute  bill  instead  of  the 
present  bill.     The  main  changes  in  the  substitute  bill  are  as  follows: 

1.  Grant-in-aid  to  States  with  no  credits  or  rebates  to  employers. 

2.  Minimum  standards  required  of  States  in  their  unemployment  compensa- 
tion laws  before  being  permitted  to  receive  Federal  allotments  or  grants,  pro- 
vided for  in  section  406  of  this  act,  additional  to  the  requirement  in  sections  407  and 
602  of  this  act: 

(a)  Waiting  time  shall  not  be  more  than  one  week; 

(b)  Unemployed  insured  may  draw  compensation  for  26  weeks  if  unemployed 
and  unable  to  obtain  work; 

(c)  Unemployed  insured  to  receive  during  these  26  weeks,  or  any  portion 
thereof  he  is  unemployed  or  unable  to  obtain  work,  50  percent  of  his  normal 
wages  with  a  maximum  of  $15  a  week; 

(d)  Which  does  not  permit  a  company  or  industry  "pooled"  fund; 

(e)  Which  does  not  permit  a  company  or  industry  reserve  or  separate  account; 
(/)    Which  prohibits  compulsory  contributions  by  labor. 

3.  Federal  funds  to  be  raised  by  a  straight  5-percent  tax  on  pay  rolls. 

4.  Striking  sections  607  and  608  of  the  Wagner  bill,  S.  1130. 

On  the  old-age  provisions  I  have  reduced  the  years  by  five,  with  the  age  limit 
of  60  by  1940  and  with  the  compensation  initiated  at  65. 

I  have  provided  that  at  least  one  member  of  the  Social  Insurance  Board  shall 
be  appointed  from  the  ranks  of  labor. 

There  is  a  very  close  relation  between  unemployment  insurance  and  collective 
bargaining.  Unless  workers  are  to  have  the  benefits  of  collective  bargaining 
through  their  own  self-organization,  which  they  will  have  if  this  Government 
will  prevent  the  employers  from  interfering  with  that  right,  then  workers  will 
be  able,  not  only  to  prevent  a  pay-roll  tax  from  being  taken  out  of  their  wages, 
but  will  be  able  in  many  ways  to  aid  in  the  administration  of  this  measure.  The 
enactment  of  a  law  preventing  employers  from  interfering  with  the  organization 
of  employees  for  collective  bargaining  is  therefore  a  proper  corollary  to  the  enact- 
ment of  an  economic  security  bill. 
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This  bill  as  drawn  with  no  standards  required  of  States  and  with  the  rebate 
or  credit  of  90  percent  to  employers  makes  what  will  be  quite  a  patchwork  of 
Federal-State  unemployment  insurance  laws.  We  could  easily  have  48  different 
systems,  many  in  conflict  with  one  another,  working  injustice  to  the  unemployed 
instead  of  operating  for  their  benefit  and  entailing  a  great  deal  of  confusion. 
State  lines  do  not  bar  the  removal  of  workers  from  one  plant  to  another.  The 
mobility  of  labor  in  the  United  States  is  very  great.  Steel  workers  go  easily 
from  Ohio  to  Pennsylvania;  automobile  workers  from  Michigan  to  Wisconsin. 
What  we  need  is  a  uniform  Federal  statute  with  the  subsidy  or  grant-in-aid  to 
States  with  minimum  standards  required  of  these  States  so  that  we  will  not 
have  this  hodge-podge  or  patchwork  but  a  uniform  law. 

The  Chairman.  Thank  you  very  much.     Mr.  McCulloch. 

STATEMENT  OF  FRANK  W.  McCULLOCH,  REPRESENTING  CHICAGO 
WORKERS  UNEMPLOYMENT  COMMITTEE 

Mr.  McCulloch.  Mr.  Chairman,  I  represent  an  unemployed  group 
that  you  are  attempting  to  deal  with  and  perhaps  their  suggestions 
will  not  be  completely  without  value. 

The  Chairman.  Whom  do  you  represent? 

Mr.  McCulloch.  The  Chicago  Workers  Unemployment  Commit- 
tee's group  in  Chicago,  composed  of  some  35  locals  there.  Of  course, 
their  paid-up  membership  is  not  large,  they  haven't  enough  money. 
They  are  affiliated  with  the  Illinois  Workers'  Alliance,  which  is  the 
largest  State  group  of  organized  unemployed,  composed  of  some  235 
locals  throughout  the  State  of  Illinois,  and  they  are  intensely  interested 
in  the  whole  problem  of  social  security  and  the  matter  of  unemploy- 
ment   insurance. 

The  Chairman.  Do  they  generally  endorse  this  measure? 

Mr.  McCulloch.  They  endorse  the  principle  of  social  security, 
but  they  are  far  from  satisfied  with  what  the  bill  proposes  to  do. 
I  think  the  Senate  should  realize  that  and  should  appreciate  that  it  is 
going  to  be  hard  to  make  any  such  proposition  prevail  unless  it  does 
meet  with  the  approval  of  these  groups  of  unemployed. 

I  think  if  you  have  examined  the  bill  which  is  commonly  called 
the  ''Lundeen  bill",  which  provides  for  a  system  of  immediate 
benefits,  you  would  know  the  passage  of  this  measure  is  not  going  to 
allay  greatly  the  disappointment  of  any  of  the  citizens  of  this  country 
and  their  feeling  that  there  is  nothing  that  is  promising  to  them  for 
immediate  security. 

We  talk  a  good  deal  about  building  a  first  line  of  defense.  The  war 
is  now  on.  To  be  sure  this  bill  may  provide  only  for  some  future 
war.  You  may  say  it  is  the  business  of  the  people  to  deal  with  future 
wars  now,  to  provide  now  for  future  wars,  but  we  think  we  should  deal 
with  the  war  that  is  facing  us  now.  The  bill  which  is  now  up  purports 
to  deal  with  the  provision  for  jobs  for  no  more  than  Sji  million,  out 
of  the  conservatively  estimated  11  million  men  in  the  country  who  are 
now  without  employment. 

The  Chairman.  So  your  organization  is  in  favor  of  the  Lundeen 
bill  but  not  in  favor  of  this  bill? 

Mr.  McCulloch.  That  is  correct. 

The  Chairman.  Have  you  a  further  statement  to  elaborate  your 
views?     Have  you  a  statement  in  printed  form? 

Mr.  McCulloch.  No,  sir;  I  have  not.  I  have  come  to  Washington 
on  very  short  notice  and  I  have  not  had  an  opportunity  to  prepare  a 
statement. 
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The  Chairman.  We  will  give  you  the  privilege  to  elaborate  your 
views,  if  you  prepare  them  in  writing  and  hand  the  statement  to  the 
clerk.     We  will  see  that  it  is  placed  in  the  record. 

Mr.  McCuLLOCH.  I  will  be  glad  to  prepare  a  statement. 

May  I  second  what  has  been  said  about  the  inadequacy  of  dealing 
with  future  needs.  I  appreciate  that  is  all  you  are  attempting  to  do 
here.  I  make  the  point  that  you  must  deal  with  present  needs  unless 
you  want  the  unemployed  to  become  impatient.  I  find  an  increasing 
suUenness  on  the  part  of  my  group.  No  social-security  legislation 
that  is  designed  to  do  anything  that  does  not  deal  with  the  present 
will  diminish  this  sullenness. 

I  want  to  stress  the  high  standards  that  should  be  set  up.  The 
standards  should  be  set  up  in  such  a  way  that  the  States  will  not  be 
able  to  set  up  such  inadequate  provisions  as  will  not  comply  with 
the  present  condition  of  the  people  in  the  country.  Now  as  to  the 
necessity  of  setting  up  high  standards  I  recommend  that  the  committee 
itself  examine  some  of  the  hearings  of  the  House  Subcommittee  on 
Labor,  which  has  been  taking  the  testunony  of  groups  supporting  the 
Lundeen  bill,  in  order  to  test  the  sense  of  the  people  and  their  temper, 
because  it  is  terribly  important  that  we  attempt  to  deal  with  the  pres- 
ent insecurity. 

(The  statement  previously  referred  to  appears  here:) 

Statement  of  Frank   W.    McCulloch,   Chairman  Chicago  Workeks  Com- 
mittee ON  Unemployment 

The  organization  which  I  am  representing  in  this  hearing  is  composed  of  nn- 
emploved  and  part-time  workers  in  the  city  of  Chicago.  It  numbers  some  -3.5 
different  local  units  and  is  affiliated  with  a  State-wide  federation  of  the  unem- 
Dloved,  known  as  the  "Illinois  Workers  AUiance".  This  State  organization  in- 
cludes more  than  225  local  units  numbering  more  than  50,000  men  and  women  in 
its  membership,  all  of  whom  are  deeply  concerned  about  the  security  program 
now  being  presented  to  the  Congress. 

The  unemployed  heartily  endorse  the  principle  of  social  responsibility  for  the 
burdens  resulting  from  unemployment  and  the  other  hazards  for  which  provision 
is  made  in  the  Wagner-Lewis  bill.  AVe  are  convinced  that  no  private  method  of 
dealing  with  this  problem  of  economic  insecurity  can  be  adequate  to  the  need. 

While  supporting  the  basic  purpose  of  this  bill,  however,  \^e  are  convinced  that 
without  fundamental  revisions  it  will  fail  tragically  in  meeting  the  presently 
existing  situation.  It  is  commonly  referred  to  as  furnishing  merely  a  first  line  of 
defense  against  the  calamities  of  the  next  depression.  The  hardships  and 
miseries  of  the  present  depression,  however,  are  so  keenly  felt  by  millions  of  our 
men,  women,  and  children  that  they  will  be  intensely  dissatisfied  ^^ith  any 
})rogram  which  does  not  seek  to  provide  immediate  protection  against  the  hunger, 
privation,  and  haunting  fears  which  are  their  daily  lot.  We  earnestly  urge  upon 
vou,  therefore,  the  consideration  and  enactment  of  amendments  which  will 
provide  for  immediate  security,  as  well  as  security  against  future  catastrophes. 
Anvthing  less  would  be  a  mockery  of  the  purposes  which  this  bill  proposes  to 
serve,  as  well  as  a  cruel  disappointment  to  masses  of  the  working  people  who  have 
been  promised  help  in  their  present  difficulties,  as  well  as  insurance  against  their 
future  needs. 

This  principle  has  been  embodied  in  legislation  now  pending  before  the  House 
of  Representatives,  commonly  known  as  the  "Lundeen  bill"  (H.  R.  2827).  The 
Chicago  Workers  Committee  has  endorsed  the  basic  provisions  of  this  bill  and  it 
is  receiving  the  support  of  a  growing  number  of  organizations  of  unemployed  and 
emploved  workers  throughout  the  country.  You  may  feel  that  the  provision  of 
immediate  security  is  beyond  the  proper  scope  of  the  legislation  before  this 
committee.  Perhaps  you  believe  that  the  $4,888,000,000  Public  Works  program 
sought  to  be  initiated  by  other  pending  legislation  makes  an  adequate  program 
for  the  immediate  relief  of  the  unemployed.  There  is  positively  no  justification, 
however,  for  such  a  feeling.  The  program  does  not  purport  to  provide  work  for 
more  than  about  a  third  of  those  presently  unemployed  for  the  limited  period  of 
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1  or  possibly  1)4  years.  Meantime,  the  remaining  7}^  million  persons  not  given 
work  must  continue  to  subsist  upon  the  meager  doles  now  provided.  If  you  be- 
lieve that  this  subsistence  is  either  adequate  or  humane,  if  you  do  not  understand 
that  it  is  destroying  American  standards  of  living,  if  you  do  not  appreciate  that 
it  is  causing  incalculable  human  suffering  and  creating  unheard-of  economic 
wastes  due  to  our  failure  to  employ  this  large  supply  of  willing  labor,  I  invite  your 
careful  study  of  the  distribution  of  relief  in  almost  any  part  of  this  country  and 
the  disastrous  effects  already  apparent. 

Above  all,  the  great  mass  of  the  unemployed  of  this  country  want  jobs.  Our 
desire  for  an  opportunity  to  earn  our  living,  in  a  deceirt,  self-respecting,  American 
manner,  is  paramount.  In  view  of  the  inadequacy  of  the  present  job  program, 
however,  the  enactment  of  a  security  progi'am  which  makes  immediate  provision 
for  the  needs  of  our  families  is  essential,  if  wide-spread  suffering  and  smouldering 
discontent  are  to  be  avoided. 

It  has  been  encouraging  to  have  the  Federal  Government  plan  positive  action 
io  alleviate  the  hardships  resulting  from  future  insecurity.  But  here  again  the 
unemployed  are  convinced  that  the  Wagner-Lewis  bill  in  its  present  form  does 
not  make  adequate  provision.  An  undue  reliance  is  placed  upon  the  various 
States  of  the  country  to  enact  separate  and  sufficient  security  legislation.  Some 
States  are  unable  to  do  so.  Others  are  presently  unwilling.  Such  State  systems 
as  are  initiated  within  the  terms  of  the  present  bill  may  vary  radically  in  the 
protections  which  they  set  up.  We  are  convinced  that  if  an  adequate  potection 
against  the  risk  of  unemployment  is  to  be  created  there  must  at  least  be  certain 
minimum  standards  set  forth  in  the  Federal  legislation.  Such  minimum  stand- 
ards should  cover  the  amount  of  the  benefits  to  be  paid,  length  of  the  waiting 
period,  length  of  the  period  for  payment  of  the  benefits,  and  qualifications  for 
compensation.  In  this  connection  we  believe  that  the  benefit  provisions  recom- 
mended to  the  States  by  the  Committee  on  Economic  Security  are  not  extensive 
enough  to  guarantee  the  maintenance  of  a  proper  standard  of  living  over  a 
sufficient  period  of  time.  We  hope  that  the  bill  may  be  amended  to  include 
minimum  standards  in  line  with  those  set  forth  in  the  Lundeen  bill  previously 
referred  to.  Nothing  less  than  a  Nation-wide  system  for  such  substantial  pro- 
tection to  American  laborers  can  insure  a  fair  or  adequate  treatment  of  this 
problem. 

All  of  you  doubtless  feel  a  very  deep  concern  over  the  situation  to  which  I  have 
referred.  Perhaps  all  would  be  willing  to  consider  a  more  extensive  program  such 
as  I  have  suggested  if  you  felt  that  there  were  resources  available  for  such  a 
purpose.  May  I  remind  you,  however,  that  there  are  other  sources  of  funds 
which  are  not  mentioned  in  this  bill,  which  very  readily  occur  to  many  American 
workers.  We  read,  with  what  emotions  I  shall  not  attempt  to  describe,  of 
increasing  individual  and  corporate  incomes  in  the  higher  brackets,  as  reported  by 
the  Bureau  of  Internal  Revenue;  we  see  rising  prices  and  a  scale  of  wages,  which, 
in  terms  of  buying  power,  is  actually  falling.  As  the  emergency  becomes  greater 
.and  the  maldistribution  of  wealth  increases,  it  seems  obvious  that  a  considerable 
measure  of  support  for  the  payment  of  immediate  benefits  to  unemployed  workers 
should  be  derived  from  sharply  increased  income,  inheritance,  and  gift  taxes. 
Our  organization  is  convinced  that  the  system  of  protection  which  is  set  up  in 
this  security  legislation  should  provide  for  a  fund  which  is  made  up,  at  least  in 
part,  of  State  contributions  derived  from  these  sources.  The  justice  of  this 
proposal  is  equaled  only  by  its  soundness  from  the  point  of  view  of  the  total 
economic  situation  in  the  country  today.  No  other  presently  accepted  methods 
can  be  as  effective  in  the  necessary  building  up  of  purchasing  power  without 
reducing  it  at  some  other  point. 

When  the  unemployed  hear  of  the  difficulties  which  you  face  in  planning  for 
such  an  extensive  and  immediate  security  program,  they  also  remember  the 
fabulous  sums  that  are  appropriated  by  each  Congress  in  the  preparation  for 
wars  against  other  nations.  To  us  the  war  against  human  suffering  within  the 
borders  of  our  own  country  is  of  far  greater  significance.  In  view  of  the  inade- 
quate preparations  for  that  war  up  to  the  present  time  it  is  no  wonder  that 
impractical  propositions  like  those  of  the  kindly  Dr.  Townsend  evoke  wide-spread 
popular  support.  It  is  for  you,  however,  to  make  fundamental  revisions  in  the 
present  security  act  to  speed  its  effectiveness  and  make  more  nearly  adequate  its 
much-vaunted  protection.  You  should  appreciate  the  growing  sense  of  dis- 
illusion on  the  part  of  increasing  numbers  of  hitherto  patient  American  working 
people.  I  urge  you,  therefore,  to  respond  to  the  imperative  need,  with  a  broad- 
ened legislative  program  for  security,  drawn  up  on  the  lines  of  the  Lundeen  bill. 


772 


ECONOMIC    SECURITY    ACT 


The  Chairman.  Thank  you  very  much.  There  was  a  request 
made  by  Mr.  Irwin  that  some  of  these  gentlemen  here  with  liim  be 
given  the  privilege  to  speak.     Is  Mr.  Sinclair  here? 

STATEMENT  OF  S.  MERWIN  SINCLAIR.  PRESIDENT  OF  EXECU- 
TIVES OF  STATE  COMMISSIONS  AND  STATE  AGENCIES  FOR 
THE  BLIND,  AND  PENNSYLVANIA  COUNCIL  FOR  THE  BLIND 

Mr.  Sinclair.  I  appreciate  very  much  the  privilege  which  you 
are  giving  me  here  in  extending  the  time  of  the  committee,  and  I 
will  be  very  brief. 

As  members  of  the  State  Commission  we  are  interested  not  only  in 
services  for  those  who  are  blind  but  also  tremendously  interested  in 
the  services  for  the  prevention  of  unnecessary  blindness.  So  we  are 
heartily  in  support  of  the  three  amendments  suggested  by  Mr.  Ir\\dn 
and  Mr.  Carris,  the  one  referring  to  the  section  of  the  bill  on  old-age 
assistance,  making  this  assistance  available  to  blind  persons  at  the 
age  of  50,  because  of  the  fact  that  the  handicap  of  blindness  on  top 
of  the  handicap  of  age  in  a  great  majority  of  cases  makes  it  a  practical 
impossibility  for  even  an  employable  blind  person  of  50  years  and 
over  to  secure  employment. 

Secondly,  we  wish  to  add  our  support  to  what  has  been  said  favoring 
the  incorporation  of  section  702  on  crippled  children  in  such  a  way 
that  the  child  who  is  suffering  under  a  serious  vision  impairment  may 
be  included  in  the  services  set  up  for  crippled  children,  or  by  the  addi- 
tion of  a  phrase  necessary  to  make  this  provision  for  crippled  children 
available  for  those  with  seriously  impaired  vision. 

The  Chairman.  I  thank  you  very  much,  Mr.  Sinclair.  The 
committee  will  be  very  glad  to  consider  the  suggestions  of  your 
organizations,  and  these  others,  and  Mr.  Irwin. 

Mr.  Sinclair.  May  I  submit  a  written  statement? 

The  Chairman.  You  may,  but  get  it  in  pretty  soon,  because  we  are 
having  these  printed  very  quickly. 

Mr.  L.  L.  Watts.  Mr.  Watts  represents  the  American  AssociatioiL 
of  Workers  for  the  Blind  and  Virginia  Commission  for  the  Blind. 

STATEMENT  OF  L.  L.  WATTS,  RICHMOND,  VA.,  VIRGINIA  COM- 
MISSION FOR  THE  BLIND  AND  THE  AMERICAN  ASSOCIATION 
OF  WORKERS  FOR  THE  BLIND 

Mr.  Watts.  Mr.  Chairman,  I  will  not  take  a  minute  of  your  time. 
I  will  file  my  brief  with  your  clerk. 
(Document  referred  to  is  as  follows:) 

The  American  Association  of  Workers  for  the  Blind, 

Richmond,  Va.,  February  12,  1935. 
Hon.  Pat  Harrison, 

Chairman  United  States  Senate  Finance  Committee, 

Washington,  D.  C. 

Mr.  Chairman:  I  am  appearing  before  your  committee  in  behalf  of  the  mem- 
bership of  the  American  Association  of  Workers  for  the  Blind  respectfully  re- 
questing that  certain  amendments  which  are  herewith  attached  be  incorporated 
in  S.  1130  known  as  the  "Wagner  economic  security  bill." 

I  think  the  records  will  show  that  this  is  the  first  time  we  have  appeared, 
before  any  congressional  committee  requesting  financial  aid  for  the  blind  of  this 
country. 

Mr.  "Chairman  and  gentlemen  of  the  committee,  we  are  well  aware  that  the 
Federal  Government  has  given  financial  assistance  to  practically  every  group- 
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■of  our  citizens  other  than  the  blind.  We  think  that  in  all  fairness  the  blind 
should  participate  and  be  benefited  by  some  of  this  Federal  legislation.  We  are 
citizens  of  this  great  country,  and  it  is  through  no  fault  of  our  own  that  we  are 
blind  and  while  we  have  refrained  in  the  past  from  appealing  to  you  for  help  we 
do  feel  now  that  it  is  necessary  for  us  to  appear  before  you  in  order  that  we  may 
not  be  overlooked  in  the  future. 

I  respectfully  submit  the  attached  amendments  for  your  consideration  and 
with  the  earnest  hope  that  they  will  be  incorporated  in  S.  1130. 

Thank  you. 

Respectfully  yours, 

L.  L,  Watts,  President. 


Proposed  Amendment  to  S.   1130 

A  BILL  To  alleviate  the  hazards  of  old  age,  unemployment,  illness,  and  dependency,  to  establish  a  Social 
Insurance  Board  in  the  Department  of  Labor,  to  raise  revenue,  and  for  other  purposes 

CARE    OF    THE    BLIND 

Sec.  703.  (a)  In  order  to  enable  the  Federal  Government  to  cooperate  with 
the  State  agencies  concerned  with  the  amelioration  of  the  condition  of  the  blind 
and  the  prevention  of  blindness,  especially  in  rural  districts,  there  is  hereby 
appropriated  for  the  fiscal  year  ending  June  30,  1936,  from  funds  in  the  Treasury 
not  otherwise  appropriated,  the  sum  of  $1,500,000,  and  there  is  hereby  authorized 
to  be  appropriated  $1,500,000  for  each  fiscal  year  thereafter.  From  these  amounts 
so  much,  not  to  exceed  5  per  centiun,  as  the  Secretary  of  Labor  shall  find  to  be 
necessary  for  administering  the  provisions  of  this  section  and  for  investigations 
and  reports  related  thereto,  shall  be  deducted  annually  for  this  purpose,  to  be 
available  until  expended.  The  remainder  shall  be  allotted  to  States  for  purposes 
of  locating  blind  persons  and  providing  facilities  for  diagnosis  and  care  of  their 
eye  conditions,  vocational  training,  employment,  home  teaching,  and  other 
social  service,  and  to  provide  special  equipmicnt  used  in  the  education  and  employ- 
ment of  the  blind:  Provided,  That  no  portion  'of  such  moneys  shall  be  expended 
for  direct  relief,  or  paid  to  a  blind  person,  except  as  compensation  for  services 
rendered  or  as  a  maintenance  subsidy  during  a  period  of  vocational  training;  nor 
shall  any  portion  be  paid  to  any  educational  institution  for  the  instruction  or 
maintenance  of  any  person  under  the  age  of  twenty-one.  For  each  fiscal  year  from 
the  appropriations  herein  authorized — 

(1)  The  Secretary  of  Labor  shall  apportion  $1,000,000  among  the  States, 
allotting  $10,000  to  each  State,  and  the  remainder  to  States  in  proportion  to  the 
number  of  certified  blind  persons  registered  in  each  State:  Provided,  That  no 
allotment  made  to  a  State  under  this  paragraph  shall  exceed  the  sum  of  the 
amount  made  available  by  the  State  for  the  purposes  of  this  section  and  the 
amount  apportioned  to  it  under  paragraph  (2)  of  this  subsection. 

(2)  The  Secretary  of  Labor  shall  apportion  the  remainder  among  States 
unable,  because  of  severe  economic  distress,  to  match  in  full  the  amounts  allotted 
under  paragraph  (1)  for  their  use  in  matching  such  sums  or  for  special  demonstra- 
tions of  methods  of  welfare  work  for  the  blind. 

(b)  The  sums  provided  under  paragraph  (2)  of  subsection  (a)  shall  be  avail- 
able for  expenditure  until  the  close  of  the  succeeding  fiscal  year.  So  much  of 
the  amount  apportioned  under  paragraph  (1)  of  subsection  (a)  to  any  State  for 
any  fiscal  year  as  remains  unpaid  to  such  State  at  the  close  thereof,  shall  be  avail- 
able until  the  close  of  the  succeeding  fiscal  year  for  expenditures  in  that  State 
under  the  conditions  prescribed  in  such  paragraph  (1),  or,  if  not  requested  b^'  the 
State  agency  for  the  welfare  of  the  blind,  for  allocation  to  States  as  provided  in 
such  paragraph  (2). 

(c)  In  order  to  receive  the  benefits  of  this  section  a  State  must,  through  a 
State  agency  concerned  with  the  amelioration  of  the  condition  of  the  blind  or,  if 
there  be  none  or  more  than  one  such  agency,  through  a  State  agency  designated 
by  the  legislature  or  provisionally  designated  by  the  Governor  if  the  legislature  be 
not  in  session,  to  cooperate  with  the  Department  of  Labor  under  the  provisions 
of  this  section,  submit  to  the  Department  of  Labor  a  detailed  plan  for  effectuating 
the  purposes  of  this  section  within  such  State,  information  concerning  the  number 
of  certified  blind  persons  resident  in  the  State,  and  information  concerning  the 
amounts  made  available  by  the  State  for  the  purposes  of  this  section,  which 
should  at  least  equal  the  amounts  made  available  for  similar  purposes  during  the 
fiscal  year  next  preceding  the  passage  of  this  act,  unless  special  circumstances  can 
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be  shown;  and,  if  an  allocation  under  paragraph  (2)  of  subsection  (a)  of  this 
section  is  requested,  tlie  conditions  leading  to  such  request.  A  State  plan  must 
include  reasonable  provision  for  State  administration,  adequate  facilities  for 
locating  and  certifying  blind  persons,  adequate  medical  care  of  the  e.yes,  reasonable 
provision  for  vocational  training,  employment,  and  home  instruction  of  the  blind, 
and  cooperation  with  medical,  health,"  and  welfare  groups  and  organizations. 
When  the  Secretary  of  Labor  deems  a  State  plan  and  the  administration  thereof 
to  be  in  reasonable  conformity  with  the  provisions  of  this  section,  he  shall  approve 
the  same  and  send  due  notice  of  such  approval  to  the  State  agency  concerned. 
(d)  For  the  purposes  of  this  section,  a  blind  person  shall  be  defined  to  mean 
one  whose  vision  is  insufficient  for  the  ordinary  activities  of  life  for  which  eye- 
sight is  essential,  such  insufficiency  of  vision  to  be  determined  by  examination 
by  a  regular  practicing  physician,  skilled  in  diseases  of  the  eye:  Provided,  That 
such  examining  physician  shall  certify  in  writing  the  diagnosis,  prognosis,  and 
visual  acuitv  of  the  person  examined,  and  shall  state  whether  in  his  opinion  such 
person  is  blind  within  the  meaning  of  this  act  and  whether  there  is  any  likelihood 
that  his  vision  could  be  restored  or  improved  by  proper  treatment,  operation,  or 
adjustment  of  glasses. 

OLD-AGE    ASSISTANCE 

Section  3  to  be  amended  to  read  as  follows: 

"Sec.  3.  As  used  in  this  title,  'old-age  assistance'  shall  mean  financial 
assistance  assuring  a  reasonable  subsistence  compatible  with  decency  and  health 
to  persons  not  less  than  sixty-five  years  of  age  who,  at  the  time  of  receiving  such 
financial  assistance,  are  not  inmates  of  public  or  other  charitable  institutions: 
Provided,  That  in  the  case  of  a  person  so  blind  as  to  be  unable  to  perform  any 
work  for  which  evesight  is  essential,  and  so  certified  by  a  regular  practicing 
physician,  skilled  in  diseases  of  the  eye,  the  provisions  of  this  act  shall  apply  to 
such  blind  person  at  the  age  of  fifty  years. 

The  Chairman.  Thank  you  very  much.  Where  do  you  Hve,  Mr, 
Watts? 

Mr.  Watts.  Richmond,  Va. 

The  Chairman.  Thank  you.  Air.  Latimer  of  the  Pennsylvania 
Association  for  the  BHnd. 

STATEMENT  OF  H.  R.   LATIMER,  PENNSYLVANIA  ASSOCIATION 

FOR  THE  BLIND 

Mr.  Latimer.  Mr.  Chairman,  if  I  may  I  will  just  speak  from  here 
to  save  your  time  and  mine.  In  representing  the  Pennsylvania  Asso- 
ciation for  the  Blind,  which  has  14  local  branches  working  concretely 
and  definitely  and  closely  with  individual  blind  people,  I  am  intensely 
interested  in  securing  the  kind  of  assistance  and  cooperation  from  the 
Federal  Government  as  will  enable  us,  in  some  measure,  to  do  the 
things  that  we  have  been  so  untiring  in  our  efforts  to  do  in  the  past 
year. 

For  45  years  I  have  been  trying  to  bring  the  indigent  blind  people 
on  their  feet  so  as  to  make  them  independent  of  rehef  of  aay  kind. 
You  are  engaged  today  in  trying  to  solve  the  unemployment  situa- 
tion as  it  apphes  to  "seeing"  people.  We  have  been  engaged, 
throughout  my  lifetime,  in  trying  to  solve  the  problem  of  employ- 
ment for  handicapped  people,  who  are  just  as  sincere  and  earnest  and 
desirous  to  meet  the  needs  of  their  famihes  and  themselves.  Therefore 
I  want  to  speak  in  the  utmost  support  of  the  three  suggested  amend- 
ments which  Mr.  Irwin  has  placed  before  you. 

The  Chairman.  Thank  you,  Mr.  Latimer.  I  do  not  know  whether 
the  question  was  asked,  but  did  your  committee,  Mr.  Irwin,  or  any 
member  of  it  present  this  matter  to  the  Ways  and  Means  Committee 
which  is  considering  this  bill  in  the  House? 
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Mr.  Irwin.  No;  we  did  not. 

The  Chairman.  There  has  been  no  presentation  of  this  question 
and  of  these  amendments  to  that  committee? 

Mr.  Irwin.  No. 

The  Chairman.  All  right,  thank  you  very  much. 

At  this  point  in  the  record  I  desire  to  submit  a  statement  by  Mr. 
Ernest  G.  Draper,  vice  president  the  Hills  Bros.  Co.,  New  York, 
City.  In  addition,  there  is  also  submitted  a  letter  which  I  have  re- 
ceived from  Mr.  C.  W.  Areson,  of  the  Child  Welfare  League  of 
America,  Inc.,  New  York  City,  together  with  accompanying  state- 
ments from  Mr.  Areson,  Mrs.  Blanche  La  Du,  chairman  of  the 
Minnesota  State  Board  of  Control,  and  Mrs.  Virginia  Kletzer,  chair- 
man of  the  Child  Welfare  Commission  of  Oregon. 

Statement  of  Ernest  G.   Draper,   Vice   President,   The   Hills   Brothers 

Co.,   New  York  City 

For  15  years  I  have  actively  associated  myself  with  those  who  most  vigorously 
and  most  continuovisly  ha^ve  worked  for  improved  methods  of  employment  stabi- 
lization, and  for  some  years  for  the  adoption  of  unemployment-compensation 
legislation  in  this  country.  Approaching  this  question  as  an  employer,  it  has 
been  my  conviction  that  a  system  of  compulsory  unemployment  reserve  would 
not  only  greatly  benefit  employees  but  also,  if  properly  organized,  would  stimu- 
late better  management  and  promote  business  stabilization. 

As  early  as  1921  in  a  published  article,  I  stressed  the  possibilities  of  improving 
employment  conditions  through  stabilization  under  an  appropriate  form  of  un- 
employment-compensation legislation.  Since  that  time  I  have  seen  the  develop- 
ment of  practical  methods  in  some  establishments  which  suggest  in  their  effec- 
tiveness somewhat  similar  preventive  work  in  reference  to  accidents  under  work- 
men's compensation  laws. 

I  welcome  the  President's  economic-security  program  as  a  sound  method  of 
brining  about  unemployment-compensation  legislation  throughout  the  country. 

In  an  unemployment  crisis  such  as  the  present,  there  is  danger  that  the  im- 
portance of  making  unemployment  compensation  a  means  of  stimulating  man- 
agement to  greater  efforts  to  overcome  so-called  "normal  unemployment"  may 
be  overlooked.  I  regret  that  this  tendency  has  unfortunateh'  been  reflected  at 
one  point  in  Senate  bill  1130  and  H.  R.  4142.  Section  608  (a)  of  this  bill  makes 
it  necessary  for  States  to  enact  laws  requiring  at  least  one-third  of  the  em- 
ployer's 3-percent  contribution  to  be  paid  into  a  single  State  pool.  This  pooled 
fund  would  be  used  to  subsidize  careless  or  less  efficient  employers  whose  failure 
to  stabilize  employment  results  in  an  excessive  rate  of  unemployment  among 
their  employees  and  a  correspondingly  high  benefit  cost.  Instead  of  giving 
each  company  or  industry  full  credit  for  its  efforts  in  reducing  uneniployment, 
this  provision  in  S.  1130  and  H.  R.  4142  would  penalize  efficient  and  socially 
minded  employers  who  go  to  the  trouble  and  expense  of  stabilizing  their  work 
forces.  It  would  even  place  a  premium  upon  inefficiencj^  by  permitting  an  in- 
efficient and  less  scrupulous  employer  to  depend  upon  his  competitors  to  pay  the 
cost  of  benefits  to  his  laid-off  employees.  Surely  this  violates  the  sound  prin- 
ciple laid  down  by  President  Roosevelt  in  his  message  on  January  17,  as  follows: 

"An  unemployment  compensation  system  should  be  constructed  in  such  a  way 
as  to  afford  every  practicable  aid  and  incentive  toward  the  larger  purpose  of 
employment  stabilization.  *  *  *  Moreover,  in  order  to  encourage  the 
stabilization  of  private  employment,  Federal  legislation  should  not  foreclose  the 
States  from  establishing  means  for  inducing  industries  to  afford  an  even  greater 
stabilization  of  employment." 

In  accordance  with  this  recommendation  and  following  the  expressed  purpose 
of  leaving  to  the  States  freedom  to  decide  for  themselves  the  type  of  unemploy- 
ment compensation  legislation  which  best  meets  their  needs,  I  believe  that  the 
Federal  measure  should  not  require  the  pooling  of  contributions  under  State  laws 
but  should  permit  States  to  adopt  sj'stems  of  separate-establishment  reserves 
similar  to  the  only  American  unemployment  compensation  law  now  in  force,  in 
Wisconsin. 

I  am  in  general  agreement  with  the  economic-security  program  represented  by 
S.  1130  and  H.  R.  4142.     I  favor  making  the  unemployment  benefits  a  cost  of 
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production  to  be  paid  by  the  employer  alone.  I  would  not  obje^^,;i?:^re  S.  1130 
and  H.  R.  4142  amended  to  provide  a  3-percent  tax  from  the  vprj^^!  iginning  in 
1936,  because  I  believe  that  it  is  urgent  to  begin  as  soon  as  possible  tb'i)uild  up  the 
necessary  reserves.  In  my  judgment,  however,  it  would  be  a  seriQU^^ mistake  in 
policy  for  the  Federal  legislation  to  require  the  pooling  of  contributi'^hs  and  thus 
prevent  any  State  from  providing  the  fullest  possible  incentive  to  V  (itter  manage- 
ment and  employment  stabilization. 

Child  Welfare  League  op  America,  Inc., 

Neiv  York,  N.  Y.,  Februartj  9,  1936. 
Hon.   Pat  Harrison, 

Chairjnan  Senate  Finance  Committee,  Washington,  D.  C. 

Dear  Senator  Harrison:  I  would  like  to  place  the  central  office  of  this 
organization  on  record  with  your  committee  as  favoring  the  measures  in  Senate 
1130  for  greater  security  for  children,  mothers'  aid,  maternal  and  child  health, 
crippled  children,  aid  to  dependent  children,  and  other  welfare  services,  and 
participation  by  the  Children's  Bureau. 

I  do  not  believe  it  is  beyond  the  competence  of  the  Federal  Government  to 
take  such  steps  as  are  embodied  in  this  bill  for  the  equalization  of  opportunity 
among  children  in  the  United  States.  In  fact,  I  think  our  governmental  structure 
would  be  open  to  severe  criticism  were  it  not  to  seize  this  opportunity  for  bringing 
to  disadvantaged  children  throughout  the  country  as  even  a  measure  of  oppor- 
tunity as  possible.  After  all  these  children  have  nothing  to  do  with  where  they 
are  born  or  happen  to  live  and  should  not  be  penalized  therefor. 

Consequently  the  assistance  of  the  Federal  Government  in  securing  effective 
operation  of  mothers'  pension  laws,  of  insuring  that  children  in  rural  areas  shall 
be  born  as  safely  and  successfully  as  others,  that  cripples  shall  not  reinain  hidden 
away  from  treatment,  and  that  children  in  poorer  communities  will  not  be  de- 
prived of  modern  social  service  opportunities,  seems  to  me  entirely  worthy  of 
support. 

I  should  like  to  have  the  committee  consider  seriously  specifying  the  Children's 
Bureau  as  the  agent  of  the  Government  to  administer  the  mothers'  pension  sec- 
tions of  the  bill,  because  the  Children's  Bureau  has  had  more  contact  with  this 
matter  than  any  governmental  department  and  a  permanent  measure  of  this 
kind  ought  to  be  allied  with  a  permanent  department.  Of  course,  the  creation 
of  a  Federal  welfare  department  would  be  the  logical  place  for  such  service.  The 
Emergency  Relief  Administration,  admirable  as  it  is,  seems  to  me  not  quite 
logical  as  an  administrator  of  a  permanent  service.  I  am  enclosing  copies  of 
statements  on  these  matters  from  several  of  our  member  organizations:  (1) 
Mrs.  Blanche  La  Du,  chairman  of  the  Minnes'^+a  State  Board  of  Control;  (2) 
Mrs.  Virginia  Kletzer,  chairman  of  the  Child 
and  (3)  one  of  my  own  based  on  statistics  which 
to  3'ou. 

Very  truly  yours, 

Assistant  Executive  Director, 


Minnesota's   Statement   to   the   Committee    on    Economic    Security 
Child  Welfare  in  a  General  Program  of  Social  Security 


ON 


In  the  State  of  Minnesota  the  various  provisions  for  services  to  children  pro- 
posed in  S.  1130  have  been  dependent  on  and  promoted  by  a  State-wide  program 
under  the  direction  of  the  State  board  of  control. 

This  program,  established  in  1917  by  act  of  the  legislature,  placed  on  the  State 
board  of  control  the  responsibility  of  promoting  enforcement  of  every  law  for  the 
protection  of  illegitimate,  dependent,  neglected,  delinquent,  and  defective  chil- 
dren. The  board  was  authorized  to  organize  county  child-welfare  boards  and 
coordinate  the  activities  of  juvenile  courts  and  reputable  child-helping  agencies. 
The  experience  of  the  State  board  of  control  since  January  1,  1918,  in  promoting 
the  program  for  the  protection  of  children  proves  the  value  of  the  provisions  pro- 
posed in  S.  1130,  title  VII,  section  703. 

In  Minnesota  the  State  board  of  control  may  appoint  county  child-welfare 
boards  on  request  of  the  county  boards  but  the  State  makes  no  financial  contri- 
bution for  the  administering  of  the  child-welfare  services  in  the  count}'.  Support 
of  programs  for  such  services  depends  on  local  interest  and  action  of  county 
boards.    Because  of  this  generally  in  only  20  percent  of  the  counties  has  there  been 
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any  organized  social  service  except  that  of  volunteers.  However,  92  percent  of 
the  countie  'lave  had  and  how  have  county  child- welfare  boards.  In  spite  of  the 
fact  that  nC|  8tate  aid  has  been  available  for  administrative  expense  a  beneficial 
program  of  general  service  for  children,  with  special  emphasis  on  the  handicapped 
and  depende'h-t  children  has  been  carried  on  by  volunteer  workers  through  leader- 
ship and  supervision  of  the  Children's  Bureau  of  the  State  board  of  control.  This 
program  in  coVinties  having  only  volunteer  workers  has  been  instrumental  in 
raising  the  standards  of  services  to  children  and  has  accomplished  much.  How- 
ever, in  counties  which  have  provided  funds  for  trained  workers  under  organized 
supervision,  a  more  complete  program  has  achieved  far-reaching  and  more 
satisfactory  results  ^\1lich  have  been  approved  by  Federal,  national.  State,  and 
local  child-welfare  agencies. 

In  order  that  there  may  be  an  adequate  program  for  the  protection  and  care  of 
homeless,  dependent,  and  neglected  children  in  every  count}'  of  the  State  and 
especially  in  rural  areas,  a  Federal  appropriation  to  supplement  and  encourage 
appropriations  by  the  State  for  such  a  program  is  absolutely  essential. 

mothers'  aid 

As  a  part  of  the  program  hereinbefore  outlined  the  board  of  control  is  required 
to  promote  uniformity  and  efficiency  in  the  administration  of  mothers'  aid,  termed 
"county  allowance"  in  Minnesota,  by  the  juvenile  courts.  Thelawof  1917  provided 
for  a  refund  by  the  State  of  one-third  of  the  disbursements  made  bj'  the  county 
when  the  administration  in  such  county  was  approved  by  the  board  of  controL 
However,  no  appropriation  was  made  by  the  legislature  for  such  refund  except  a 
small  sum  in  1927  at  which  time  the  law  providing  for  refund  was  repealed.  Lack 
of  State  aid  in  administration  of  mothers'  allowance  has  left  the  program  without 
centralized  supervision  which  has  resulted  in  lack  of  uniformity  and  in  inefficient 
administration. 

Federal  aid  as  proposed  in  S.  1130,  title  II  would  undoubtedly  stimulate  the 
legislature  to  make  appropriations  of  substantial  contributions  and  thus  enable 
the  board  of  control  to  exercise  its  authority  which  has  been  practically  lost 
because  of  no  State  aid.  Such  Federal  and  State  aid  added  to  the  appropriations 
of  local  subdivisions,  inadequate  at  the  present  time,  should  insure,  when  added 
to  the  income  of  the  family,  security  and  reasonable  subsistence  compatible  with 
decency  and  health  for  dependent  children  in  their  own  homes. 

The  State  board  of  control  is  the  State  agency  now  designated  to  supervise  aid 
to  mothers  of  dependent  children  in  their  own  homes.  Administration  through 
such  a  State  agency  would  conform  to  rules  and  regulations  of  the  Federal 
administrator. 

CRIPPLED    CHILDREN 

Minnesota  was  the  first  State  in  the  Union  to  establish  a  free  hospital  for 
indigent  crippled  children.  This  hospital,  which  is  rated  as  Al  by  the  American 
College  of  Physicians  and  Surgeons,  serves  the  crippled  children  of  the  entire 
State  by  providing  facilities  for  free  traveling  clinics,  diagnosis,  care,  and  hos- 
pitalization. The  allocation  of  Federal  funds  for  providing  after  care  of  these 
children,  which  care  is  now  inadequate,  would  undoubtedly  be  matched  by  State 
funds  sufficient  to  render  adequate  service.  Lack  of  after  care  when  the  child 
has  been  returned  to  its  own  home  offsets  many  of  the  benefits  derived  from. 
diagnosis,  treatment,  and  hospitalization. 

MATERNITY    AND    INFANCY 

Minnesota  has  taken  advantage  of  all  opportunities  provided  by  the  Shepherd- 
Towner  Act  and  subsequent  acts  for  the  matching  of  Federal  funds  for  furthering 
and  strengthening  State  and  local  health  services  to  mothers  and  children,  and 
extending  maternity  nursing  service  to  the  entire  State,  especially  in  counties 
predominately  rural. 

The  State  faoard  of  control  has  cooperated  through  the  Children's  Bureau  and 
through  service  on  the  State  board  of  directors  of  the  maternity  and  child-health 
program  of  the  State  board  of  health.  There  is  no  service  in  a  welfare  program 
for  children  of  greater  importance  or  more  deserving  of  support  by  both  Federal 
and  State  funds.  We  urge  the  allocation  of  sufficient  funds  to  insure  a  program 
of  adequate  protection  for  maternity  and  child  health. 
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In  conclusion,  on  behalf  of  the  welfare  of  the  dependent  and  handicapped 
children  of  Minnesota  and  of  these  United  States,  we  wish  to  respectfully  urge 
that  adequate  Federal  ajipropriations  be  made  at  this  time  for  a  program  of 
general  security  for  cliild  health  and  piotection.  It  is  appropriate  that  the 
Federal  Government  come  to  the  aid  of  the  States  and  local  comn>unities  in  this 
time  of  extreme  financial  distress  in  order  that  the  welfare  of  our  children  may 
be  so  protected  as  to  insure  the  health  and  happines  not  only  of  the  present  but 
■of  future  generations. 

Minnesota  State  Board  of  Control, 
By  Blanche  L.   LaDu,  Chairman. 


Statement  by  C.  W.  Areson,  Assistant  Executive  Director,  Child  Welfare 
League  of  America,  130  East  Twenty-second  Street,  New  York  City, 
^ON  Certain  Provisions  of  the  Security  Bill  S.  1130 

I  should  like  to  comment  briefly  on  title  VII,  sections  703  and  704  in  favor  of 
participation  by  the  Children's  Bureau  in  organization  of  child  welfare  services  to 
redress  glaring  inequalities  suffered  by  children  in  certain  sections  of  the  country. 
It  is  our  opinion  that  such  inequalities  arise  far  more  often  from  lack  of  proper 
organization  of  services  to  use  available  resources  than  from  lack  of  money.  It 
is  rather  common  experience  for  the  Child  Welfare  League  to  find  in  communities 
an  expenditure  of  money  that  is  adequate  but  applied  ineffectively  so  that  the 
available  funds  do  not  reach  the  largest  number  of  children  who  need  service.  A 
striking  example  of  results  that  may  be  secured  even  where  funds  are  limited  is 
presented  by  the  Child  Welfare  Department  of  the  State  of  Alabama,  whose  per 
capita  wealth  is  one  of  the  lowest  but  whose  services  to  these  children  are  more 
evenly  spread  and  in  many  waj's  more  effective  than  in  numerous  States  far  more 
a,ble  financially. 

In  assembling  statistics  for  the  White  House  Conference  of  1930  the  Child 
Welfare  League  of  America  found  certain  very  striking  contrasts  which  I  wish  to 
present  briefly  to  the  committee.  Unfortunately  these  appear  to  be  as  between 
certain  Northern  and  certain  Southern  States  but  this  should  not  invalidate  their 
meaning  since  in  the  compilation  of  the  statistics  from  the  Southern  States  Negro 
children  are  not  included,  and  three,  at  least,  of  the  Northern  States  are  newer 
dn  population  development  and  not  above  the  average  in  per  capita  resources. 
The  Northern  States  are:    Massachusetts,  Indiana,  Wisconsin,  and  Minnesota. 

The  Southern  States  are:  Virginia,  North  and  South  Carolina,  Tennessee, 
Georgia,  Alabama. 

The  statistics  reflect  the  number  of  children  per  10,000  of  population  (1)  both 
of  wliose  parents  are  dead;  (2)  whose  fathers  are  dead;  (3)  whose  mothers  are 
dead;  and  who,  in  their  respective  States  are  in  the  care  of  agencies  and  institu- 
tions and  not  being  cared  for  either  in  their  own  remaining  homes  or  the  homes 
of  relatives. 

Full  orphans,  that  is,  children  with  both  parents  dead,  average  SJ'l  in  the  first 
group  and  17-4  in  the  second  group. 

Children  whose  fathers  are  dead,  that  is,  the  t3-pe  of  families  commonlj'  aided 
by  mothers'  pensions  or  mothers'  aid,  average  12  in  the  first  grouji  and  30Ji 
In  the  second  group. 

By  contrast,  children  whose  mothers  are  dead,  the  type  most  obviously  in 
need  of  other  home  or  institution  care,  average  20}^  in  the  first  group  and  \b]i 
in  the  second  group. 

From  the  figures  quoted  it  appears  that  a  quite  abnormal  number  of  full 
orphans  are  occupying  space  in  the  institutions  and  agencies  of  the  second  group 
and  are  not  being  permanently  provided  for  with  new  homes  as  their  orphanage 
requires.  .Analyses  of  a  large  number  of  institution  populations  indicate  that  the 
numbers  of  orphans  in  the  second  group  are  at  least  50  percent  too  high  for  this 
class.  This  seems  to  us  to  reflect  the  lack  of  sufficient  service  of  the  right  sort  to 
get  these  children  into  new  and  permanent  homes. 

With  respect  to  children  whose  fathers  are  dead  it  is  very  obvious  that  in  the 
second  group  an  abnormal  number  are  in  institutions  and  agencies.  This  is  the 
group  ordinarily  cared  for  at  home  by  their  mothers  who  receive  support  from 
mothers'  aid  or  mothers'  pensions  and  their  abnormal  number  reflects  the  lack  of 
development  of  this  type  of  aid.  This  comment,  of  course,  would  reinforce  our 
approval  of  title  II,  sections  202  to  211.  It  is  now  recognized,  without  the 
necessity  of  comment,  that  maintaining  children  from  families  of  this  type  in 
institutions  or  agencies  is  a  much  more  expensive  process  than  assisting  their 
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mothers  to  maintain  them  in  their  own  homes,  as  well  as  less  satisfactory  for  the 
maintenance  of  the  family  unit. 

I  presume  that  in  consequence  of  the  overloading  of  institutions  and  agencies 
by  orphans  and  by  children  whose  fathers  are  dead,  there  is  less  room  available 
for  children  whose  mothers  are  dead.  In  the  first  group  these  were  20^-^  and  in 
the  second  group  15}^,  a  reversal  of  the  order  of  preceding  statistics.  Ordinarily 
children  of  this  group  should  outnumber  both  the  others  in  the  care  of  agencies 
and  institutions  for  the  obvious  reason  that  when  the  mother  dies  the  chances  of  a 
father  maintaining  a  suitable  home  for  the  children  are  much  less  than  when  the 
mother  remains  with  the  family.  One  can  only  conclude  that  there  are  numbers 
of  motherless  children  left  with  relatives  and  others  who  would  be  afforded  definite 
assistance  were  the  resources  of  their  States  organized  for  this  purpose.  It  should 
not  be  overlooked  that  the  abnormal  loads  from  certain  groups,  ordinarily  cared 
for  otherwise,  prevent  these  institutions  and  agencies  from  accepting  neglected 
and  abused  children  out  of  families  that  are  not  suitable  for  their  upbringing.. 

Those  who  know  the  rapid  development  which  certain  of  the  States  in  the 
second  group  have  been  accomplishing  in  recent  years  will  correctlj^  see  in  the 
above  figures  and  discussion  only  the  fact  that  the  States  in  the  second  group 
have  not  progressed  as  far  as  certain  other  States.  In  fact,  the  admirable  devel- 
opment in  certain  of  those  States  contitutes  the  strongest  ground  for  approving 
sections  703  and  704,  title  VII,  which  will  enable  the  Children's  Bureau  to  assist 
States  that  are  actually  endeavoring  to  assist  themselves,  though  they  may  be 
somewhat  handicapped  in  doing  so.  North  Carolina  is  an  excellent  illustration 
of  service  conceived  in  broad  lines  but  needing  assistance  to  make  it  entirely 
effective. 

There  seems  to  us  no  reason  in  fairness  why  children  should  not  receive  approxi- 
mately the  same  opportunities  in  various  parts  of  the  United  States  and  we 
believe  the  sections  of  this  bill  will  tend  to  accomplish  this  and  we  therefore 
favor  it. 


State  of  Oregon  Child  Welfare  Commission, 

Portland.  Oreg.,  January  31,  1985. 
Mr.  C.  W.  Areson, 

Assistant  Executive  Director,  Child  Welfare  League  of  America,  Inc., 

New  York,  N.  Y. 

Dear  Mr.  Areson:  After  a  careful  reading  of  the  child-welfare  measures  pro- 
vided by  the  Wagner  bill,  I  hasten  to  express  my  hearty  endorsement,  with  one 
exception.  The  question  arises  why  the  Federal  authority  for  aid  to  dependent 
children  and  the  Federal  authority  for  service  to  dependent  and  neglected  chil- 
dren do  not  Vjoth  rest  in  the  United  States  Children's  Bureau,  instead  of  splitting 
the  authority  in  the  children's  field,  as  is  done  in  the  Wagner  bill  b}'  placing  ad- 
ministration of  aid  to  dependent  children  in  the  F.  E.  R.  A.  and  that  for  child- 
welfare  services  in  the  Children's  Bureau.  To  me  it  seems  that  the  Children's 
Bureau  is  the  logical  Federal  authority  for  both  of  these  functions.  This  divi- 
sion of  authority  will,  in  our  opinion,  make  for  confusion  and  complications  in 
administration  because  some  of  the  neglected  children  will  be  members  of  families 
without  more  than  one  adult  in  the  home  and  families  who  need  and  secure  relief. 
Such  a  family  should  not  be  subject  to  two  sources  of  supervision  when  one  wiU 
serve  more  efficiently. 

The  Oregon  law  provides  for  dependent  mothers  of  dependent  minor  children, 
but  it  fails  to  provide  for  either  State  supervision  of  administration  or  anj-  equali- 
zation fund.  Accordingly,  there  are  3.6  varieties  of  administration  in  the  36 
counties  of  Oregon.  A  mother  living  on  one  side  of  a  county  line  may  suffer  for 
necessaries,  while  a  mother  in  identical  circumstances  across  the  county  line  may 
receive  adequate  assistance.  The  State  supervision  which  the  Wagner  bill  re- 
quires will  reduce  these  inequalities  of  treatment  of  mothers  in  need  of  help. 
Through  its  provision  for  an  equalization  fund  it  will  place  the  State  in  a  position 
to  respond  with  greatest  aid  where  greatest  need  exists.  This  is  an  important 
provision. 

The  latest  figures  assembled  on  a  State-wide  basis  list  five  Oregon  counties  that 
have  made  no  appropriation  for  mothers'  pensions.  Three  of  these  are  in  the 
drought  area,  where  the  most  acute  need  exists.  These  are  Jefferson,  Malheur, 
and  Wheeler.  Naturally  in  counties  where  special  reasons  exist  for  inability  of 
residents  to  pay  taxes,  credit  is  more  difficult  to  secure,  and  poor  people  have  a 
more  difficult  time  of  it  than  in  the  other  counties.     The  State  should  assist  such 
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counties  more,  but  unless  it  has  authority  for  doing  so,  and  the  wherewithal  for 
doing  so,  it  cannot  function  in  this  way.     The  Wagner  bill  provides  these. 

Some  of  the  most  menacing  situations  to  children  that  have  come  to  the 
attention  of  the  Oregon  Child  Welfare  Commission  involve  families  living  back 
in  the  hills  distant  from  railroads  and  highways.  Often  these  families  live  in 
counties  not  provided  with  social  workers,  counties  where  no  adequate  local 
program  exists  for  social  service.  This  explains  directly  why  the  Oregon  figures 
assembled  last  year  by  the  American  Public  Welfare  Association  show  so  sharp 
a  contrast  to  those  for  the  country  as  a  whole. 

"For  the  United  States  as  a  whole,  figures  from  the  United  States  Children's 
Bureau  show  that  children  in  institutions  had  decreased  about  11  percent  from 
1929  to  1933.  During  the  same  period  Oregon  shows  nearly  a  25-percent  increase 
in  the  average  daily  population  of  children  in  State-aided  institutions."  ^ 

The  commission  is  convinced  that  adequate  local  case  work  service  in  rural 
counties  will  prevent  the  break-up  of  some  homes,  will  reduce  the  number  of 
children  separated  from  their  families  and  placed  in  foster  care,  and  will  reduce 
the  periods  of  foster  care  for  many  children  for  whom  long-time  care  is  now 
necessary  because  nothing  is  being  done  in  their  counties  of  residence  toward 
rehabilitation  of  their  homes.  Oregon  has  record  of  some  children  normal 
mentallj^  and  physically  now  adolescent  who  have  spent  their  entire  lives  in 
institutions.  The  State  Child  Welfare  Commission  does  not  approve  this 
program  but  appears  unable  to  control  it  because  of  lack  of  local  service  in  the 
counties. 

Juvenile  delinquency  as  a  sequence  of  neglect  long  continued  often  comes  to 
light  in  Oregon  with  convincing  evidence  that  early  attention  to  a  wrong  home 
or  a  wrong  community  situation  could  easily  have  prevented  the  disaster  to  the 
child  and  the  disgrace  to  his  family.  In  this  field  of  child  protection  in  the 
coimties  as  well  as  in  the  field  of  administration  of  relief,  social  case  work  is 
conspicuous  for  its  absence.  In  my  opinion  the  Wagner  bill's  provision  for 
skilled  services  to  dependent  and  neglected  children  in  rural  areas  is  its  most 
fundamental  value  to  the  cause  of  children. 
Sincerely  yours, 

Child  Welfare  Commission, 
By  (Mrs.).  Virginia  Kletzer 
VK:   DB 

The  Chairman.  The  committee  will  recess  until  10  o'clock  to- 
morrow morning. 

(Whereupon  at  the  hour  of  12:15  p.  m.  the  committee  recessed 
until  10  a.  m.  of  the  following  day,  Wednesday,  Feb.  13,  1935.) 

'  American  Public  Welfare  Association:  Survey  of  Public  Welfare  in  Oregon,  p.  33. 
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WEDNESDAY,  FEBRUARY   13,    1935 

United  States  Senate, 

Committee  on  Finance, 

Washington,  D.  C. 
The  committee  met,  pursuant  to  adjournment,  at  10  a.  m.,  in  the 
Finance  Committee  room.  Senate  Office  Building,  Senator  Pat  Har- 
rison (chairman)  presiding. 
The  Chairman.  Mr.  Morrow. 

STATEMENT  OF  L.  C.  MORROW,  OF  THE  McGRAW-HILL  PUB- 
LISHING CO.,  EDITOR  OF  FACTORY  MANAGEMENT  AND  MAIN- 
TENANCE, REPRESENTING  THE  NATIONAL  PUBLISHERS'  AS- 
SOCIATION 

The  Chairman.  You  represent  the  Associated  Business  Papers, 
Inc.? 

Mr.  Morrow.  I  represent  the  publishing  division  of  the  National 
Pubhshers'  Association.  I  have  a  rather  carefully  prepared  brief, 
Mr.  Chairman,  which  I  would  like  to  submit  for  the  record. 

The  Chairman.  You  may  submit  the  brief  and  then  you  may  call 
attention  to  any  particular  feature  that  you  care  to. 

Mr.  Morrow.  I  would  like  to  summarize  the  brief  for  the  benefit 
of  the  committee. 

The  Chairman.  All  right. 

Mr.  Morrow.  The  business  press  has  a  very  large  proportion  of 
pay  roll  to  total  expenditures,  and  according  to  figures  that  I  have 
compiled  representing  the  income  and  expenses  for  84  business  publi- 
cations during  the  year  1934  the  imposition  of  a  3-percent  tax  on 
pay  rolls  would  have  been  the  equivalent  of  a  25-percent  tax  on  net 
profits.  The  imposition  of  a  4-percent  tax  would  have  meant  the 
equivalent  of  a  35-percent  tax  on  net  profits,  and  in  the  same  way 
the  5-percent  pay-roll  tax  would  have  meant  a  45-percent  tax  on  net 
profits.  The  business  publishers  therefore  feel  that  such  a  step  as 
proposed  in  the  Social  Security  Act  should  be  taken  gradually. 

It  is  in  sympathy  with  the  aims  and  objectives  of  the  act.  It  feels, 
however,  that  the  minor  proposals  in  the  bill  should  be  segregated, 
leaving  for  individual  bills  the  matters  of  old-age  pensions  and 
unemployment  compensation. 

I  thought  that  the  business  press  should  also  be  able  to  give,  to 
some  extent,  the  reactions  of  industry  at  a  hearing  like  this  and  so 
my  associates  and  I  have  asked  industry  for  their  opinions.  We  have 
replies,  by  means  of  telegraph  and  letter,  from  the  representatives 
of  24  industries.  Those  I  summarize  in  this  way:  That  industry,  as 
a  whole,  is  favorable  toward  the  aims  of  social  security  and  believes 
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that  some  such  legislation  must  be  in  effect  some  day.-  It  is  fearful 
of  the  effect  of  the  immediate  passage  of  all  of  the  provisions  of  the 
act  upon  recovery.  It  feels  that  recovery  has  begun,  that  it  is  nec- 
essary to  regain  the  confidence  that  has  been  engendered  and  that 
any  sudden  imposition  of  a  pay-roll  tax  up  to  5  percent,  which  is 
proposed  by  the  bill,  would  retard  recovery. 

To  some  extent  industry  questions  those  provisions  of  the  act 
which  refer  to  the  limitations  on  labor  and  feels  that,  as  written,  the 
legislation  discriminates  in  favor  of  the  professional  union. 

I  find  also  that  there  has  not  been  tune  enough  for  industry  to 
give  as  careful  consideration  to  the  bill  as  it  would  like.  That  is 
because  the  manufacturing  industries  have  been  very  busy  with 
codes.  They  have  been  very  busy  doing  everything  they  possibly 
can,  to  take  advantage  of  the  small  recovery  that  we  have  had.  The 
bill  has  been  available  for  a  relatively  short  time  and  when  it  is  con- 
sidered that  the  survey  committee  iteslf,  and  other  people,  have 
taken  months  and  years  for  consideration  of  the  details,  industry  feels 
that  it  should  have  a  much  longer  time. 

I  can  summarize  my  statements,  then,  Mr.  Chairman,  by  saying 
that  industry  and  the  business  should  appreciate  very  much,  very 
slow  action  in  regard  to  the  bill,  particularly  old-age  pensions  and 
unemployment  security. 

Thank  you,  sir. 

The  Chairman.  Thank  you  Mr.  Morrow. 

(The  brief  referred  to  by  Mr.  Morrow  is  as  follows:) 

Statement  of  L.  C.  Morrow,  of  the  McGraw-Hill  Publishing  Co.,  Editor 
OF  Factory  Management  and  Maintenance,  Representing  the  National 
Publishers'  Association 

It  is  my  purpose  to  convey  to  this  committee  my  interpretation  of  the  attitude 
of  industry  toward  the  Social  Security  Act.  A  quick  survey,  made  by  telegraph 
and  telephone  within  the  past  few  days,  convinces  me  that  no  categorical  analysis 
of  industry's  attitude  can  be  made,  because  industry  is  only  in  the  process  of 
making  up  its  mind.  I  have  in  hand  communications  from  several  associations 
representing  large  groups  of  employers  to  the  effect  that  consideration  of  social 
legislation  is  under  way  and  that  meetings  have  been  scheduled,  but  that  the 
association  officials  are  as  yet  without  benefit  of  a  united  opinion. 

I  have,  also,  from  editors  of  industry  publications,  telegrams  and  letters  which 
indicate  that  the  industries  they  represent  are  equally  unready  to  pass  final 
judgment  upon  such  important  legislation. 

It  is  to  be  expected  that  this  condition  would  obtain.  The  Wagner-Lewis- 
Doughton  bills  are  extensive;  they  propose  legislation  dealing  with  nine  phases 
of  social  conditions.  The  bills  have  been  available  to  the  public  for  a  short  time 
only.  The  report  of  the  Economic  Security  Committee,  which  must  be  examined 
carefully  in  any  serious  study,  is  itself  voluminous.  In  addition  to  this  report 
are  the  opinions  of  experts,  actuarial  and  otherwise,  with  which  industry  feels  it 
must  become  familiar,  and  which  are  reported  in  the  daily  press  as  being  not 
always  in  agreement. 

Despite  this  condition  of  unreadiness  to  be  committed  to  all  the  provisions  of  the 
Social  Security  Act,  there  exists,  in  my  opinion,  a  generally  favorable  attitude  on 
the  part  of  industry  toward  the  aims  and  objectives  of  social-security  legislation. 

There  is  grave  doubt,  however,  that  the  act,  as  written,  is  a  practicable,  working 
measure.  There  is  much  sentiment  in  favor  of  rewriting  the  act  into  several 
bills,  and  there  is  reason  to  believe  that  if  so  rewritten  there  would  be  little 
opposition  on  the  part  of  industry  to  those  parts  of  the  legislation  haying  to  do 
with  old-age  assistance,  aid  to  dependent  children,  maternal  and  child  health, 
crippled  children,  child-welfare  services,  and  public  health. 

There  is  much  question  as  to  whether  or  not  Government  operation  of  annuities 
is  participation  in  the  insurance  business  to  an  extent  that  would  pi^ovide  unwar- 
ranted competition  with  private  companies  engaged  in  the  insurance  business. 
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With  separate  treatment  of  the  provisions  of  the  act  that  I  have  just  enumer- 
ated, there  would  remain  the  two  major  provisions  to  be  treated  in  separate  bills, 
namely,  old-age  pensions  and  unemployment  compensation.  It  is  with  these  two 
subjects  that  industry  is  chiefly  concerned. 

Why  it  is  concerned  it  is  not  difficult  to  understand.  In  the  year  of  greatest 
prosperity,  1929,  the  average  net  income  for  the  manufacturing  industries  report- 
ing for  income-tax  purposes  under  the  classification  "Consolidated  corporation 
returns",  was  6.8  percent  of  total  income.  On  the  basis  of  this  percent- 
age, the  net  income  for  all  manufacturing  industries  in  that  year  was  approx- 
imately 4  billions.  Wages  and  salaries  for  that  year,  all  manufacturing  indus- 
tries, amounted  to  16  billions,  in  round  numbers.  Only  a  3-percent  tax  on  the 
pay  rolls  of  that  year  would  have  been  equivalent  to  an  11.7-percent  tax  on  net 
profits.  This  can  be  compared  with  a  13%-percent  income  tax  on  corporation 
incomes. 

To  apply  this  calculation  to  a  specific  industry,  that  of  the  business  press,  I 
have  figures  to  show  that  a  3-percent  tax  on  pay  rolls  in  1934  would  have  been 
equivalent  to  a  26-percent  tax  on  net  income.  A  4-percent  tax  on  pay  rolls 
would  have  been  equivalent  to  a  35-percent  tax  on  net  income,  and  a  5-percent 
pay-roll  tax  would  have  meant  the  equivalent  of  a  45-percent  tax  on  net  income. 
That  these  figures  are  so  high  is  because  of  the  extraordinary  proportion  of  pub- 
lishing expenses  going  into  pay  roll. 

There  is  an  obvious  objection  to  this  method  of  considering  a  pay-roll  tax. 
It  is  that  the  tax  should  be  compared  with  gross  instead  of  net  income  because  the 
tax  is  intended  to  become  a  part  of  the  cost  of  doing  business,  and  is  expected  to 
be  passed  on  to  the  consumer. 

Of  its  ability  to  pass  on  such  costs  to  the  consumer,  without  retarding  recovery, 
industry  is  frankly  dubious.  It  recognizes  the  law  of  diminishing  returns,  and 
knows  that  decreased  sales  as  a  result  of  increased  prices  result  in  decreased 
employment  and  begin  the  vicious  spiral  with  which  we  are  all  so  familiar.  It 
has  reason  to  believe,  also  that  a  given  tax  on  pay  roll  is  likely  to  result  in  dis- 
proportionately higher  costs  in  manufacturing.  The  committee  on  stablization 
of  employment,  Ohio  Manufacturers  Association,  in  1932  estimated  that  a  tax 
of  2  percent  on  all  pay  rolls  may  result  in  a  10-percent  increase  in  the  cost  of 
manufacture.  That  this  condition  may  result  is  due  in  part  to  the  custom  of 
considering  burden,  or  overhead,  as  having  a  fixed  relation  to  labor  costs. 

It  is  worthy  of  consideration  in  this  connection  to  note  that  in  the  business- 
publications  industry  it  would  not  be  an  easy  matter  to  pass  on  to  customers  the 
increased  costs  that  would  result  from  this  legislation.  In  the  first  place,  orders 
usually  are  placed  from  1  to  3  years  in  advance  and  prices  cannot  be  changed 
during  the  contract  period.  Second,  experience  has  shown  that  when  increased 
rates  are  predicated  on  no  other  basis  than  that  they  are  necessary  to  meet 
increased  costs,  the  volume  of  business  tends  to  fall  off  and  thus  offset  the  effect 
of  the  increased  prices. 

In  any  industrj'  where  a  comparable  relationship  between  total  costs  and  pay 
rolls  exists,  there  is  likely  to  be  objection  to  the  act  because  of  high  cost. 

In  addition  to  these  questions  raised  by  industry  others  have  arisen: 

Should  not  the  unemployment  compensation  fund  be  collected  and  disbursed 
in  accordance  with  a  uniform  Federal  system? 

Should  not  the  Federal  subsidy  system  be  employed? 

Is  the  old-age  pension  set-up  solvent  at  the  start,  and  is  it  to  remain  so? 

Has  the  best  means  of  financing  old-age  pensions  and  unemployment  com- 
pensation been  devised? 

There  is  evidence  that  industry  disagrees  with  the  provisions  of  section  602  (e) , 
feeling  that  those  provisions  favor  trade-union  membership  to  the  detriment  of  the 
employee  representation  type  of  organization,  and  tend  toward  the  continuation 
of  strife  in  industrial  labor  relations. 

There  is  some  feeling  that  the  German  social  legislation,  from  which  this 
country  should  secure  guidance,  has  not  proved  workable.  This  feeling  is  in  part 
justified  by  statements  such  as  the  following  made  by  Gustav  Hartz,  German 
economist: 

"In  States  governed  by  parliaments  with  equal  votes  for  all,  the  opposition, 
unembarrassed  by  responsibility,  use  social-political  aspirations  as  the  most 
efficient  auxiliary  for  canvassing  among  the  working  classes.  Whosoever 
promises  most  gets  the  most  votes  and  with  them  the  greatest  political  power. 
Social  democracy  in  Germany,  until  its  collapse,  owed  a  great  deal  of  its  success 
to  social  insurance.  Social  insurance  was  created  in  the  struggle  against  social 
democracy.  It  becomes  the  strongest  aid  in  forming  political  opinion  in  their 
favor." 
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My  principal  conclusion,  the  point  that  I  wish  most  to  emphasize,  is  that  those 
parts  of  the  social  legislation  being  considered  that  are  devoted  to  old-age  pen- 
sions and  unemployment  compensation  should  not  be  hastily  adopted.  Even  if 
2  more  years  were  given  to  study,  a  negligible  amount  of  time  would  be  lost, 
when  time  is  measured  in  relation  to  history.  The  most  careful  consideration 
of  the  opinions  of  all  concerned  is  urged  because,  by  its  very  nature,  social  legis- 
lation is  one  kind  of  legislation  that,  once  taken  up,  cannot  be  abandoned. 
******* 

In  support  of  the  several  statements  that  I  have  made  in  this  brief,  I  attach 
appendixes  showing. 

(1)  The  derivation  of  the  percentage  figures  setting  up  the  relationship  be- 
tween a  3-percent  pay-roll  tax  and  net  income  for  the  manufacturing  industries, 
year  1929. 

(2)  The  derivation  of  similar  figures  for  the  business  periodical  publishing 
industry,  year  1934, 

(3)  The  telegrams  and  letters  referred  to. 

Appendix  I 

Relation  of  3-percent  pay-roll  tax  to  net  income,  mamifacturing  industries,  1929 

[Sources  of  Statistics:    U.  S.  Census  of  Manufactures  and  Statistics  of  Income  for  1929,  U.  S.  Treasury 

Department] 

Gross  income,  consolidated  corporation  returns $41,  233,  953,  245 

Net  income,  consolidated  corporation  returns 2,  801,  292,  376 

Net  income  in  percentage 6.  8 

Value  of  sales,  all  manufacturing  industries $59,  354,  616,  000 

Wages ----  11,  620,  973,  254 

Salaries,  including  salaries  for  employees  of  central  adminis- 
tration offices- 4,  195,  501,  392 

6.8  percent  of  value  of  sales  =  $4,036, 113,888  net  income. 

3  percent  (pay-roll  tax)  of  total  wages  and  salaries  =  $474,494,239. 

This  tax  is  11.7  percent  of  the  net  income. 


Appendix  II 

Income  and   pay  rolls,   business   paper  division   periodical   publishing  industry, 

year  1934 

The  following  statement  has  been  carefully  compiled  from  accurate  statements 
submitted  by  84  representative  publications,  incuding  monthlies,  semimonthlies, 
and  weeklies,  comprising  in  gross  volume  of  business  about  25  percent  of  the 
industry: 

Gross  income  from  ail  operations $11,  311,  575 

Salaries  and  other  recommendations  paid  to  employees 4,  465,  921 

Portion  of  mechanical  costs,  materials,  etc.,  represented  by  pay  rolls.       2,  062,  387 

Total  salaries  and  other  remuneration 6,  528,  308 

Other  costs 4,  044,  737 

10,  563,  045 

Net  income- 748.  530 

A  3-percent  tax  on  pay  rolls  of  $6,528,308  would  aggregate  $195,848  or  26  per- 
cent of  the  net  income. 

A  4-percent  tax  on  pay  rolls  of  $6,528,308  would  aggregate  $261,132  or  35  per- 
cent of  the  net  income. 

A  5-percent  tax  on  pay  rolls  of  $6,528,308  would  aggregate  $336,415  or  45  per- 
cent of  net  income. 

It  should  be  borne  in  mind  that  in  determining  pay  rolls  which  are  used  as  a 
base  for  the  tax  provided  in  this  legislation,  we  have  only  considered  the  pay  rolls 
of  companies  immediately  engaged  in  the  industry  and  those  in  service  organiza- 
tions, such  as  printers,  engravers,  etc.,  engaged  in  the  mechanical  operations  in 
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the  production  of  periodicals  for  the  publishing  companies  considered.  It  is 
obviously  difficult  to  determine  the  increased  costs  which  will  result  from  the 
ultimate  passing  on  of  the  tax  on  many  other  items  of  cost  entering  into  the  opera- 
tions of  units  in  the  industry,  such  as  traveling  expenses,  stationery,  rents,  etc. 


Appendix  III. — Telegrams  and  Letters 

San  Francisco,  Calif.,  February  5,  1935. 
H.  C.  Parmelee, 

Editor  Engineering  and  Mining  Journal: 
Proper  kind  of  social  insurance  desirable  if  not  too  large  drain  on  business  and 
does  not  result  in  too  great  tax  on  industry. 

California  Metal  &  Mineral  Producers  Association. 


Chicago,  III.,  February  5,  1935. 
L.  V.  Burton, 

Editor  Food  Industries: 
Our  association  has  not  yet  determined  attitude  Social  Security  Act. 

Milton  Hult, 
President  International  Association  of  Milk  Dealers. 


Washington,  D.  C,  February  5,  1935. 
L.  V.  Burton, 

Editor  Food  Industries, 

McGraw-Hill  Building,  Neiv  York  City: 
Our  counsel  studying  bill  at  request  of  legislative  committee  which  will  take 
no  position  until  after  report  of  counsel. 

Frank  E.  Gorrell, 
Secretary  National  Canners  Association. 


Chicago,  III.,  February  6,  1935. 
L.  V.  Burton, 

Editor  Food  Industries, 

330  West  Forty-second  Street: 
Retel  fifth  industry  members  have  not  expressed  selves  on  Social  Security 
Act.     Association  by  virtue  on  its  membership  represented  by  national  chamber 
of  commerce. 

National  Confectioners  Association. 


New  York,  N.  Y.,  February  6,  1935. 
Douglas  C.  Woolf, 
Editor  Textile  World, 

330  West  Forty-second  Street. 
Our  legislative  committee  has  social-service  legislation  under  advisement  and 
has  reached  no  conclusion;  therefore,  sorry  cannot  express  opinion  today. 

Peter  Van  Horn, 
President  National  Federation  of  Textiles. 


Washington,  D.  C,  February  5,  1935. 
Sidney  A.  Hale, 
Editor  Coal  Age, 

330  West  Forty-second  Street,  New  York. 
Your  wire.     Owing  to  the  uncertainty  of  social-securities  proposal,  our  board 
of  directors  has  taken  no  position  on  this  matter  up  to  this  time.     I  am  not  at 
all  sure  just  what  the  final  suggestion  of  the  Government  will  be. 

J.  D.  Battle, 
Secretary  National  Coal  Association, 

Washington,  D.  C. 
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Philadelphia,  Pa.,  February  6,  1935. 

J.  A.  Channon, 

Editor,  Mill  Supplies. 

(Care  McGraw  Hill  Publishing  Co.) 
Approve  objectives  Social  Security  Act  but  believe  system  should  be  introduced 
gradually  in  an  uniform  manner  in  all  States  and  that  greater  proportion  of  cost 
sliould  be  borne  by  individual  States  rather  than  National  Government,  and 
that  employees  should  participate. 

George  A.  Fernlet, 
Secretary-treasurer,  National  Supply  and  Machinery  Distributors  Ass'n. 


New  York,  N.  Y.,  February  5,  1935. 
Sam  Williams, 

Editor,  Electrical  Contracting, 

New  York,  N.  Y.: 
The  Social  Securities  Act  now  being  considered  before  Congress  has  an  impor- 
tant position  in  our  present  activities  but  believe  that  the  subject  is  one  of  such 
great  importance  that  no  effort  should  be  made  in  finally  passing  the  act  by  Con- 
gress but  should  be  withheld  for  future  study  and  recommendation.  We  do  not 
favor  the  enactment  of  new  State  legislation  by  States  that  would  reflect  a 
similar  condition  as  presented  in  the  recommended  act. 

National  Electrical  Contractors  Associaiion, 
L.  E.  Mayer,  President. 


New  York,  N.  Y.,  February  5,  1935. 
John  A.  Miller, 

Editor  Transit  Journal,  New  York  City: 
Regarding  your  inquiry  as  to  social-security  legislation  proposed  in  S.  1130, 
now  under  consideration  by  congressional  committees,  please  note  unfair  and 
unsound  position  in  which  transit  industry  finds  itself  under  unemployment- 
insurance  provisions,  title  6  of  proposed  measure.  Bill  proposes  apply  3-percent 
Federal  pay-roll  tax  with  no  distinction  between  industries  affording  stabilized 
employment  and  those  highly  unstabilized  and  subject  wide  seasonal  fluctuation. 
Nor  is  any  provision  made  for  recognition  of  financial  condition  of  employer. 
Thus  many  transit  companies  affording  employees  stabilized  year-around  employ- 
ment and  beset  with  serious  financial  difficulty  in  their  effort  maintain  essential 
public  service  are  to  be  called  upon  pay  same  tax  as  industries  operating  profitably 
with  highly  unstabilized  employment  conditions.  In  this  respect  proposed 
Federal  act  obviously  inequitable  and  fails  recognize  essential  principled.  Modi- 
fications which  would  apportion  burden  more  equitably  between  industries  on 
basis  employment  stability  and  financial  condition  urgently  needed  by  transit 
industry  with  200,000  employees. 

Charles  Gordon, 
Managing  Director  American  Transit  Association. 


Omaha,  Nebr.,  February  6,  1935. 
Sydney  A.  Hale, 
Editor,  Coal  Age, 

330  West  Forty-second  Street,  New  York,  N.  Y.: 
Unable  short  time  to  give  you  any  concrete  advice  on  social-securities  acts. 

Eugene  McAuliffe, 
President  Union  Pacific  Coal  Co. 


Chicago,  III.,  February  6,  1936. 
Malcolm  Muir, 

President  McGraw-Hill  Publishing  Co., 

330  West  Forty-second  Street,  New  York,  N.  Y.: 
Cost  of  unemployment  insurance  and  old-age  pension  legislation  probably  will 
affect  our  industry' same  as  others.     It  should  be  noted  that  a  large  percentage 
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of  employees  in  meat-packing  industry  have  been  working  under  32-hour-week 
guaranty.  Therefore  seems  doubtful  whether  unemployment  insurance  would 
have  much  further  effect  in  regularizing  work. 

Paul  I.  Aldrich, 
Publisher  and  Editor  the  National  Provisioner. 


Chicago,  III.,  February  5,  1935. 
Malcolm  Muir, 

President  McGraw-Hill  Publishing  Co. 
Millers  holding  passive  attitude  on  Wagner  and  Lewis  bills.  Little  opposition 
developing  because  of  feeling  that  some  legislation  of  this  character  is  inevitable 
and  that  proposed  bills  are  saner  than  Townsendism  or  similar  wild  proposals; 
however,  pay-roll  tax  is  deemed  mistake  since  it  may  lead  to  further  pruning  of 
working  force  and  more  unemployment. 

Newton  C.  Evans, 
Vice  President  and  Managing  Editor,  American  Miller. 


Chicago,  III.,  February  5,  1935. 

K.    H.    CONDIT, 

Editor,  American  Machinist, 

New  York  City. 
Have  not  yet  taken  official  position  Social  Security  Act.     Our  representative 
appearing  at  hearing. 

National  Metal  Trades  Association. 


Cleveland,  Ohio,  February  6,  1935. 
Kenneth  Condit, 

Editor  American  Machinist: 
While  our  association  has  taken  no  definite  action  regarding  social  security 
ace,  best  opinion  is  that  we  go  along  with  White  Sulphur  recommendations. 

National  Machine  Tool  Builders  Association. 
Herman  H.  Lind. 


Chicago,  III.,  February  6,  1935. 
K.  H.  Condit, 

Editor  American  Machinist: 
Retel  executive  committee  our  industry  at  January  meeting  approved  as  its 
position  the  declarations  of  the  Joint  Business  Conference  for  Economic  Recovery, 
White  Sulphur  meeting.     Present  proposed  bills  indicate  need  for  investigation 
proposed  in  those  declarations. 

Metal  and  Allied  Products  Association. 
John  W.  Oleary, 


The  "Declarations"  referred  to  in  these  two  telegrams  are  those  of  the  Joint 
Business  Conference  for  Economic  Recovery,  as  follows: 


"Relief  of  distress  caused  by  unemployment  is  one  of  the  foremost  problems 
confronting  the  Nation.  Management,  employees,  and  all  other  social  groups 
share  in  the  responsibility  of  solving  this  relief  problem  and  in  promoting  the 
reemployment  in  productive  enterprises  of  those  now  idle. 

"Society  recognizes  that  distress  should  be  relieved.  The  most  effective 
solution  of  the  problem  of  unemployment  and  relief  is  the  creation  of  such  con- 
fidence between  industry  and  the  Government  that  business  can  proceed  with 
plans  to  develop  new  industries,  to  enlarge  existing  enterprises,  and  freelj'  to 
place  private  capital  in  the  investment  field.  This  conference  believes  the  follow- 
ing principles  should  guide  the  granting  of  relief: 
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"1.  Relief  is  not  properly  a  function  of  the  Federal  Government,  but  is  pri- 
marily the  obligation  of  the  family,  of  private  charity,  of  the  municipality,  and  of 
the  State.  The  Federal  Government  should  aid  only  when  absolutely  necessary. 
An  unwillingness  on  the  part  of  some  States  and  municipalities  fully  to  share  in 
relief  aid  is  manifest.  A  constructive  step  in  overcoming  this  reluctance  would  be 
to  return  to  the  States  as  soon  as  practicable  the  burden  of  relief. 

"2.  Relief  should  be  administered  by  local  agencies  with  the  sympathetic 
cooperation  of  civic-minded  citizens,  conversant  with  local  conditions. 

"3.  All  forms  of  relief  should  be  under  local  centralized  control  and  should, 
where  practicable,  be  granted  in  connection  with  properly  organized  agencies 
which  will  first  endeavor  to  supply  work  in  private  industry. 

"4.  The  balancing  of  the  Federal  Budget  will  provide  confidence,  stimulate 
private  initiative,  and  increase  opportunities  for  private  employment.  The 
creation  of  public  works  for  the  purpose  of  providing  relief  invites  waste  and 
definitely  defers  a  balanced  budget.  In  those  projects  to  which  the  Government 
is  already  committed,  the  wage  rate  paid  for  work  relief  in  any  locality  should 
always  be  substantially  less  than  the  going  rate  for  similar  work  in  private 
industry,  thus  supphang  a  definite  incentive  to  engage  in  private  employment. 
Direct-relief  payments  should  always  be  materially  lower  than  rates  paid  for 
work  relief  in  the  same  locality. 

"5.  For  those  out  of  work  employment  on  useful  public-construction  projects 
not  created  primarily'  for  the  purposes  of  relief  and  at  wages  not  in  excess  of  the 
direct-relief  payments  which  they  would  otherwise  receive  should  be  encouraged 
in  order  that  long-continued  idleness  with  its  unfortunate  effects,  both  physical 
and  moral,  may  wherever  possible  be  avoided." 


WiLKiNSBURG,  Pa.,  February  6,  1935. 
Kenneth  H.  Condit, 

Editor  American  Machinist. 
Re  your  wire  5th  attitude  this  industry  social  security  act  too  momentous  a 
problem  to  be  hastily  dealt  with.  The  practicaoility  of  such  a  plan  must  be 
proved  beforehand  with  due  consideration  to  the  ability  of  industry  to  carry 
the  increased  burden  with  the  effect  of  resulting  increasing  prices,  retarding 
consumption.  Our  recommendation  is  that  out  of  the  experience  already  gained 
by  leading  industries  it  should  be  possible  for  all  industry  through  trade  associa- 
tion with  the  cooperation  of  the  Government  as  in  the  N.  R.  A.  to  make  appli- 
cable workable  provision  for  fair  and  equitable  social  security  against  old  age, 
accident,  and  illness  for  all  employees  entitled  to  it  through  faithful  service. 

J.  C.  McQtjiston, 
American  Gear  and  Manufacturers  Associatio7i . 


Associated  Industries  of  Massachusetts, 

Boston,  February  5,  1935. 
Mr.  L.  C.  Morrow, 

Editor  Factory  Management  and  Maintenance, 

New  York,  N.  Y. 
My  Dear  Mr.  Morrow:  Rej^lying  to  your  wire  of  even  date,  permit  me  to  say 
that  the  advisory  committee  on  legislative  policies  and  appointments  of  the 
Associated  Industries  of  Massachusetts  will  not  meet  until  2  p.m.,  Wednesday, 
February  6,  for  the  purpose  of  giving  consideration  to  the  Social  Security  Act, 
and  deciding  upon  a  policy  which  it  will  recommend  to  the  executive  committee 
of  this  association  at  its  regular  monthly  meeting  on  Friday,  February  8,  begin- 
ning at  10:30  a.  m. 

Consequently,  I  cannot  wire  you  by  tomorrow  noon  the  attitude  of  this  asso- 
ciation as  it  is  not  yet  determined,  and  even  after  the  meeting  tomorrow,  it  would 
not  be  prudent  for  me  so  to  do,  because  the  final  policy  of  the  organization  must 
be  determined  by  the  executive  body  at  its  meeting  2  days  later. 
Very  truly  yours, 

O.  L.  Stone, 

General  Manager. 
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New  England  Council, 
Economic  Development  and  Research, 

Boston,  Mass.,  February  5,  1935. 
Mr.  L.  C.  Morrow, 

Editor  Factory  Management  and  Maintenance, 

McGraw-Hill  Publishing  Co.,  New  York  City. 
Dear  Mr.  Morrow:  The  New  England  Council  has  not,  through  a  committee 
or  otherwise,  made  any  study  of  the  proposed  Social  Security  Act,  and  we  there- 
fore have  no  official  attitude  with  respect  thereto  that  we  can  communicate  to 
you  in  response  to  your  telegram  received  this  afternoon. 
Sincerely  yours, 

Dudley  Harmon, 
Executive  Vice  President. 


New  York,  N.  Y.,  February  6,  1935. 
Malcolm  Muir, 

President  McGraw  Hill  Publishing  Co.: 
It  is  not  clear  how  building  contractors  from  small  to  large  subcontractors, 
working  foremen,  and  the  several  million  unorganized  building  mechanics  in  the 
suburbs,  smaller  cities,  and  rural  communities  can  be  effectively  brought  under 
the  social  security  plan  because  of  the  discontinuous  character  of  operations  in 
this  field.  More  days  per  year  of  employment  for  building-trades  workers  and 
their  managers  is  a  challenging  objective.  If  proposed  legislation  can  help  to 
solve  this  problem  and  reach  this  objective  without  imposing  too  great  costs,  it 
would  benefit  both  the  building  industry  and  the  owners  of  homes  and  other 
buildings. 

Bernard  L.  Johnson, 
Editor,  American  Builder,  Chicago. 


Cleveland,  Ohio, 

February  5,  1935. 
Malcolm  Muir, 

President  McGraw-Hill  Publishing  Co.: 
Social  legislation  would  cost  iron,  steel,  and  allied  industries  estimated  37 
million  annually  at  beginning  and  mounting  gradually  to  maximum  140  million 
annually.  Steel  industry  generally  favors  principle  pensions  and  unemployhaent 
funds  but  suspicious  hastily  drawn  bill.  Will  protest  inclusion  hidden  clauses 
discriminating  in  favor  members  professional  labor  unions.  Would  strongly 
prefer  legislation  thoroughly  divorcing  administration  of  pension  and  unemploy- 
ment plans  from  political  influence  and  if  possible  uniform  plans  under  private 
control  but  with  Government  supervision. 

E.  L.  Shaner, 
"Steel",  Cleveland,  Ohio. 

St.  Louis,  Mo.,  February  5,  1935. 
Malcolm  Muir, 

President  McGraw-Hill  Publishing  Co.: 
Re  tel.  difficult  to  foresee  direct  benefit  to  paint  industrj^  from  enactment  of 
social  legislation  other  than  shared  by  all  business  if  objective  of  greater  stability 
can  be  obtained.  Seems  to  be  no  doubt  that  there  is  increasing  public  demand 
for  this  sort  of  thing,  but  wonder  whether  public  will  expect  to  pay  in  the  form 
of  sales  taxes,  etc.,  or  whether  it  is  generally  believed  that  public  Treasury  is 
inexhaustible  or  anticipated  that  business  will  be  made  to  pay.  Seems  time  that 
all  programs  of  Government  expenditure  should  anticipate  raising  of  necessary 
revenue  and  that  steps  should  be  taken  toward  balancing  of  the  budget. 

George  H.  Priest,  Jr., 
Editor  American  Paint  Journal. 
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Chicago,  III.,  February  6,  1935. 
Malcolm  Muir, 

President  McGraw  Hill  Publishing  Co.,  New  York: 
Add  my  wire  today.  I  speak  feelingly  and  knowingly  of  the  necessity  for 
sound  management  of  proposed  social  legislation,  as  the  oil  industry  has  suffered 
much  from  dishonest  and  incompetent  government  supervision.  How  far  the 
dishonesty  has  gone  I  do  not  know,  but  I  do  know  the  incompetence  goes  straight 
to  oil  dictator,  Ickes,  and  to  Roosevelt  for  keeping  him  there.  If  Ickes  were  to  run 
these  proposed  social  activities  as  he  has  tried  to  run  the  oil  industry,  he  would 
completely  wreck  this  country.  Do  not  think  you  can  emphasize  this  point  and 
this  example  too  much.  Read  this  telegram,  if  you  will,  at  your  hearing.  The 
Cole  Congressional  Committee  investigating  the  oil  industry  politely  but  firmly 
reported  against  Ickes  having  anything  more  to  do  with  the  oil  industry. 

Warren  C.  Platt, 
National  Petroleum  News,  Cleveland,  Ohio. 


National  Petroleum  News, 
Cleveland,  Ohio,  February  5,  1935, 
Mr.  Malcolm  Muir, 

President  McGraw  Hill  Publishing  Co.,  New  Yorh. 
Dear  Mr.  Muir:  Your  wire  today;  most  if  not  all  of  bigger  oil  companies 
now  have,  and  some  have  had  for  many  years,  various  forms  of  pensions,  sick 
and  death  benefits,  and  generous  policies  on  most  lay-offs.  But  perhaps  some  20 
to  25  thousand  small  but  legitimate  oil  companies  in  producing  and  marketing 
with  a  few  in  refining  have  no  such  plans. 

The  marketing  branch  of  the  industry  is  in  violent  competition  right  now  with 
some  200,000  and  more  price-cutting  retail  dealers,  cooperative  oil  companies, 
and  straight  price  cutters  who  have  no  protective  features  for  their  employees. 
If  these  last  were  forced  to  contribute  to  such  protection  as  bigger  companies 
are  now  doing,  it  might  help  to  lessen  some  of  their  price  cutting  by  bringing  up 
their  costs. 

Of  course,  companies  now  protecting  their  employees  should  not  be  forced  to 
pay  twice  or  pay  for  their  competitors'  employees. 

My  personal  opinion  of  all  this  proposed  legislation  is  that  if  it  can  be  kept  on 
a  sound  actuarial  basis  as  life,  fire,  and  accident  insurance,  industry  would  do 
well  to  take  it  on  provided  it  could  be  administered  and  managed  free  from 
political  influence  of  every  kind  both  honest  and  dishonest.  But  I  fear  for  the 
incompetence  and  dishonesty  of  management  if  run  by  the  Government,  as  well 
as  the  greediness  of  radicals  in  trying  to  milk  the  so-called  "rich."  We  have  not 
asked  nor  had  any  opinion  from  the  industry  at  large,  on  this  subject. 
Yours  very  truly. 

National  Petroleum  News, 
Warren  C.  Platt. 


Bus  Transportation, 
New  York,  N.  Y.,  February  6,  1935. 
Mr.  Malcolm  Muir, 

President  McGraw-Hill  Publishing  Co.,  Inc.,  New  York,  N.  Y. 

Dear  Mr.  Muir:  In  reply  to  your  request  for  a  statement  of  the  attitude  of  the 
bus  industry  toward  social-security  legislation,  it  is  my  opinion  the  industry  in 
general  realizes  that  some  form  of  social-security  legislation  may  be  necessary  and 
I  believe  the  industry  is  not  too  strongly  opposed  to  the  general  principles  involved 
although  busmen  are  urging  that  the  Government  proceed  with  caution  and  con- 
sider all  of  the  factors  involved  before  taking  final  action. 

The  utmost  care  must  be  taken  not  to  add  financial  burdens  that  may  prove 
intolerable  to  a  business  that  is  just  beginning  to  feel  the  benefits  of  the  general 
revival  in  trade  and  industry,  but  is  as  yet  far  from  being  in  a  stable  condition  or 
on  a  profitable  basis. 

In  formulating  recommendations  the  bus  industry  must  be  considered  in  two 
parts,  i.  e.,  carriers  operating  purely  local  and  suburban  service,  and  carriers  in 
intercity  and  interstate  service.  The  two  divisions  of  the  industry  should  be 
treated  separately.  This  was  found  necessary  under  the  N.  R.  A.  codes.  With 
city  and  local  companies,  for  instance,  wages  absorb  approximately  44  percent  of 
the  total  revenues.     An  additional  levy  for  social  insurance  would  bring  their 
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employees  wage  and  insurance  costs  to  close  to  50  percent  of  gross  revenues.  On 
the  other  hand,  intercity  carriers  as  a  whole  pay  only  29  percent  of  their  revenues 
in  wages.  In  this  latter  group  carriers  operating  distances  of  under  300  miles 
fare  worse,  than  those  operating  longer  distances,  their  percentage  of  gross  revenue 
paid  out  in  wages  and  salaries  raging  from  33  to  36  percent. 

Coordinator  Eastman  in  his  recent  report  has  recommended  the  establishment  of 
a  national  insurance  system  for  the  transportation  industry  as  a  whole  rather  than 
a  host  of  separate  State  systems.  He  suggests  that  the  railroad  and  motor  trans- 
portation funds  be  combined  and  kept  separate  from  other  funds  and  administered 
by  the  Federal  Government.  The  coordinator  states  that  the  highway  industry 
should  help  carry  the  unemployment  load  of  the  railroads,  because  the  highway- 
transportation  industry  is  expanding  whereas  the  railroads  are  contracting.  The 
merit  of  this  plan  is,  to  say  the  least,  doubtful.  It  has  all  the  earmarks  of  putting 
an  intolerable  load  on  the  motor-bus  industry. 

The  provision  in  proposals  now  being  considered  which  apparently  would 
exempt  all  companies  with  less  than  four  employees  seems  to  leave  the  door  wide 
open  for  the  small,  shoestring  company  to  operate  at  cut  rates  and  to  seriously 
hamper  the  larger  companies  who  must  comply  with  the  law. 

Trusting  that  this  may  furnish  the  information  you  desire,  I  am 
Yours  verv  truly, 

C.  W.  Stocks,  Editor. 


Interoffice  Correspondence, 
McGraw-Hill  Ptiblishing  Co.,  Inc., 

February  6,  19S5. 
Mr.  L.  C.  Morrow, 

Editor,  Factory  Management  and  Maintenance: 
It  is  practically  impossible  to  get  for  publication  expressions  of  opinion  on  the 
social-security  legislation  from  the  heads  of  textile  associations  or  from  outstand- 
ing individuals  in  the  industry.  The  associations  have  not  had  the  opportunity 
to  consider  this  legislation  to  any  extent  and  consequently  the  executives  are  not 
willing  to  be  quoted.  In  the  first  place  there  has  been  a  tremendous  pressure  of 
more  immediate  matters  in  connection  with  code  administration,  etc.  In  the 
second  place,  the  scope  of  the  proposed  legislation  is  so  broad  that  it  seems  to  be 
beyond  the  grasp  of  the  average  man  in  our  industry,  at  least  to  date.  It  is  some- 
thing that  is  going  to  take  a  lot  of  consideration  and  discussion  before  any  real 
opinion  crystallizes  in  the  textile  industry. 

Nothing  I  have  said  is  meant  to  imply  the  existence  of  an  unfavorable  attitude 
within  our  industry.  As  a  matter  of  fact,  I  have  been  pleasantly  surprised  by  the 
rapidly  increasing  numbers  of  men  with  whom  I  have  contact  who  seem  to  have 
come  to  the  belief  that  some  types  of  social  legislation  are  absolutely  necessary. 
Many  of  these  men  were  cold  on  the  proposition  before.  Nevertheless  it  is  also 
true  that  they  have  not  been  able  to  formulate  their  own  ideas  as  to  just  what  lines 
such  legislation  ought  to  follow;  naturally,  when  it  comes  to  details,  they  are 
completely  lost. 

Douglas  G.  Woolf, 
Editor,  Textile  World,  N.  Y. 

McGraw-Hill  Publishing  Co.,  Inc., 

February  6,  19S5, 
Subject:  Social  legislation. 

To:  Mr.  L.  C.  Morrow,  editor  Factory  Management  and  Maintenance. 
From:    S.    D.    Kirkpatrick,   editor    Chemical    and    Metallurgical    Engineering, 

New  York. 

Most  chemical  executives  of  my  acquaintance  have  taken  a  very  realistic 
viewpoint  on  this  whole  matter  of  social  legislation.  That  viewpoint  was  well 
expressed  by  William  B.  Bell,  president  of  the  American  Cyanamid  Co.,  and  head 
of  the  most  important  trade  association  in  our  field,  in  the  contributions  he  made 
to  the  New  York  City  meeting  of  the  National  Association  of  Manufacturers  and 
the  subsequent  conference  at  White  Sulphur. 

"Social  security  must  come  only  by  measures  which  reduce  rather  than  per- 
petuate or  actually  increase  unemployment.  *  *  *  Chemical  industry  is 
ready  to  cooperate  in  an  impartial  study  of  unemployment  insurance  and  also  to 
give  approval  to  the  adoption  of  a  sound  solution." 
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Experience  of  some  of  the  larger  companies  in  our  field,  notably  E.  I.  du  Pont 
de  Nemours  &  Co.,  Eastman  Kodak  Co.,  Standard  Oil  Co.  of  New  Jersey,  has 
definitely  proved  that  workable  plans  may  be  effected  for  handling  the  problem  of 
old-age  pensions  which  under  such  circumstances  can  be  put  on  an  actuarial  basis 
and  adequately  safeguarded.  These  companies  look  with  some  disfavor  on  cer- 
tain socialistic  proposals  that  would  involve  additional  uncertainties  as  well  as 
burdens  on  industry.  In  the  main,  however,  I  am  sure  you  will  find  chemical 
industry  behind  any  program  of  sound  legislation  provided  ample  time  is  given 
for  thorough  investigation  and  study. 

S.    D.    KiRKPATRICK. 


McGraw-Hill  Publishing  Co.,  Inc., 

February  6,  19S5. 
Subject:  Attitude  of  radio  industry  toward  Social  Security  Act. 
To:   Mr.  L.  W.  Morrow,  editor,  Factory  Management  and  Maintenance. 
From:  Ray  V.  Sutliffe,  managing  editor.  Radio  Retailing,  N.  Y. 

Bond  Geddes,  executive  vice  president  of  the  Radio  Manufacturers  Associa- 
tion, stated  to  the  writer  this  morning  that  the  members  of  his  association  or  the 
board  of  directors  of  same  have  held  no  meeting  since  the  announcement  of  the 
Social  Security  Act,  nor  has  there  been  time  for  him  to  receive  the  reactions  of 
any  individual  manufacturers. 

Geddes  urges  that  proper  amount  of  time  be  granted  for  the  due  consideration 
of  the  provisions  of  the  act  before  the  major  provisions,  at  least,  are  voted  upon. 
He  reiterates  that  this  act  should  not  be  rushed  through  and  that  the  members 
of  his  association  desire  time  for  the  calling  of  a  meeting  of  its  directors  to  consider 


same. 


Ray  V.  Sutliffe, 
Managing  Editor  Radio  Retailing. 


Ahrens  Publishing  Co.,  Inc., 
New  York  City,  February  6,  1936. 
Mr,  Malcolm  Muir, 

President,  McGraw-Hill  Publishing  Co., 

330  West  Forty-second  Street,  New  York,  N.  Y. 
Dear  Mr.  Muir:  Social-security  insurance  for  the  hotel  industry  and  the 
restaurant  industry  is,  I  think,  Utopian,  due  to  such  causes  as:  (a)  tremendous 
labor  turnover,  in  many  cases  running  up  to  300  percent  a  year;  (6)  tremendous 
turnover  in  ownership  of  restaurants,  which  is  best  shown  by  the  fact  that  about 
75  percent  of  the  new  restaurants  that  are  started,  fail  or  are  sold  within  a  period 
of  a  year;  (c)  a  large  percentage  of  the  restaurant  and  hotel  employees  of  the 
country  are  foreign  born,  and  in  a  large  percentage  of  the  cases  are  not  American 
citizens. 

The  large,  fine  hotels  and  the  better  restaurants  do  strive  to  do  a  great  deal 
for^the  employees.     Group  insurance  is  in  force  in  almost  all  large  hotels,  and 
the  trend  has  now  been  toward  doing  likewise  in  the  better  restaurants. 
Cordially, 

J.  O.  Dahl,  Editorial  Director. 


Laundry  Age, 
New  York,  February  6,  1935. 
Mr.   Malcolm  Muir, 

President  McGraw-Hill  Publishing  Co., 

The  Associated  Business  Papers,  Inc., 

330  West  Forty-second  Street,  New  York  City. 
Dear  Mr.  Muir:  This  morning  Mr.  Horchler  phoned  us  and  asked  for  some 
expression  on  the  attitude  of  the  laundry  industry   toward  the  Government's 
social  securit}'  program  which  you  could  take  along  to  the  hearing  which  we 
understand  you  are  to  attend  in  Wasliington. 

Laundry  owners  have  increased  wages  considerably  since  the  coming  of  the 
N.  R.  A.  At  the  same  time  the  hours  of  labor  have  been  reduced  from  48  to 
44-40.    This  has  meant  that  costs  were  increased  sharply  at  a  time  when  scarcely 
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any  profits  are  being  made  since  recovery  in  the  industry  has  not  arrived  to  a  very 
appreciable  degree  as  yet. 

This  being  the  case,  we  know  that  members  of  the  industry  look  with  a  great 
deal  of  fear  and  concern  on  any  move  by  the  Government  which  would  tend 
further  to  load  them  with  burdens.  Most  of  those  who  believe  in  the  social 
security  program,  we  beheve  would  make  the  condition  that  workers  themselves 
should  contribute  at  least  half  the  cost  of  any  such  program.  This  has  been  the 
contention  in  States  such  as  Ohio  and  Wisconsin  where  State  legislation  is  in 
effect. 

The  laundry  industry  does  not  deal  in  commodities;  hence  cannot  regulate  its 
prices  to  the  consumer  in  the  way  that  nonservice  industries  do.  Any  extra 
taxation  at  this  time  would  make  profits  practically  impossible.  Wje  feel  that 
we  can  voice  the  general  sentiment  of  the  industry  as  being  opposed  to  any 
program  that  will  saddle  them  with  a  tax  of  from  2  to  5  percent  on  pay  rolls  for 
unemployment  insurance  under  Federal  sponsorship. 

We  are  very  much  interested  in  your  mission  and  will  appreciate  hearing  of 
its  result. 

Very  sincerely  yours, 

Laundry  Age  Publishing  Co., 
J.   M.  Thacker,  President. 


RoBBiNs  Publishing  Co., 
New  York  City,  February  6,  19S5. 
Mr.  Malcolm  Muir, 

President  McGraw-Hill  Publishing  Co., 

380  West  Forty-second  Street,  New  York,  N.  Y. 

Dear  Mr.  Muir:  I  have  been  asked  to  write  you  briefly  relative  to  my  personal 
opinion  as  to  the  subject  of  social  security  and  its  relation  to  the  industry  our 
publication  reaches — the  gas  industry. 

This  is,  of  course,  a  very  broad  subject.  We  all  look  at.it  a  lot  differently  than 
we  did  a  few  years  ago  when  rugged  individualism  was  the  vogue.  I  still  hold 
for  the  rugged  individualism  myself  but  realize  we  must  deal  with  conditions  as 
they  are  and  not  with  what  our  own  logic  might  dictate.  There  would  seem  to 
be  little  question  that  in  the  years  to  come  the  country  will  have  some  sort  of 
social-security  plan  and  the  thing  to  do  is  to  try  and  work  out  a  plan  that  will 
be  workable.  There  are  many  things  in  life  that  would  be  fine  if  they  were 
practical.  If  a  country  could  live  on  the  money  turned  out  by  its  printing 
presses,  all  our  troubles  would  be  over,  but  unfortunately  there  is  always  an 
end  to  such  a  method  of  procedure. 

In  our  particular  industry  the  wage  scale  is  considerably  higher  than  in  most 
other  industries.  A  number  of  companies  do  provide  pensions  for  employees 
60-65  years  old.  Continuity  of  employment  is  another  feature  of  our  industry. 
As  a  whole,  therefore,  our  industry  needs  a  social  security  plan  far  less  than  general 
industry. 

Our  industry  has  to  bear  very  heavy  direct  taxes  at  the  present  time  and  due 
to  public  agitation  for  lower  rates  finds  itself  unable  to  pass  those  costs  on  to 
the  consumer.  Competition  in  all  industry  is  such  today  as  to  make  it  difficult 
to  pass  many  of  the  added  costs  of  the  "New  Deal"  legislation  on  to  the  public 
as  in  the  past.  This  all  tends  to  stifle  incentive  and  so  delay  real  recovery.  If 
the  cost  of  sound  legislation  is  to  be  added  to  present  burdens  it  means  still 
further  delay  of  recovery  regardless  of  how  desirable  these  plans  may  be.  It  is 
my  personal  opinion  that  for  the  good  of  the  country  and  of  the  individuals 
involved  that  old-age  pension  and  the  like  should  be  held  down  to  very  reasonable 
figures  so  that  future  thrift  will  not  be  discouraged  and  the  incentive  for  work 
stifled  on  the  part  of  those  in  the  lower  earning  brackets.  A  65-year  age  limit 
with  a  $30  per  month  payment  would  seem  to  me  the  maximum  burden  the 
country  could  afford  to  bear. 
Yours  very  truly, 

H.  O.  Andrew, 
Editor  Gas  Age-Record. 
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The  Paper  Mill  and  Wood  Pulp  News, 

New  York,  February  6,  1985. 
Mr.  Malcolm  Muir, 

President  AIcGraiv-Hill  Co.,  New  York  City. 

Dear  Mr.  Mtjir:  The  enclosed  is  in  response  to  yonr  relayed  telephone 
request.  It  was  written  after  consultation  with  two  outstanding  gentlemen  of 
this  industry. 

Self-typ^d  after  hours,  please  allow  for  inexpertness. 

A  1-man  combined  editorial,  reportorial,  and  make-up  staff  who  also  indulges 
a  fancy  for  writing  sales  letters  frequently  runs  into  such  snags  because  of  the 
speed  of  the  clock  and  the  N.  R.  A.  provisions  for  stenographers. 

I  would  appreciate  hearing  from  you  on  the  reaction  to  your  presentation  in 
Washington. 

In  a  nutshell,  I  would  say  that  the  attitude  of  the  pulp  and  paper  industry 
toward  social  legislation  is  precisely  that  of  my  own  toward  gratification  of  the 
selfish  pleasure  I  peculiarly,  perhaps,  derive  from  giving  to  others. 

My  income  is  half  what  it  was  in  1929,  yet  the  opportunities  for  performing  acts 
of  worthy  charity  are  many  times  as  great  now  as  then.  I  find  it  utterly  impos- 
sible to  "begin  to  respond  to  my  impulses  to  help  many  whom  I  know  to  be 
deserving  of  help. 

Where  I  once  handed  out  cash,  my  good  wife  now  doles  out  old  clothes  of 
ourselves  or  those  outgrown  by  the  children,  and  some  foodstuffs. 

My  own  conviction  is  that  mental  and  physical  laziness  brought  us  to  this 
condition,  aggravated  by  a  modicum  of  general  dishonesty,  and  nothing  will 
serve  as  a  remedy  but  hard  intelligent  work,  plus  honest  service  for  an  honest 
price. 

Sincerely  yours, 

Joe  Hodgins,  Editor. 


Federal  Legislation  on  Social  Problems  and  the  Paper  and  Pulp  Industry 

The  paper  and  pulp  industry  of  the  United  States,  ranking  among  the  10  largest 
industries  has  yet  to  make  an  official  declaration  of  its  attitude  on  the  question  of 
social  legislation  through  any  of  its  three  major  associations,  the  American  Paper 
and  Pulp  Association  (with  24  subordinate  associations,  grouped  according  to 
grade  of  paper  made),  the  Association  of  News  Print  Manufacturers  of  the 
United  States,  and  the  National  Paperboard  Association. 

As  editor  of  the  Paper  Mill  and  Wood  Pulp  News,  published  every  week  for 
more  than  57  years  in  the  interest  of  the  pulp  and  paper  industry  of  the  United 
States,  it  is  this  writer's  personal  observation,  based  on  frequent  conversations 
with  a  large  number  of  paper-company  executives,  that  this  industry's  attitude 
is  much  the  same  as  that  of  the  average  self-respecting  citizen. 

The  writer  believes  that  on  the  whole  the  pulp  and  paper  manufacturers 
realize  their  responsibilities  toward  their  less  fortunate  fellow  citizens;  that  they 
are  in  sympathy  with  the  principle  that  the  deserving  who  are  destitute,  either 
because  of  old  age  or  unemployment,  should  be  given  assistance. 

But  the  industry  is  decidedly  apprehensive  as  to  the  method  of  approach  to 
this  problem,  as  to  the  kind  of  plan  that  is  finally  adopted.  Will  it  be  rational? 
Will  it  be  practical?  Will  it  be  equitable?  Will  it  place  an  unfair  burden,  for 
instance,  on  the  pulp  and  paper  industry  which  is  already  excessively  laden  with 
the  task  of  absorbing  the  increased  labor  and  raw-material  costs  and  higher  tax 
charges  that  have  been  a  necessary  part  of  the  "new  deal"?  These  extra  loads 
have  been  all  the  more  onerous  because  demand  for  pulp  and  paper  through  1934 
did  not  permit  operation  at  more  than  60  percent  of  plant  capacity,  barely  touch- 
ing the  break-even  level. 

Despite  this  problem  of  underconsumption,  it  is  doubtful  that  any  uidustry 
cooperated  more  readily  and  more  fully  %vith  or  gave  less  trouble  to  the  National 
Recovery  Administration.  This  observer  never  ceased  to  be  amazed  at  the 
spirit  of  self-sacrifice  manifested  by  the  members  of  this  industry  in  their  negotia- 
tions with  N.  R.  A.  True,  something  was  gained  in  the  way  of  price  stabiliza- 
tion. Ruinous  price  wars  were  effectively  curbed  in  two  of  the  three  major 
branches  of  the  industry,  but  the  newsprint  mills  of  the  United  States,  because 
of  foreign  competition,  have  been  and  are  forced  to  sell  their  product  at  a  price 
that  is  unprofitable;  to  many  mills  in  this'  country  the  present  price  involves 
serious  losses. 
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With  newsprint  paper  and  all  kinds  of  wood  pulp  admitted  into  this  country 
free  of  any  duty,  this  menace  of  foreign  competition  has  grown  rapidly  to  alarm- 
ing proportions  with  the  ascendancy  of  Russia  and  Finland  as  producers  of  wood 
pulp  and  newsprint  paper. 

Under  N.  R.  A.  the  pulp  and  paper  industrj^  has  made  a  magnificent  contribu- 
tion to  unemployment  relief,  and  this  with  annual  sales  only  slightly  more  than 
half  of  the  industry  investment.  The  greater  number  of  employees,  the  higher 
wage  rates,  and  the  drastically  reduced  working  week  have  served  to  increase 
the  labor  cost  per  ton  of  product  by  more  than  15  percent  above  comparable 
costs  in  the  peak  year  of  1929.  There  were  approximately  80,000  productive 
workers  employed  b.v  the  pulp  and  paper  manufacturers  in  1933,  and  this  total 
under  N.  R.  A.  was  increased  to  105,000  in  1934.  So  that  the  industry  has  gone 
a  long  way  toward  the  solution  of  its  own  immediate  unemployment  problem. 

A  new  disturbing  factor  has  been  created  by  the  amendment  to  the  Recon- 
struction Finance  Corporation  Act,  which  will  from  now  on  permit  R.  F.  C.  to 
finance  up  to  50  percent  the  cost  of  erecting  pulp  and  paper  mills  in  the  South. 
An  industry  that  is  operating  at  60  percent  or  less  of  capacity  cannot  escape 
damage  by  the  advent  of  new  production  capacity. 

In  short,  the  writer  would  say  that  while  the  pulp  and  paper  industry  looks 
with  favor  upon  some  form  of  governmental  relief  for  the  destitute  aged  and 
unemployed,  its  own  sadly  depleted  financial  resources  renders  it  helpless  to 
follow  whatever  inclination  it  may  have  in  the  matter  of  contributing  to  the 
fund  that  must  necessarily  be  established. 

Absolute  protection  against  unfair  competition  from  beyond  our  borders  would 
undoubtedly  render  the  industry  of  pulp  and  paper  manufacture  in  the  United 
States  more  nearly  capable  of  meeting  obligations  of  this  character. 


The  Iron  Age, 
New  York,  February  6,  1935. 
Mr.  Malcolm  Muik, 

President  McGraw-Hill  Publishing  Co., 

330  West  Forty-second  Street,  New  York,  N.  Y. 
Dear  Malcolm:  I  understand  that  you  would  like  to  have  from  me  an  expres- 
sion regarding  our  industry's  attitude  toward  social  security.     This  is  enclosed 
and  I  hope  it  will  suit  your  purposes. 
With  best  regards  to  you,  I  am 
Sincerely  yours, 

J.  H.  Van  Deventer,  Editor. 

Statement  of  J.  H.  Van  Deventer,  Editor,  The  Iron  Age 

Private  industry  places  a  justly  high  value  upon  the  objective  of  social  security. 
It  has  demonstrated  this  by  the  expenditure  of  many  millions  of  private  dollars 
and  by  the  initiation  of  aU  of  the  mechanisms  of  security  that  are  now  being 
contemplated. 

Private  initiative  inaugurated  unemployment-compensation  plans,  such  as 
the  "Rochester  plan"  and  many  others,  before  legislation  looking  toward  this 
objective  was  contemplated. 

Private  initiative  Introduced  the  pension  idea  for  workers.  Last  year  the 
United  States  Steel  Corporation  expended  close  to  nine  millions  of  dollars  in 
connection  with  its  old-age  pension  plan. 

Private  initiative  originated  the  "work  spreading"  idea  as  a  depression  measure 
long  before  the  30-hour  week  was  placed  upon  the  legislative  calendar. 

Private  initiative  aided  depression-stricken  workers  by  inaugurating  relief  plans 
long  before  Federal,  State,  or  local  governments  assumed  the  burden. 

These  things  are  cited  merely  to  show  that  industry  is  in  sympathy  with  the 
broad  objectives  leading  to  social  security.  It  has  no  objection  to  having  these 
burdens  transferred  to  Uncle  Sam's  shoulders,  provided  it  is  a  practical  load  for 
him  to  carry.  Industry's  chief  concern,  I  believe,  is  that  these  measures  should  be 
soundly  conceived,  capably  executed,  and  that  their  cost  should  be  sufficiently 
considered. 
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Boot  and  Shoe  Recorder  Publishing  Co., 

New  York,  N.  Y.,  Febmary  6,  1935. 
Mr.  Malcolm  Muir, 

President  McGraw-Hill  Publishing  Co., 

New  York  City. 
Dear  Mal:   As  j'et  no  program  of  social  security  with  job  insurance  and  old- 
age  insurance  has  been  proposed  or  studied  by  the  retail  shoe  field. 

I  can,  however,  give  you  the  National  Retail  Dry  Goods  Association  resolution 
on  the  subject: 

"Our  objective  should  be  to  give  the  worker  work,  and  through  adequate 
reserves  and  insurance  protection  against  the  hazards  of  unemployment,  old  age, 
sickness,  disability,  and  dependency.  Unfortunately,  the  building  up  of  reserve 
for  each  of  these  purposes  reduces  purchasing  power,  particularly  in  its  initial 
stages.  This,  however,  should  not  cause  us  to  delay  the  development  of  pro- 
grams, nor  should  it  prevent  us  from  taking  the  initial  steps,  and  progressively 
increasing  a  general  program  of  economic  security." 

The  complete  program  can  be  obtained  from  National  Retail  Dry  Goods 
Association  headquarters  in  New  York  City,  for  it  is  the  fine  work  of  the  com- 
mittee headed  by  Percy  S.  Straus,  of  R.  H.  Macy  &  Co.,  Inc.,  and  including  such 
well-known  names  as  Gen.  R.  E.  Wood,  of  Sears,  Roebuck  &  Co.;  Samuel  W. 
Reyburn,  of  the  Associated  Dry  Goods  Corporation;  Dr.  Paul  H.  Nystrom; 
David  Ovens,  of  J.  B.  Ivey  &  Co.,  Charlotte,  N.  C,  president  of  the  National 
Retail  Dry  Goods  Association. 
With  kindest  regards,  I  am 

Heartily,  Arthur  D.  Anderson, 

Boot  and  Shoe  Recorder  Publishing  Co. 


Dry  Goods  Economist, 
New  York  City,  February  7,  19S5. 
Mr.  Malcolm  Muie, 

President  McGraw-Hill  Publishing  Co., 

New  York  City. 

Dear  Mr.  Muir:  The  dry-goods  and  department  stores  of  America  are  thor- 
oughly in  sympathy  with  the  administration's  policy  during  our  present  emer- 
gency to  provide  work,  where  possible,  and  relief,  where  necessary. 

It  is  hoped  that  these  emergency  measures  will  not  be  confused  with  a  general 
program  of  economic  security  as  it  applies  to  old  age,  unemployment,  sickness, 
mothers'  and  widows'  pensions,  etc. 

The  merchants  of  this  country  hope  the  administration  will  see  fit  to  use  extraor- 
dinary caution,  and  to  make  a  thorough  and  basic  study  of  the  conditions 
leading  up  to  these  emergencies  before  adopting  any  definite  social  plan. 

Emergency  measures  are  always  expensive,  and  were  our  present  ones  to  be 
incorporated  in  a  general  plan,  the  cost  would  be  so  great  as  to  materially  decrease 
the  purchasing  power  of  the  consumer. 

Department-store  figures  available,  show  the  very  small  margin  of  profit  that 
has  been  made  over  a  period  of  many  years.  These  figures  show  how  necessary 
it  would  be  for  the  department  and  dry-goods  stores  to  increase  prices  in  direct 
proportion  to  the  amount  that  would  be  called  for  in  a  social  program. 

The  increase  of  prices  on  merchandise  decreases  immediately  the  numberof 
units  bought.  It  is  upon  units  of  merchandise  sold  that  our  factories  and  mills 
operate.  If  prices  are  increased  through  social  programs  and  taxes  at  this  time, 
it  will  materially  decrease  the  flow  of  units  of  merchandise  through  factories  in 
hundreds  of  industries,  and  this  will  add  to  our  already  serious  problem  of  unem- 
ployment. 

It  is  interesting  to  know  that  while  department  stores  have  shown  an  increase 
of  approximately  12  percent  in  sales  for  the  year  1934,  the  number  of  units  of 
merchandise  sold  is  less  than  for  the  year  1933. 

While  the  merchants  of  this  country  will  back  any  and  all  programs  for  the 
betterment  of  living  conditions  of  American  people,  it  is  not  believed  this  will  be 
accomplished  through  adding,  in  any  manner  whatsoever,  to  the  costs  of  mer- 
chandise and  to  the  costs  of  distributing  it,  at  this  time. 

It  is  the  consensus  of  opinion  of  the  thousands  of  retailers  that  you  urge  upon 

your  committee  and  associates  an  unusual  amount  of  caution  in  adopting  any 

program  which  so  vitally  affects  production  and  distribution  of  the  lines  sold 

through  over  100,000  department,  dry-goods,  and  general  stores  in  this  country. 

Very  sincerely  yours, 

Ernest  C.  Hastings,  President. 
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F.  W.  Dodge  Cokporation, 

New  York,  February  7,  1935. 
Mr,  Malcolm  Muir, 

President  McGraw-Hill  Publishing  Co.,  Inc., 

New  York,  N.  Y. 
My  Dear  Mr.  Muir:  By  request  of  the  office  of  Associated  Business  Papers, 
I  am  sending  you  herewith  the  report  of  the  committee  on  old-age  pensions  and 
insurance  of  the  New  York  Building  Congress,  of  which  I  am  chairman.     This 
report  was  made  3  years  ago;  its  conclusions  are  stated  on  page  14. 

This  committee  has  not  made  any  special  studies  of  late,  nor  did  it  go  into  the 
important  subject  of  unemployment  reserves.  I  am  of  the  opinion  that  some 
plan  for  setting  up  unemployment  reserves  is  inevitable  and  desirable.  The 
difficulties  of  administration  in  an  industry  with  sporadic  and  seasonal  employ- 
ment conditions  like  construction  are  very  great.  This  difficulty  should  probably 
be  recognized  in  any  legislation  that  is  enacted;  provision  might  be  made  for  setting 
up  separate  administrative  machinery  for  such  groups,  based  upon  surveys  of 
labor-union  administration  of  unemployment  benefits  and  other  pertinent  facts. 
I  regret  that  I  am  only  able  to  send  you  rather  general  information  and  opin- 
ions on  this,  but  I  think  the  committee  report  will  be  of  some  use  to  you. 
Yours  very  truly, 

Thomas  S.  Holden, 
Vice  President  in  Charge  of  Statistics  and  Research, 

F.  W.  Dodge  Corporation. 


REPORT    OF    THE    COMMITTEE    ON    OLD    AGE    PENSIONS    AND 

INSURANCE 

Prepared  by  Committee  on  Old  Age  Pensions  and  Insurance  of  the  New  York 

Building  Congress 

A.  The  Committee's  Program 

The  Committee  on  Old  Age  Pensions  and  Insurance  was  authorized  by  the 
executive  committee  of  the  New  York  Building  Congress  on  January  17,  1930, 
for  the  purpose  of  investigating  the  subject  of  pensions,  with  a  view  of  deter- 
mining what  type  of  plan  was  best  adapted  to  meet  the  general  requirements  of 
old-age  security;  that  is,  whether  a  State  plan,  an  industry  plan,  or  a  trade- 
group  plan;  such  study  to  concentrate  on  the  problem  of  old-age  security  for 
building-trades  workers  in  New  York. 

The  committee's  organization  meeting  took  place  on  March  20,  1930.  Subse- 
quent to  that  date  its  activities  have  developed  along  two  lines: 

1.  Committee  meetings,  usually  attended  by  a  guest  speaker  who  was  a  recog- 
nized authority  on  pensions  on  some  important  phase  of  the  subject. 

2.  A  research  program,  conducted  by  Murray  W.  Latimer,  of  Industrial  Rela- 
tions Counsellors,  Inc.,  which  organization  was  employed  as  research  consultant 
to  the  committee. 

Under  item  1  (above),  nine  committee  meetings  were  held,  as  follows: 

1.  March  20,  1930 — Organization  meeting. — The  committee  decided  to  investi- 
gate desirability  of  pensions  to  be  carried  (o)  by  individual  trade  or  groups  in  the 
trade,  (6)  by  industry  as  a  whole,  and  (c)  by  State  or  community. 

2.  July  8,  1930. — W.  F.  Wieland,  secretary-treasurer  of  the  board  of  insurance 
trustees  of  the  electrical  industry  of  New  York,  gave  a  resum6  of  the  develop- 
ment and  administration  of  that  plan  to  date. 

3.  September  18,  1930. — Charles  W.  Hanson,  president  district  council  of  New 
York,  Carpenters  and  Joiners  of  America,  described  the  pension  fund  in  the 
International  Brotherhood  of  Carpenters  and  Joiners  of  America. 

4.  October  28,  1930. — IngaUs  Kimball  of  the  Metropolitan  Life  Insurance  Co. 
spoke  on  contributory  and  noncontributory  features  of  pension  plans. 

5.  December  5,  1930. — Discussion  of  data  based  on  original  research  in  records 
'Of  Carpenters'  and  Joiners'  Local  No.  257. 

6.  February  26,  1931. — Frank  J.  Taylor,  commissioner  of  the  Department  of 
Public  Welfare,  New  York  City,  discussed  the  administration  of  the  New  York 
State  pension  plan,  veterans'  relief,  and  other  welfare  activities  of  a  kindred 
nature  under  his  supervision. 

7.  May  6,  1931. — Abraham  Epstein,  executive  secretary  of  the  American 
Association  for  Old  Age  Security,  explained  the  underlying  principles  of  the  New 
York  State  plan  and  suggested  means  for  extending  it. 
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8.  June  2,  1931. — John  R.  Hall  discussed  the  desirability  of  a  plan  to  include 
old-age,  life,  disability,  sickness  and  unemployment  insurance. 

9.  July  9,  1931. — R.  B.  Thomas,  counsel"  Structural  Steel  Board  of  Trade, 
described  the  thrift  plan  in  the  steel  trade  and  gave  details  of  its  operation  during 
the  past  10  years. 

B.  Importance  of  This  Study  to  the  New  York  Building  Congress 

Population  statistics  have  shown  an  ever-increasing  proportion  of  older  people 
in  our  population  and  careful  students  of  population  trends  state  that,  while  we 
now  have  1  person  past  working  age  to  every  2  in  it,  by  the  time  a  j'oung  man 
entering  industry  in  America  today  reaches  the  retiring  age  of  65  there  will  be  2 
persons  past  the  prime  of  life  to  every  3  in  it. 

The  increased  number  of  State  old-age  security  plans,  following  adoption  of 
national  plans  by  a  number  of  foreign  countries,  has  led  American  industry  to  an 
ever-increasing  regonition  of  its  responsibility  in  this  matter.  Many  large  indus- 
trial companies  have  adopted  old-age  plans  for  their  own  employees,  and  the 
increasing  number  of  these  private-pension  plans  would  seem  to  indicate,  at  least 
among  the  leaders  of  large  business  organizations,  a  very  definite  preference  for 
the  sholdering  of  this  responisbility  by  industry  itself  rather  than  by  the  State. 
State  pensions  are  favored  by  others  on  the  ground  that  it  is  impracticable  to 
expect  that  industry  will  ever  completely  meet  the  social  necessities  of  the 
situation. 

The  recently  published  proposal  of  Gerard  Swope,  setting  forth  for  the  serious 
consideration  of  American  business  a  plan  for  organizing  business  for  the  purpose 
of  stabilizing  employment  and  stabilizing  prosperity  included  among  its  recom- 
mendations unemployment  insurance,  life  and  disabilit}^  insurance,  and  old- 
age  pensions,  Mr.  Swope's  proposal  recommended  that  the  old-age  pension  plans 
to  be  put  into  effect  by  individual  companies  should  be  such  plans  as  are  adopted 
by  the  trade  associations  of  which  those  companies  may  be  or  may  become 
members. 

Even  if  this  trade-association  feature  had  not  been  included  in  Mr.  Swope's 
proposal,  thus  indicating  it  to  be  within  the  trend  of  thought  among  progressive 
and  responsible  leaders  of  industry,  the  irregular  nature  of  employment  in  the 
building  industry  makes  it  manifestly  impracticable  for  individual  employer 
companies  to  set  up  pension  plans  to  cover  building-trades  workers  or  others 
whose  periods  of  employment  are  short,  irregular  and  highly  seasonal  in  character. 
If  the  building  industry  of  New  York  or  any  section  of  it  is  to  assume  responsibility 
for  an  old-age  pension  plan,  the  responsibility  must  be  met  by  some  trade  associa- 
tion within  the  industry  or  within  the  particular  group. 

Within  the  building  industry  the  need  for  old-age  security  and  other  forms  of 
group  insurance  was  first  recognized  by  those  to  whom  the  irregularity  of  building 
industry  employment  presented  the  most  immediate  and  personal  problems, 
building  labor.  International  unions  of  building-trades  workers  adopted  plans 
for  financial  relief  of  aged  members  as  early  as  1867  and  four  international  unions, 
within  the  building-trades  group,  now  have  definite  old-age  relief  plans,  which  will 
be  described  briefly  in  a  subsequent  section  of  this  report. 

But  the  thing  tliat  has  done  most  to  bring  this  subject  to  the  immediate  atten- 
tion of  the  New  York  Building  Congress  has  been  the  adoption,  by  contract 
agreement  between  organized  emploj^ers  and  organized  employees,  of  the  old  age 
insurance-plan  of  the  electrical  trades  of  New  York  City.  The  building  industry 
of  New  York  has  now  within  its  midst  a  full-fledged  old-age-insurance  plan, 
benefiting  a  specific  group  of  emploj^ees  and  operating  according  to  a  pain  that 
puts  on  every  building  project  in  New  York  City  a  portion  of  the  insurance 
expense.  This  brings  to  the  New  York  Building  Congress  the  necessity  of  at  the 
very  least  informing  itself  as  to  the  fundamentals  of  the  old-age  security  problem, 
the  trend  of  current  thought  on  the  subject  and  the  practicability  of  attempting 
any  general  plan  for  the  entire  building  industry  of  New  York. 

C.  Summary  of  Existing  Pension  Schemes 

1.    STATE    old-age-pension    SYSTEMS    IN    EUROPE 

National  governments  in  23  European  countries  and  7  smaller  divisions  of  3 
other  nations  have  by  legislative  enactment  provided  some  protection  for  their 
citizens,  or  such  of  them  as  are  deemed  in  need  of  it,  against  the  hazards  of  old  age. 
The  extent  and  form  of  this  protection  vary  from  country  to  country  as  do  the 
sources  of  support.     Germany  was  the  first  nation  to  provide  pensions  on  a 
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State-wide  basis,  beginning  in  1889.  In  16  countries  the  existing  systems  were 
initiated  since  1920,  though  some  of  the  more  important,  particularly  the  British 
scheme,  were  revisions  of  earlier  plans  which  had  not  proved  entirely  satisfactory. 

The  predominant  practice  in  Europe  has  been  to  form  systems  in  which  future 
beneficiaries,  their  employers  and  the  state  participate.  In  16  of  the  30  systems 
all  3  parties  pay  toward  the  support.  Included  in  these  16  are  Great  Britain, 
France,  Germany,  Austria,  Italy,  Hungary,  Spain,  Czechoslovakia,  and  Yugo- 
slavia. In  5  the  member  and  the  state  contribute;  in  2,  employee  and  employer; 
and  in  2,  the  employer  and  the  state.  Under  5  schemes  the  pension  is  provided 
entirely  by  the  state. 

All  the  systems  except  the  last  five  are  largely  based  on  the  principle  of  insur- 
ance. Funds  are  built  up  during  the  active  working  life  of  the  members,  pre- 
sumably in  sufficient  amounts  to  pay  the  promised  benefits. 

With  the  exception  of  one  system  which  applies  only  to  salaried  workers,  these 
insurance  schemes  cover  substantially  all  industrial  wage  earners.  In  a  con- 
siderable majority  of  the  cases,  salaried  workers  are  members  of  the  systems  as 
well,  while  under  a  few  schemes  agricultural  workers  and  domestic  servants  are 
added,  and  in  some  instances  virtually  the  whole  of  the  population  is  eligible  to 
membership.  Membership,  almost  without  exception  is  compulsory  upon  those 
who  are  eligible. 

The  benefits  usually  seem  moderate;  in  the  absence  of  detailed  examination  it 
is  difficult  to  determine  the  adequacy  of  benefits,  though  the  fact  that  a  number 
of  the  schemes  provide  for  some  relationship  between  wage  and  benefit  would 
tend  to  produce  a  reasonable  amount.  The  age  at  which  insured  persons  become 
entitled  to  benefit  varies  from  55  to  70,  though  a  majority  tend  to  fix  the  age  at  65. 
In  most  cases  the  benefit  is  payable  irrespective  of  the  period  of  membership. 

The  European  trend  in  pensions  has  thus  been  strongly  toward  nation-wide 
systems  of  contributory  compulsory  insurance.  France,  Belgium,  and  Italy  ex- 
perimented for  a  number  of  years  with  voluntary  insurance,  but  found  that  even 
the  offer  of  a  state  subsidy  was  not  sufficiently  attractive  to  induce  any  large 
number  of  people  to  save;  or,  perhaps,  more  correctly,  offered  no  means  by  which 
savings  could  actually  be  made.  Belgium  and  Great  Britain  first  operated  non- 
contributory  systems  but  found  them  unsatisfactory.  There  has  been  almost 
continuous  broadening  of  the  scope  of  the  systems  to  protect  larger  and  larger 
sections  of  the  population. 

2.    STATE    PENSION    SYSTEMS    IN    OTHER    COUNTRIES 

Although  the  most  extensive  development  of  nation-wide  pension  systems  has 
taken  place  in  Europe,  a  number  of  schemes  are  in  existence  elsewhere.  Aus- 
tralia, New  Zealand,  Canada,  Newfoundland,  and  South  Africa  maintain  free 
pension  systems.  Voluntary  systems  for  certain  industries  or  groups  are  found 
in  Japan,  Argentina,  Uruguay,  Chile,  Bolivia,  and  Cuba. 

3.    STATE    OLD-AGE    PENSIONS    IN    THE    UNITED    STATES 

Seventeen  States  in  this  country  have  enacted  old-age-pension  legislation  • 
These  States,  together  with  the  dates  at  which  the  systems  were  established,  are 
as  follows:  1923,  Montana;  1925,  Nevada,  Wisconsin;  1926,  Kentucky;  1927, 
Colorado,  Maryland;  1929,  California,  Minnesota,  Utah,  Wyoming;  1930,  Mas- 
sachusetts, New  York;  1931,  Delaware,  Idaho,  New  Hampshire,  New  Jersey, 
West  Virginia. 

The  Territory  of  Alaska  also  adopted  a  scheme  in  1915.  Under  the  provisions 
of  these  plans,  persons  aged  65  or  70,  with  inadequate  means  of  support,  are  to 
be  granted  pensions  (or  relief)  of  not  more  than  $250  to  $360  per  year.  In  New 
York  State  and  Massachusetts,  however,  no  maximum  amount  is  specified. 
Generally,  to  be  eligible  for  a  benefit  one  must  be  a  citizen  of  the  United  States 
and  have  been  a  resident  of  the  State  for  10  or  15  years.  The  earlier  laws  gave 
counties  authority  to  grant  pensions  and  provided  for  no  support  from  the  State. 
In  the  last  few  years,  however,  most  of  the  statutes  have  made  payment  of 
pensions  or  grant  of  relief  mandatory  upon  the  counties  and  in  soma  the  State 
is  defraying  part  of  the  cost. 

At  the  present  time  the  total  number  of  State  pensioners  in  this  country  prob- 
ably exceeds  65,000,  and  the  payments  are  being  made  at  the  rate  of  $16,000,000 
to  $17,000,000  per  annum.  The  average  benefit  rate  runs  just  under  $300  per 
annum. 
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4.    INDUSTRIAL  PENSION  PLANS  IN  THE  UNITED  STATES 

Until  recent  years  the  employers  of  the  United  States  were  the  chief  providers 
of  old-age  pensions  in  this  country.  Some  of  these  employers  were  the  Federal 
Government,  the  States,  municipalities,  educational  institutions,  and  churches. 
The  most  important  group  of  employers,  however,  were  and  are  now  engaged  in 
industry. 

About  450  formal  industrial  pension  plans  are  now  in  operation,  covering,  in 
terms  of  1929  employment,  about  4,000,000  persons.  The  predominant  practice 
requires  that  to  be  eligible  for  a  benefit  employees  must  have  served  10  to  20 
years  continuously  with  the  pensioning  company  and  either  be  65  years  of  age  or 
over  or  have  become  permanently  incapacitated  for  the  usual  occupation.  The 
benefits  are  ordinarily  related  to  the  average  pay  received  in  the  last  few  years  of 
service;  the  most  usual  provision  is  that  the  benefit  shall  be  1  percent  of  such 
average  pay  for  each  year  of  the  entire  term  of  service.  A  considerable  minority 
of  the  companies,  however,  make  the  fraction  1^-2  or  2  percent  per  year  of  service. 

At  the  end  of  1925  about  85  percent  of  the  existing  industrial  plans  were  sup- 
ported entirely  by  the  employers.  Of  the  more  than  100  schemes  which  have  been 
established  in  the  last  6  years,  however,  about  80  percent  have  provided  for  em- 
ployee contributions;  so  that  at  the  present  time  almost  one-third  of  all  the 
existing  plans  are  based  on  the  contributory  principle.  Most  of  these  contribu- 
tory plans  are  maintained  by  relatively  small  companies;  not  more  than  7  or  8 
percent  of  the  employees  covered  by  formal  industrial  plans  at  the  present  time 
are  paying  for  any  part  of  their  future  benefits. 

Although  in  the  last  few  j-ears  the  financial  bases  of  many  pension  plans  have 
been  greatly  strengthened,  there  remain  many  systems  which  are  operating  on 
a  most  precarious  hand-to-mouth  basis.  The  financial  experience  of  existing 
plans  points  strongly  to  the  necessity  of  prompt  and  full  funding  of  the  liabilities 
involved  by  the  maintenance  of  sound  pension  systems. 

5.  TRADE  UNION  PENSION  PLANS  IN  THE  UNITED  STATES 

Ten  international  trade  unions  and  eight  locals  with  a  combined  membership 
of  approximately  1,000,000  inembers  maintain  pension  schemes  at  the  present 
time.  Of  these,  4  internationals  and  3  locals  are  in  the  building  trades.  The 
international  unions  in  the  building  trades  are  the  Bricklayers,  Masons  and 
Plasterers  International  Union  of  America,  International  Association  of  Bridge, 
Structural,  and  Ornamental  Iron  Workers,  International  Brotherhood  of  Elec- 
trical Workers,  and  United  Brotherhood  of  Carpenters  and  Joiners  of  America, 
while  all  three  locals  are  in  the  electrical  trade  located  in  New  York,  Chicago, 
and  St.  Louis. 

Benefits  are  payable  under  these  plans  to  persons  who  attain  age  60  or  65, 
or  become  permanently  and  totally  disabled  after  having  been  members  continu- 
ously for  periods  of  15  to  20  years  or  more.  The  amounts  range  from  $60  per 
annum  to  as  high  as  about  $500,  though  under  some  schemes  higher  benefits  will 
eventually  be  reached.  Present  payments  average  slightly  over  $300  per  annum. 
Under  all  the  international  union  systems  and  in  all  but  two  of  the  local  schemes 
the  union  members  bear  the  entire  cost  of  the  benefits.  Union  finances  have  for 
the  most  part  not  been  such  as  to  permit  adequate  funding  and  most  of  the  funds 
have  never  been  more  than  a  step  or  two  ahead  of  payments.  The  most  recently 
established  of  the  international  union  pension  plans,  that  of  the  United  Brother- 
hood of  Carpenters  and  Joiners  of  America,  began  to  make  assessments  and 
build  up  a  pension  fund  some  time  in  advance  of  the  time  of  beginning  payment 
of  benefits.  This  union,  which  is  by  far  the  largest  among  those  maintaining 
pension  schemes,  was  able  by  a  small  per  capita  assessment,  to  accumulate 
funds  rapidly.  Smaller  unions  may  not  be  able  to  do  this.  In  general,  it  is  to 
be  doubted  whether  the  majority  of  the  international  schemes  and  those  local 
plans  in  which  the  union  members  pay  the  whole  cost  can  long  survive. 

Two  locals  of  the  International  Brotherhood  of  Electrical  Workers  established 
schemes,  one  in  New  York  and  the  other  in  St.  Louis,  which  were  put  into  oper- 
ation in  19.30,  in  which  the  entire  cost  was  assessed  against  the  employers,  by 
agreement  between  the  union  and  the  employers'  organizations.  Boards  of 
trustees  were  established  to  which  the  assessments  were  paid.  In  New  York  the 
assessments  were  originally  20  cents  per  hour  worked  in  the  trade  and  later 
reduced  to  17^  cents  in  St.  Louis,  a  flat  assessments  of  $2.83  per  man  per  day 
worked  was  set.  The  New  York  I3oard  (the  practice  in  St.  Louis  could  not  be 
ascertained)  paid  premiums  to  a  commercial  insurance  company  which  under- 
wrote the  anticipated  benefits.     The  assessments,  in  the  beginning,  were  pur- 
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posely   made  greater  than  the  premiums  in  order  to   build  up   a  svibstantial 
reserve.' 

6.    GENERAL    SUMMARY    OF    OLD-AGE    PENSIONS    IN    THE    UNITED    STATES 

Industry  and  industrial  workers  together  have  organized  pension  systems 
which  offer  some  measure  of  protection  to  almost  5,000,000  persons  against  the 
hazards  of  old  age  and  disability  in  the  United  States.  Though  doubts  may  be 
raised  as  to  their  permanency  they  are  together  at  the  present  time  mailing 
payments  to  probably  at  least  125,000  persons  who  are  superannuated  or  dis- 
abled. Of  this  number  perhaps  110,000  to  112,000  are  on  the  rolls  of  industrial 
organizations  and  12,000  to  15,000  on  the  lists  of  the  trade  unions.  There  is 
some  slight  overlapping  of  the  two  fields,  chiefly  on  the  railroads,  some  brother- 
hood members  drawing  benefits  both  through  their  unions  and  under  company 
pension  schemes. 

Total  payments  of  benefits  in  1931  will  probably  exceed  $75,000,000,  of  which 
at  least  $70,000,000  will  be  paid  under  pension  schemes  maintained  by  employers. 

The  proportion  of  pensioners  to  persons  covered  by  the  industrial  schemes,  not 
much  over  2.5  percent,  is  much  smaller  than  the  proportion  of  persons  over  65  in 
the  general  population:  5.4  in  1930.  A  considerable  proportion  of  the  industrial 
pensioners,  moreover,  are  under  65.  This  discrepancy  arises  from  two  facts; 
first,  that  industry  in  this  country,  particularly  manufacturing  and  public  utilities, 
is  comparatively  young  and  the  age  distribution  of  its  emplo3'ees  much  below  that 
of  the  general  population;  and  second,  that  the  long  service  requirements  prevent 
many  persons  who  spend  their  entire  life  in  industry  from  qualifying. 

These  conditions,  together  with  the  fact  that  not  more  than  20  percent  of  the 
persons  gainfull}^  employed  are  protected  bj'  various  kinds  of  private  pension 
systems,  have  made  the  growth  of  some  form  of  state  pensions  inevitable.  It  is 
therefore  not  surprising  tliat  in  the  short  space  of  8  years  17  States,  with  over  one- 
third  of  the  population  in  1930,  should  have  adopted  laws  calculated  to  afford 
some  measure  of  old-age  security.  It  seems  probable  that  this  movement  will 
continue. 

The  private  and  State  pensions  are  not  in  conflict.  Usually  no  one  with  an 
income  of  more  than  $300  or  $400  per  annum  can  qualify  for  a  State  pension. 
The  majority  of  industrial  and  trade-union  pensioners  receive  higher  incomes. 
On  the  other  hand,  the  State  schemes  do  not  cover  permanent  and  total  disability 
and  the  prevailing  age  of  retirement  is  70,  clearly  too  high  to  be  of  much  assistance 
to  industry.  There  remains  a  large  field  therefore  not  covered  either  by  industrial 
or  State  schemes.     It  is  now  being  provided  for,  if  at  all,  on  a  charitable  basis. 

The  European  answers  to  this  problem  have  been  systems  of  compulsory  insur- 
ance in  which  employee,  employers,  and  the  State  share  in  the  assumption  of  cost. 
That  stage  has  not  been  reached  in  this  country.  But  these  systems  remain  the 
only  ones  now  existing  in  which  complete  protection  is  afforded  the  large  body  of 
citizens  against  the  hazards  of  old  age  and  disability. 

D.  Philanthropy  Versus  Earned  Old-Age  Annuities 

Considering  the  nation  (or  the  community)  as  a  whole,  it  may  be  said  that,  in 
the  absence  of  any  pension  plan,  people  beyond  the  earning  age  are  taken  care 
of  in  four  ways: 

1.  With  their  own  savings. 

2.  By  relatives. 

3.  By  charity  (in  institutions,  in  their  own  homes,  or  in  homes  of  relatives). 

4.  By  combinations  of  any  2  or  all  3  of  the  above  methods. 

Where  the  social  consciousness  of  the  community  merely  calls  for  the  relief  of 
the  needy,  the  problem  is  met  by  philanthropy,  private  or  public,  or  both;  when 
the  number  of  old  people  requiring  assistance  increases  beyond  the  capacity  of 
existing  public  and  private  philanthropic  agencies,  the  necessicy  for  more  ade- 
quate and  better  organized  relief  must  be  recognized  and  met.  Thus  there  arises 
a  demand  for  pension  plans  from  the  social  welfare  point  of  view. 

But.  as  is  seen  from  the  facts  presented  above  regarding  industrial-pension 
plans,  there  has  also  arisen  within  industry  a  recognition  of  the  fact  that  it  is 
desirable  from  many  points  of  view  to  have  a  definite  plan  for  retirement  of  aged 
or  ageing  workers  of  every  grade  and  income,  and  that  such  plan  should  recognize 
that  the  retirement  benefits  have  been  earned  by  the  worker's  services  to  the 

'  In  St.  Louis,  by  court  decree,  the  board  of  trustees  was  abolished.    Wages,  however,  were  raised  by  the 
amount  of  the  pension  assessment  and  a  corresponding  increase  was  made  in  union  dues. 
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industry.  From  this  point  of  view  has  arisen  the  concept  of  the  earned  retire- 
ment annuity,  as  distinguished  from  philanthropy. 

A  primary  consideration,  therefore,  is  forming  an  opinion  or  creating  a  policy 
with  reference  to  pensions  is  agreement  among  those  concerned  as  to  whether 
the  most  desirable  basic  principle  is  to  be  philanthropy  or  recognition  of  the 
responsibility  of  industry.  Proponents  of  State-pension  plans  and  of  increase 
and  enlargement  thereof  argue  that  even  though  large  numbers  of  specific  indus- 
tries might  ultimately  make  adequate  provision  for  their  own  superannuated 
workers  there  would  still  be  many  left  unprovided  for,  and  also  that  benefits 
provided  by  different  industrial  plans  would  vary  considerably.  From  this  they 
argue  that  the  State  should  assume  the  entire  responsibility. 

Industry,  on  the  other  hand,  viewing  the  constantly  increasing  costs  of  social 
benefits  undertaken  by  the  State,  is  to  a  large  extent  committed  to  the  policy  of 
solving  this  problem  within  the  several  industries.  What  we  have  today  is  a 
trend  toward  recognition  of  industry's  responsibility  for  providing  retirement 
plans  for  its  own  workers  and  the  State  (or  States)  assuming  the  responsibility 
of  providing  for  needy  aged  people  on  the  basis  of  public  philanthropy. 

E.  Contributory  versus  Noncontributory  Plans 

Mr.  Swope's  suggested  plan  for  industrial  old-age  pensions,  referred  to  earlier 
in  this  report,  contains  the  provision  that  all  employees  after  2  years'  service  may, 
and  after  5  years'  service  shall,  be  required  to  put  aside  a  portion  of  their  earnings 
for  the  pension  fund,  and  that  employers  shall  match  employees'  contributions 
to  the  fund  dollar  for  dollar.  This  is  the  principle  of  the  contributory  plan,  based 
on  the  idea  that  the  individual  beneficiary  should  make  some  provision  for  his  own 
ultimate  retirement  and  that  the  benefits  he  ultimately  receives  shall  be  propor- 
tioned to  his  own  savings  earmarked  for  that  purpose.  The  compulsory  provi- 
sions of  Mr.  Swope's  proposal  recognizes  the  probability  that  a  purely  voluntary 
contributory  plan  would  bring  forth  contributions  from  relatively  few  of  the 
workers  who  should  be  covered  by  the  plan  and  thus  cause  the  failure  of  the 
plan  to  achieve  its  intended  objectives.  The  fact  that  all  the  industrial  plans 
put  into  operation  in  this  country  since  1929  have  provided  for  some  form  of 
employee  contribution,  indicates  the  trend  of  business  thought  to  be  in  this 
direction. 

F.  Should   Old-Age   Pensions   Plans   Be   Combined   with   Life,   Sickness, 
Disability,  and  Unemployment  Insurance? 

From  the  point  of  view  of  the  individual  worker,  insurance  to  cover  the  risks  of 
unemployment,  sickness,  disability  and  death  are  important  and  of  approximately 
the  same  order  of  desirability  as  insurance  to  provide  an  old-age  annuity.  One 
guest  speaker  who  appeared  before  the  committee,  Mr.  John  R.  Hall,  urged  that 
industry  should  study  the  possibilities  of  insuring  workers  against  all  five  of  these 
major  hazards.  Mr.  Swope's  plan  includes  recommendations  for  life  and  dis- 
ability insurance  and  unemployment  insurance,  as  well  as  a  pension  plan.  An- 
other guest  speaker,  Mr.  Ingalls  Kimball,  director  of  group  annuities  of  the 
Metropolitan  Life  Insurance  Co.,  indicated  to  the  committee  the  varying  character 
of  risks  involved  in  these  different  kinds  of  insurance  and  the  complexities  intro- 
duced into  any  study  involving  all  five  hazards.  In  view  of  the  fact  that  the  com- 
mittee's instructions  covered  investigation  of  old-age  security  plans  only,  it  has 
been  constrained  to  confine  its  considerations  to  that  subject,  realizing  that  the 
others  constitute  closely  related  subjects  of  primary  importance. 

Although  because  of  the  limitations  contained  in  the  instructions,  your  com- 
mittee has  not  made  a  detailed  study  of  unemployment,  the  magnitude  of  the 
problem  was  forced  upon  our  attention,  and  we  have  been  impressed  by  the  need 
for  some  provision  against  this  hazard.  While  we  would  agree  that  the  establish- 
ment of  a  single  scheme  to  cover  diverse  risks  would  be  attended  with  grave 
hazards,  we  are  unable  to  see  that  this  constitutes  an  argument  against  the  adop- 
tion of  measures  aimed  definitely  to  cover  a  single  risk. 

There  have  been  established  in  this  country  a  number  of  plans  for  the  payments 
of  unemployment  benefits  or  for  the  guarantee  of  employment,  all  on  a  voluntary 
basis;  some  by  individual  establishments,  some  by  trade  unions,  and  some  by 
joint  agreement  between  employers  and  employees,  the  most  notable  of  the  latter 
type  being  the  plans  in  the  men's  clothing  industry  in  Chicago,  Rochester,  and 
New  York  City.  A  number  of  proposals  have  been  made  for  legislation  looking  to 
the  compulsory  establishment  of  reserves  from  which  benefits  would  be  paid  to 
persons  unemployed.     The  problem  of  unemployment  is  a  vital  one  in  our  Indus- 
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try,  and  we  suggest  that  the  New  York  Building  Congress  would  do  well  to  famil- 
iarize its  members  with  the  developments  of  experiments  in  the  payment  of  unem- 
ployment benefits  and  of  proposed  legislation  on  this  subject. 

G.  Should  a  Building  Industry  Pension  Plan  be  on  a  Local  or  a  National 

Basis? 

The  only  national  retirement  annuity  or  benefit  plans  for  members  of  the  build- 
ing industry  in  operation  today  are  the  four  existing  plans  of  international  building 
trades  unions  described  above.  There  is  today  no  national  organization  represent- 
ing the  entire  building  industry  of  the  United  States  of  sufficient  strength  and 
influence  to  deal  with  this  problem  as  effectively  as  it  might  conceivably  be  dealt 
with  locally  by  the  New  York  Building  Congress.  Whatever  changes  may  take 
place  hereafter  in  the  organization  of  the  building  industry  will  not  be  likely  to 
change  the  dual  character,  local  and  national,  of  the  industry,  this  dual  character 
being  necessitated  by  the  fact  that  its  operations  are  conducted  on  specific  local- 
ized building  sites.  These  facts,  together  with  the  fact  of  the  existing  electrical 
workers'  plan,  seem  to  point  to  present  consideration  of  a  localized  New  York 
building  industry  plan  as  a  more  practical  basis  of  discussion  than  any  general 
building  industry  plan  covering  a  larger  territory. 

H.  Is  IT  Feasible  for  the   New   York  Building  Congress  to   Consider 
Establishing  a  Pension  Plan  for  the  Building  Industry  of  New  York? 

While  there  are  knotty  problems  of  policy  and  administration  involved  in 
setting  up  any  pension  plan,  which  would  be  doubly  complicatea  in  this  case  by 
reason  of  the  complexity  of  building  industry  organization  and  irregularity  of 
employment,  the  most  important  fundamental  questions  to  be  answered  are: 

1.  How  much  would  it  cost? 

2.  Who  would  pay  for  it? 

Since  continuance  of  any  benefit  plan  can  be  reasonably  assured  only  if  it  is 
conceived  on  a  sound  actuarial  basis,  the  first  step  in  making  a  cost  estimate  is  the 
securing  of  necessary  actuarial  data.  In  the  time  at  the  disposal  of  your  committee 
to  date  it  has  been  possible  to  secure  only  a  sampling  of  the  actuarial  data  that 
would  be  essential  for  a  study  looking  toward  a  complete  plan.  Through  the 
courtesy  of  Chas.  W.  Hanson,  president.  Carpenters'  and  Joiners'  Local  No.  257, 
it  was  possible  for  Mr.  Latimer,  assisted  by  the  Building  Congress  staff,  to  compile 
from  tlie  union's  records  data  as  to  age  distribution  and  withdrawal  and  transfer 
rates  of  its  membership.  Through  the  courtesy  of  the  board  of  trustees  of  the 
electrical  contractors'  pension  plan,  similar  data  on  the  membership  of  Electrical 
Workers  Union  No.  3  have  been  made  available  to  the  committee.  With  these 
two  sets  of  data,  we  have  in  one  case  a  sample  covering  a  group  of  workers  in  one 
of  the  old  established  hand  trades  and  in  the  other  one  covering  a  mechanical 
trade  of  comparatively  recent  development.  These  two  samples,  considered 
together,  may  possibly  be  fairly  typical  of  the  New  York  building  trades  in  general. 
The  statistical  findings  in  these  two  unions  are  summarized  in  the  following  para- 
graphs. 

I.  Actuarial  Estimates  of  Pension  Costs 

1.  introduction 

In  determining  the  advisability  of  action  in  respect  to  the  establishment  of  a 
pension  system  by  any  group,  one  of  the  most  important  factors  is  that  of  cost. 
In  this  discussion,  cost  will  be  understood  to  mean  the  cash  outlays  required  for 
the  support  of  a  given  amount  of  benefit,  awarded  to  individuals  under  certain 
specified  conditions.  The  question  as  to  whether  such  costs  would  be  added  to 
the  costs  already  incurred  in  the  construction  industry  will  not  be  analyzed.  The 
figures  given  will  show  merely  the  outlay,  irrespective  of  the  ultimate  incidence  of 
cost. 

The  cost  of  the  pension  plan  will  depend  partly  on  the  terms  of  the  scheme 
itself  and  partly  on  the  number  of  persons  who  will  claim  the  benefit.  The 
terms  of  the  plan  will  specify  at  least  the  amount  of  the  benefit,  the  age  at  which  it 
will  begin  for  the  superannuation  benefit,  or  the  service  requirement  if  a  permanent 
and  total  disability  benefit  is  provided. 

There  is  an  almost  infinite  variety  of  pension  plans  for  which  costs  could  be 
calculated.  Partly  because  of  insufficiencies  in  the  data,  and  partly  in  order  to 
simplify  this  report,  cost  calculations  have  been  made  in  respect  of  only  one  plan: 
a  benefit  of  $600  per  annum,  payable  for  life,  to  all  persons  working  in  building 
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trades  in  the  city  of  New  York,  upon  attaining  age  65.  It  is  assumed  that  all 
persons  over  65  would  be  retired  immediately  on  establishment  of  the  plan. 

Returning  to  the  second  of  the  broad  factors  in  cost,  the  number  of  persons  who 
will  receive  the  benefit,  the  number  will  depend  in  the  first  instance  upon  the 
numbers  covered.  There  are,  however,  specific  characteristics  of  the  group 
covered,  beyond  total  numbers,  which  are  important.  Among  the  more  impor- 
tant of  these  are  existing  age  distribution;  age  distributions  of  new  entrants  into 
the  trade  in  the  city;  entrance  into  and  withdrawals  from  the  trade  as  conditioned 
by  the  relative  attractiveness  of  work  outside  the  building  industry  and  building- 
trades  occupations  in  other  localities;  and  trade-union  rules. 

Most  of  these  conditions  vary  with  time.  Men  grow  older;  working  conditions 
change;  economic  activity  dwindles  or  rises;  and  unions  change  their  rules.  The 
introduction  of  a  pension  scheme  might  itself  produce  changes.  Persons  who 
would  formerly  have  left  the  building  trades,  or  have  moved  to  another  locality, 
might  not  do  so  if  by  such  they  forfeited  claim  to  a  pension. 

It  is  difficult  to  isolate  and  evaluate  all  these  various  elements.  The  factor 
of  mortality  can  be  measured  with  a  considerable  degree  of  accuracy.  But  this 
is  obviously  not  true  of  the  other  factors.  The  best  that  can  be  done  is  to  take 
the  net  results  of  these  factors  from  the  experience  of  certain  groups  in  New  York 
City,  and  measure  them  over  a  period  sufficiently  long  to  include  a  variety  of 
changing  circumstances,  and  then  further  modify  those  estimates  so  that  the 
cost  figures  will  be  conservative.     This  is  what  has  been  done. 

For  the  purpose  the  experience  of  two  local  unions  in  New  York  City  has  been 
available.  These  were  local  257  of  the  carpenters,  the  largest  of  a  number  in 
that  trade  in  the  city,  and  local  3  of  the  electrical  workers  covering  the  whole 
city. 

These  studies  indicated  that  the  building  trades  in  New  York  City  are  being 
carried  on  by  men  in  the  prime  of  life,  a  considerable  body  of  whom  are  remaining 
permanently  in  the  local  trade.  There  has  been  a  considerable  influx  of  younger 
members  who  on  the  whole  have  shown  a  considerable  tendency  to  leave  after 
a  fairly  brief  period  of  membership.  Despite  this  influx,  the  age  distribution  of 
membership  has  been  tending  gradually  upward.  If  economic  conditions  in  the 
industry  become  stabilized,  and  if  this  condition  of  stability  produces  neither  the 
rapid  influxes  nor  the  almost  equally  rapid  withdrawals  from  union  membership 
which  have  characterized  the  past  7-year  period,  it  seems  altogether  probable 
that  the  age  increase  will  not  only  persist  but  quite  probably  be  accelerated. 
This  conclusion  is  strengthened  by  the  fact  that  even  with  such  rapidly  changing 
conditions,  among  the  carpenters  at  least,  nothing  has  apparently  arisen  to  affect 
adversely  the  ability  of  men  past  middle  age  to  retain  membership  in  the  union. 
The  rigid  rules  of  this  union  concerning  suspension  for  nonpayment  of  dues  for 
6  months  furnish  strong  grounds  for  believing  that  union  membership  and  work 
at  the  trade  have  an  even  more  intimate  relationship  than  would  ordinarily  obtain 
in  most  trade  unions. 

In  the  past,  over  and  above  the  body  of  stable  membership  there  has  been  a 
high  degree  of  flux.  So  much  so  that,  if  past  experience  holds  true  for  the  future, 
a  rather  small  minority  of  members  will  ultimately  qualify  for  pension.  It  would 
be  hazardous  to  assume  that  this  past  experience  will  hold  good,  for  if  a  pension 
system  is  inaugurated,  in  addition  to  brining  about  more  stability  in  the  industry, 
there  will  be  added  an  appreciable  incentive  to  union  members  to  remain  in  New 
York  and  in  good  standing  -with  their  locals.  In  estimating  cost,  therefore,  it  is 
necessary  to  be  conservative  in  selecting  a  withdrawal  rate.  The  margin  of  error 
is  such  that  it  was  deemed  advisable  to  use  three  scales  of  withdrawals,  one  the 
actual  and  two  others  lower  than  the  actual.  These  withdrawal  scales  include 
only  persons  who  ceased  to  be  members  of  the  international,  but  not  members 
who  transferred  to  another  local.  For  more  detailed  analysis  of  the  data  on 
which  these  estimates  were  made  see  the  appendix. 

2.    ANNUAL    PER    CAPITA    COSTS 

The  cost  of  a  pension  plan  depends  not  only  on  the  terms  of  the  plan  and  the 
personnel  factors,  but  also  on  the  method  of  financing  adopted.  In  arriving  at 
the  estimates  given  below  the  costs  of  deferred  annuities  were  calculated  on  a 
level  premium  basis.^ 

'  >  In  these  calculations  the  premium  was  level  with  respect  to  the  survivors  of  the  groups  at  the  various 
ages  but  not  level  with  respect  to  each  individual  life  at  any  time  prior  to  the  attainment  of  the  retirement 
age.    For  a  discussion  of  the  connection  between  method  of  financing  and  cost,  see  the  appendix. 
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(a)  Benefit  paid  for  entirely  by  employers 

The  purpose  of  these  calculations  is  to  arrive  at  figures  which  may  be  applic- 
able to  the  problem  of  estimating  the  total  cost  of  a  pension  plan  extending  over 
all  the  building  trades  men  of  the  city.  The  most  readily  applicable  figure  under 
the  circumstances  seems  to  be  a  per  capita  cost,  rather  than  one  for  a  local  or  for 
the  single  trade;  though  data  by  trades  would  be  relevant  had  substnatially 
complete  information  for  all  been  available. 

For  the  members  of  the  carpenters'  union  on  November  1,  1930,  the  actual  per 
capita  cost  would  have  been: 

Approximate  actual  withdrawal  rate  high $117.  98 

Medium  withdrawal  rate 131.  93 

Low  withdrawal  rate 152.  57 

Other  things  remaining  the  same,  this  cost  would  tend  to  fall  year  after  year 
for  two  reasons:  First,  3.67  percent  of  the  carpenters  are  65  or  over  and  would  be 
entitled  to  draw  benefits  immediately.  The  liability  in  respect  of  such  persons 
is  fixed  and  ought  to  be  liquidated  with  reasonable  promptness.  This  total 
liability  amounts  to  $178.12  per  capita  for  the  union  members  covered  by  this 
study,  and  the  initial  annual  payments  would  be  at  the  rate  of  $22.03  per  capita. 
The  liability  could  be  liquidated  in  about  9%  years  if  $22.03  per  capita  were 
collected  each  year.  And  at  the  end  of  that  time  the  total  costs  would  fall  by 
$22.03.  In  the  costs  given  above,  however,  it  was  assumed  that  the  liability 
would  be  liquidated  in  20  years  at  a  per  capita  cost  during  that  period  of  $13.11. 
This  would  be  safe  under  the  financial  method  discussed  here.    At  the  end  of  the  i" 

20-year  period  this  item  of  cost  would  disappear. 

The  second  reason  why  the  costs  would  tend  to  fall  would  be  that  as  the  union 
members  attain  age  65  and  retire,  they  would  be  replaced  by  persons  at  much 
younger  ages  for  whom  costs  were  lower.  This  process  would  tend  to  proceed 
gradually  for  many  years.  It  is  a  simple  method  for  the  liquidation  of  liabilities 
in  respect  of  the  past  activity  of  trade  unionists  in  the  city.  Despite  these 
tendencies  the  level  of  costs  will  not  be  substantially  lower  for  several  years. 

The  annual  per  capita  costs  on  a  similar  basis  for  the  electrical  workers  were 
as  follows,  using  membership  records  as  of  April  1,  1930:  ( 

b.  Noncontributory  plan 

Approximate  actual  withdrawal  rate  (high) $64.  17 

Medium  withdrawal  rate 75.  55 

Low  withdrawal  rate 93.13  ,; 

All  these  cost  estimates  allow  for  no  refund  in  case  of  death  or  withdrawal  prior 

to  retirement  of  contributory  plan.  , 

It  would  be  possible  to  divide  the  cost  between  the  employer  and  employee  ;■ 

groups  in  various  proportions.     If,  for  example,  the  total  present  costs  were  . 

divided  evenly  between  the  two  groups  and  if,  further,  the  assessments  were  ' 

levied  on  employees  without  extending  to  them  any  claim  on  the  fund  in  case  ; 

of  death  or  withdrawal  prior  to  retirement,  the  per  capita  costs  for  each  group  ';• 

would  be  half  the  per  capita  costs  given  in  the  preceding  section.  [ 

So  far  as  individual  contributors  are  concerned,  however,  it  has  been  found  in  H, 

practice  to  be  difficult  to  persuade  employees  generally  to  contribute  without  4 

expectation  of  any  return  unless  they  fulfill  the  requirements  for  a  pension.  ; 

They  will  agree  to  contribute  only  on  the  condition  that  their  own  contributions  V? 

be  returned  to  them  or  their  survivors  in  the  event  of  withdrawal  or  death  prior  ;^ 

to  qualifying  for  a  pension.     Some  industrial  pension  plans  provide  for  the  '; 

return  of  contributions  under  such  circumstances  without  interest,  the  employer  s 

usually  getting  most  of  the  benefit  of  such  interest.     This  practice  we  do  not  ',. 

believe  to   be  justifiable.  .'i 

In  case  employee  contributions  were  to  be  returnable  with  interest  at  the  same  p: 

rate  as  that  assumed  to  be  earned  on  accumulated  funds,  the  average  per-capita  \ 

assessment  would  be  $107.67.     This  single  figure  conceals  wide  diff"erences  in  the  '' 

individual  costs.     At  age  50,  for  example,  the  cost  for  each  year  between  20  ••' 

and  65  would  be  only  $23.47,  whereas  at  64,  since  the  whole  fund  would  be  ,;; 

accumulated  in  1  year,  the  per-capita  assessment  would  be  $2,815.92.  ': 

There  are  three  objections  to  assessing  all  employees  a  uniform  amount.     First,  ' 
some  individuals  would  pay  for  part  of  the  benefit  of  others.     Moreover,  in  the 
present  instance  all  persons  under  age  37  would  pay  more  into  the  fund  than  the 

total  value  of  the  benefit,  including  that  part  supposedly  paid  for  by  the  em-  ,\. 

ployers.     Second,  the  annual  cost  of  the  benefit  would  tend  to  be  lower  as  time  •• 
passed  to  that  the  proportion  paid  for  by  the  employees  as  a  group  would  be 
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higher.  Third,  in  case,  for  any  reason,  the  number  of  building-trades  men  in 
city  was  reduced,  it  is  probable  that  the  younger  group  would  be  forced  out. 
This  would  create  a  drain  on  the  fund  disproportionate  to  the  liabilities  canceled 
bj-  the  withdrawals. 

On  the  other  hand,  it  is  inconceivable  that  persons  now  advanced  in  years 
could  pay  for  one-half  their  own  benefit.  The  employers  would  probably  find 
it  necessary  to  pay  for  the  liability  which  had  previously  accrued  in  respect  of 
work  at  the  trade  in  the  city  prior  to  the  inauguration  of  a  plan.  The  data  have 
been  insufficient  to  enable  calculation  of  such  liability.  It  seems  likely,  however, 
that  the  cost  of  a  contributory  plan  in  which  half  the  current  cost  was  assessed 
against  individual  employees,  but  in  which  the  past  liabilities  were  borne  by  the 
employers,  would  for  a  period  of  several  years  cost  the  employers  about  80  per- 
cent as  much  as  a  noncontributory  plan  carried  entirely  by  the  employers. 

The  average  individual  employee  contribution  would  be  about  $43.07  on  the 
basis  of  the  carpenter's  data  and  $30.80  on  the  basis  of  the  electricians'  for  a 
benefit  of  $600  per  annum.  On  what  basis  the  total  would  be  allocated  to 
Individuals  is  beyond  the  scope  of  this  report. 

3.    TOTAL  ANNUAL  COSTS  FOR  THE  BUILDING  TRADES  IN  NEW  YORK  CITY 

It  is  considered  a  reasonable  assumption  that  the  carpenters  and  electrical 
workers  taken  together  form  a  typical  sample  of  the  building  tradesmen  in  the 
city.  The  chief  question  in  regard  to  per  capita  costs  relates  to  whether  the 
average  should  be  a  simple  mean  of  the  per  capita  figures  for  each  of  the  two  unions 
or  should  be  weighted  by  the  membership,  the  data  for  the  carpenters'  local  being 
assumed  to  represent  the  whole  trade  in  the  city.  On  the  latter  basis  the  car- 
penters' figure  would  have  a  weight  of  four  and  the  electrical  Workers',  one. 

Decision  on  this  point  in  the  absence  of  complete  data  is  mainly  a  matter  of 
guesswork.  In  an  attempt  to  make  the  estimates  conservative,  it  was  decided  to 
give  the  carpenters'  figure  a  weight  of  three  and  the  electrical  workers',  one. 

The  exact  number  of  building  tradesmen  who  would  be  covered  by  a  pension 
scheme  is  not  known.  The  numbers  have  been  variously  estimated.  Two  figures 
are  therefore  given,  one  for  175,000  and  the  other  for  200,000  persons.  On  this 
basis  the  estimated  annual  costs  are: 

Noncontributory  plan 
[Benefit  $600.    Payable  beginning  at  age  65] 


175,000 


200,000 


Approximate  actual  withdrawal  rate  (high) 

Medium  withdrawal  rate 

Low  withdrawal  rate .- 


$18,  292,  750 
20,  622,  000 
24, 099,  250 


$20,  906, 000 
23, 568, 000 
27, 542, 000 


Contributory  plan 

[Benefit  $600.    Payable  beginning  at  age  65.    Individual  members  pay  for  half  the  cost  of  benefits  in  respect 
of  service  rendered  after  inauguration  of  plan.    Employees'  contributions  returnable  with  interest] 


Annual  costs  to 
employers 


175,000 


200,000 


Approximate  actual  withdrawal  rate  (high) 

Medium  withdrawal  rate. 

Low  withdrawal  rate 

Annual  costs  to  all  employees 


$14,  634,  200 
IC,  497,  600 
19,  279,  400 
7, 000, 000 


$16,724,800 
18, 854, 400 
22, 033,  600 
8, 000, 000 


These  cost  figures  do  not  include  any  administration  costs,  which  would  ulti- 
mately have  to  be  taken  into  consideration.  They  would  amount  to  approxi- 
mately 1  percent  of  the  total  funds  handled  by  the  administrative  body. 

These  estimated  cost  figures,  to  V)e  fully  comprehended,  should  be  viewed  in 
comparison  with  the  gross  income  of  the  construction  industry  of  New  York  and 
with  the  total  income  of  the  building  trades.     For  this  purpose  they  have  been 
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compared  in  the  following  table  with  total  contract  figures  for  all  building  and 
engineering  construction  in  the  five  Boroughs  of  New  York,  as  recorded  b.y  F.  W. 
Dodge  Corporation.  It  has  been  assumed  that  40  percent  of  the  total  dollar 
value  of  contracts  represents  wages  paid  to  construction  labor.  The  comparisons 
as  shown  in  the  following  table. 

COST    COMPARISONS    OF    PENSION    PLANS 

Ta-Ble  I. — Noncontrihutory  plan  (cost  borne  by  employer  group) 


Period  covered 

Total  con- 
tract volume 

Minimum    annual    cost, 
$18,292,750  covering  175,- 
000  workers,  high  with- 
drawal rates 

Maximum     annual     cost, 
$27,542,000,  covering  200,- 
000   workers,    low   with- 
drawal rates 

Percent  of 
gross  income 
of  industry 

Percent  of 
total  wages 

Percent  of 
gross  income 
of  industry 

Percent  of 
total  wages 

Average,  1919-31    .  .  -  .  .     __ 

$698,  977, 000 

279,  478,  200 

1,157,041,800 

459, 655, 000 

2.62 
6.55 
1.58 
3.98 

6.55 
16.38 
3.95 
9.95 

3.94 
9.85 
2.38 
5.99 

9  85 

Highest  year,  1926 

5  95 

This  year,  1931  (estimated), 

15.00 

Table  II. — Contributory  plan 

[Employer  group  bearing  total  cost  of  retiring  all  workers  aged  65  at  inception  of  plan  and  half  the  costs 
of  benefits  to  all  other  workers  thereafter;  employees  under  65  at  inception  of  plan  to  pay  half  the  cost  of 
their  own  benefits  and  have  the  privilege  of  collecting  accrued  cash  surrender  value  of  benefits  on  with- 
drawal] 

EMPLOYERS'  SHARE 


Period  covered 

Total  con- 
tract volume 

Minimum   annual   cost— 
$14,634,200    covering 
175,000     workers,     high 
withdrawal  rates 

Maximum    annual    cost— 
$22,033,600     covering 
200,000    workers,    low 
withdrawal  rates 

Percent  of 
gross  income 
of  industry 

Percent  of 
total  wages 

Percent  of 
gross  income 
of  industry 

Percent  of 
total  wages 

Average  1919-31     -  -.. 

$698,  777, 000 

279, 478,  200 

1, 157,  041,  800 

2.09 
5.24 
1.26 
3.18 

5.24 
13.09 
3.16 
7.96 

3.15 
7.88 
1.90 
4.97 

7  88 

19  71 

Highest  year,  1926 

4  76 

This  year,  1931  (estimated) 

459,  655,  000 

11.98 

EMPLOYEES'  SHARE 


Total  con- 
tract volume 

Minimum— $7,000,000 

Maximum— $8,000,000 

Percent  of 
total  wages 

Percent  of 
total  wages 

Average  1919-31 

$698,  777, 000 

279,  478,  200 

1, 157,  041, 800 

459,  655, 000 

2.50 
6.26 
1.51 
3.81 

2  86 

Lowest  j'ear,  1919 .  - 

7. 16 

Highest  year,  1926...  

1.73 

This  year,  1931  (estimated) 

4  35 

J.  Conclusions  from  Cost  Comparisons 

1.  A  noncontributory  plan,  with  the  cost  borne  by  the  employers  and,  pre- 
sumably, passed  on  to  the  public  would  increase  the  cost  of  construction  operations 
from  2.6  to  4  percent,  assuming  that  future  construction  volume  in  dollars  will 
average  the  same  as  in  the  years  1919-31.  The  exact  percentage  would  depend 
on  the  exact  number  of  beneficiaries  covered  and  on  the  rate  of  withdrawal  of 
those  beneficiaries  from  the  industry.     (Table  I.) 

2.  The  burden  on  the  industry  of  a  noncontributory  plan  with  a  fixed  lump-sum 
benefit  would  constitute  a  fixed  change  that  might  be  easily  met  in  prosperous 
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years,  but  would  be  increasingly  onerous  in  a  year  of  depression.  From  the 
figures  in  the  table  it  is  seen  that  while  the  minimum  annual  cost  figure  represents 
2.62  percent  of  the  average  gross  income  of  the  industry  during  the  past  13 
years,  it  represents  6.55  percent  of  the  1919  income,  only  1.58  percent  of  the  1926 
income,  and  3.98  percent  of  this  year's  income.  If  sufficient  funds  were  accumu- 
lated in  good  years  to  effect  depleted  earnings  of  the  industry  in  bad  years,  this 
irregularity  might  be  smoothed  out.  But  this  would  not  take  care  of  a  permanent 
or  long-enduring  reduction  in  total  dollar  volume  of  construction  brought  about 
by  reduced  construction  costs  persisting  over  a  long  period.  To  obviate  the  pos- 
sible burden  of  a  fixed  lump-sum  benefit,  a  plan  based  upon  deyoting  a  fixed 
percentage  of  the  industry's  gross  income  or  of  its  total  pay  roll,  with  benefits  to 
the  extent  that  pension-fund  accumulations  will  pay  for,  might  be  preferable. 
(Table  I.) 

3.  The  contributory  plan  is  for  many  reasons  more  desirable  than  a  noncontri- 
butory  plan.  However,  its  total  cost  to  employer  and  employee  groups  combined 
is  somewhat  greater  than  that  of  the  noncontributory  plan  because  of  the  neces- 
sity for  refunding  the  whole  of  their  accumulated  contributions  with  interest  to 
members  who  withdraw  before  qualifying  for  a  benefit.  This  feature  is  an  added 
benefit  of  considerable  value  to  the  participants  in  the  plan.     (Table  II.) 

4.  Fluctuations  in  total  construction  volume  and  in  the  value  of  the  construc- 
tion dollar  impose  the  same  variability  of  cost  burden  in  the  case  of  a  noncon- 
tributory plan  as  with  the  contributory  plan.  Here  again  consideration  should 
be  given  to  the  possibility  of  a  flexible  benefit  provision  proportioned  to  the 
amounts  the  administrators  of  the  fund  could  collect  on  the  basis  of  fixed-percent- 
age assessments  on  employers  and  employees. 

K.  Problems  of  Administration 

There  is  not  today  any  organization  within  the  building  industry  of  New  York 
set  up  to  administer  a  general  pension  plan.  Such  administrative  body  wouid 
have  the  duty  of  collecting  and  administering  the  pension  funds  and  of  keeping 
complete  records  of  all  pertinent  data  as  to  age,  union-membership  status,  and 
employment  of  all  participants.  For  collecting  funds  and  keeping  statistical 
records  a  sizable  clerical  staff  with  competent  supervisory  officers  would  be 
necessarv.  For  administering  the  funds  and  paying  benefits  a  policy  would 
have  to"^be  determined,  to  decide  whether  this  should  be  done  by  placing  the 
business  with  insurance  companies,  by  employing  a  trust  company  to  handle  the 
investments,  or  by  permitting  the  administrative  organization  to  set  up  an  invest- 
ment committee,  probably  aided  by  competent  investment  counsel,  to  invest 
the  funds  and  disburse  the  benefits.  The  latter  plan  is  certainly  full  of  dangers 
against  which  adequate  safeguards  would  have  to  be  made.  The  administrative 
organization  would  probably  be  supervised  by  a  council,  or  board  of  trustees,  on 
which  employers,  employees,  and  independent  interests  would  be  represented. 

L.  Conclusions  and  Recommendations 

1.  Your  committee  concludes  from  its  study  that  a  sound  system  of  old-age 
pensions  for  the  building  industry  is  socially  desirable  and  that  the  need  for  such 
a  system  or  systems  is  likely  to  increase  with  the  growing  proportions  of  older 
people  in  our  population.  A  contributory  system  with  compulsory  participation 
of  all  those  eligible  would  in  our  judgment  be  desirable. 

2.  The  New  York  Building  Congress  should  recognize  that  industry  has  a 
responsibility  for  furthering  sound  old-age  pension  plans,  and  for  coordinating 
any  New  York  building  industry  plan  that  might  be  set  up  with  the  New  York 
State  pension  plan. 

3.  The  cost  of  a  contributory  building  industry  plan  to  aproximate  an  old-age 
annuitv  benefit  of  $600  a  year,  as  used  in  section  F  of  this  report  for  purposes 
of  illustration,  would  not  be  so  great  in  moderately  prosjK'rous  times  that  it 
should  alone  deter  the  building  industry  of  New  York  from  setting  up  a  private 
old-age  pension  plan  for  its  members. 

4.  While  administrative  problems  inherent  in  such  a  project  for  the  loo.sely 
organized  building  industry  may  possibly  be  even  more  difficult  of  solution  than 
the  problem  of  total  cost  of  the  plan,  the  joint  action  of  employer  and  employee 
groups  on  such  a  project  might  conceivably  be  a  great  benefit  to  the  industry  in 
uniting  it  for  a  common  objective  of  cooperation  and  stability. 

5.  In  spite  of  the  conclusions  stated  in  paragraphs  3  and  4,  your  committee  does 
not  recommend  the  adoption  of  a  private  building  industry  plan  such  as  described, 
for  reasons  appearing  herewith.     The  studies  which  have  been  made  of  the  flow 
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of  employees  into  and  out  of  the  building  trades  in  the  city  indicate  that  only  a 
small  minority  would  remain  in  the  industry,  locally  or  elsewhere,  long  enough 
to  qualify  for  a  pension.  The  same  condition  is  known  to  prevail  in  industries 
which  have  private  pension  plans.  Therefore  it  appears  likely  that  universal 
adoption  of  industry  pension  plans  of  the  type  now  in  vogue  would  fail  to  benefit 
substantial  numbers  of  persons  who  attain  pension  age. 

6.  In  view  of  this  probable  inadequacy  of  private  plans,  State  pension  plans  are 
likely  to  be  extended  in  scope  and  geographical  coverage,  and  the  New  York 
State  Old  Age  Assistance  Act  is  likely  to  be  broadened.  In  line  with  this  broaden- 
ing process  the  committee  recommends  that  the  New  York  Building  Congress 
endorse  a  proposal  to  amend  the  New  York  State  act  by  reducing  the  minimum 
age  of  eligibility  from  70  to  65. 

7.  The  committee  recommends  that  the  New  York  Building  Congress  adopt  as 
its  policy  in  regard  to  future  old-age  pension  developments  the  principle  of  a 
State  compulsory  contributory  plan  to  which  the  employers,  employees,  and  the 
State  would  contribute;  in  which  the  needs  of  the  building  industry  will  be  fully 
considered  in  formulating  the  plan  and  in  which  existing  organization  of  the  indus- 
try would  be  recognized  in  the  administration  of  the  plan. 

8.  It  is  recommended  that  no  further  study  of  this  subject  be  undertaken  by 
the  New  York  Building  Congress  unless  its  executive  committee  wishes  to  inau- 
gurate complete  research  studies  with  the  intention  of  putting  an  actual  plan 
into  operation.  For  such  a  purpose  much  more  intensive  research,  involving  the 
securing  of  data  on  all  the  building  trades  of  New  York,  is  necessary.  In  the 
case  of  many  trades,  it  would  probably  be  necessary  to  induce  the  union  officials 
to  set  up  such  statistical  records  covering  their  members  as  are  not  in  existence 
today.  Furthermore,  conditions  of  employment  in  the  building  field  change 
rapidly,  and  changes  in  age  distribution  go  on  all  the  time,  so  that  data  collected 
in  advance  for  researcih  purposes  might  be  quite  obsolete  bj'  the  time  the  Building 
Congress,  or  any  other  building  field  organization,  was  ready  to  inaugurate  a 
pension  plan. 

9.  It  is  recommended  that  this  report  be  printed  and  distributed  to  all  mem- 
bers of  the  New  York  Building  Congress  and  all  building-trades  organizations  in 
Metropolitan  New  York  and  to  those  who  have  cooperated  in  making  this  study. 

Chicago,  III.,  February  6,  1935. 
Malcolm  Muir, 

President  McGraw-Hill  Publishing  Co., 

New  York,  N.  Y.: 
Retel  contractors  building  industry  because  of  individualistic  nature  of  business 
not  actively  concerned  over  social  legislation  as  an  industry.  Results  Federal 
housing  program  particularly  and  public  works  program  slightly  make  such 
readers  generally  sympathetic  or  apathetic  administration  efforts.  Manufactur- 
ing readers  are  minority  group  with  us  and  only  a  few  larger  ones  are  seriously 
concerned  over  program. 

R.  V.  Sawhill, 
Domestic  Engineering,     .■ 

February  7,  1935. 
Mr.   Malcolm  Muir, 

McGraw-Hill  Publishing  Co.,  New  York  City. 

Dear  Mr.  Muir:  Yesterday  I  received  a  telephone  call  asking  me  to  submit 
any  special  ideas  I  might  have  regarding  legislation  relating  to  such  matters  as 
old-age  pensions  and  unemployment  compensation.  Needless  to  say,  I  would 
have  liked  very  much  to  cooperate  with  you,  but  because  of  the  fact  that  I  had 
just  returned/to  my  desk  after  several  weeks  in  the  South,  I  just  couldn't  do  so. 

In  the  first  place,  so  many  people  in  my  own  organization  tackled  me  with 
various  matters  that  I  really  did  not  get  any  time  of  my  own  until  this  evening 
and,  in  the  second  place,  I  really  feel  (because  of  my  absence  from  town)  quite  a 
bit  out  of  touch  with  the  latest  developments  and  trends  as  regards  so-called 
"social  legislation." 

In  the  course  of  my  travels,  I  did  become  increasingly  impressed  with  one 
idea,  namely,  that  standardization  on  a  Nation-wide  basis  of  almost  anything 
from  prices  and  wages  to  doles  and  unemployment  compensation  is  thoroughly 
impractical  and  unintelligent. 

While  my  own  beliefs  in  this  matter  may  be  thoroughly  out  of  step  with  those 
who  are  better  informed  and  those  who  constitute  the  ruling  majority,  I  neverthe- 
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less  hold  to  the  opinion  that  the  Federal  Government  as  such  should  not  be  a 
direct  party  to  either  old-age  pensions  or  unemployment  compensation  on  the 
grounds  that  such  matters  should  be  handled  strictly  by  the  States  or  subdivisions 
thereof.  Through  no  other  means  does  there  seem  to  be  much  chance  of  assuring 
nonpolitical  allotment  of  money  or  distribution  which  in  the  eyes  of  local  people 
is  strictly  fair  and  justified  from  the  standpoint  of  both  the  receivers  of  benefits 
and  the  real  donors  thereof  (taxpayers) .  Of  course,  it  is  not  hard  to  believe  that 
political  considerations  will  cause  certain  of  the  poorer  States  to  be  anxious  to 
draw  social  benefits  for  their  people  from  the  people  of  those  States  which  are 
able  to  amass  greater  composite  profits.  In  fact,  the  danger  in  this  regard  seems 
so  great  that  it  at  least  seems  vital  for  business  men  and  publishers  to  make 
every  possible  effort  toward  seeing  that  the  Federal  Government  does  not  become 
the  sole  contributor  to  either  old-age  pensions  or  unemployment  compensation, 
but  only  a  participating  contributor;  provided,  that  the  major  load  is  carried  by 
State  governments  or  political  subdivisions  thereof  and  by  employees.  It  also 
seems  to  me  that  there  are  many  advantages  in  seeing  that  Federal  contributions 
to  such  ends  are  not  based  on  income  taxes  or  pay-roll  taxes,  but  upon  a  sales 
tax. 

Hope  to  have  a  visit  with  you  in  the  near  future. 
Sincerely, 

Raymond  Bill,  President. 


[Air  mail] 

Radio  Manufacturers  Association, 

Chicago,  III.,  February  6,  1935. 
Mr.  Ray  V.  Sutliffe, 

Radio  retailing,  New  York,  N.  Y. 

Dear  Ray:  I  am  sorry  about  the  delay  in  attending  your  telegraphic  request 
which  was  due  to  my  absence  from  the  city,  consequently  I  hope  that  this  air- 
mail letter  may  arrive  in  time  to  attend  your  needs. 

Unfortunately  I  am  not  in  a  position  to  give  you  a  typical  or  industry  view- 
point on  the  Social  Security  Act,  consequently  I  am  oflfering  my  personal  views 
which  should  not  be  construed  as  representative  of  R.  M.  A. 

The  social  service  program  of  the  President  as  proposed  in  the  bills  now  before 
the  Senate  and  House,  will  undoubtedly  be  beneficial  to  the  general  public;  pro- 
vided, there  are  cooperative  measures  between  the  State,  the  employee,  and  the 
employer  in  order  that  the  additional  burden  to  industry  may  not  increase  prices 
to  the  extent  of  retarding  sales.  The  cooperative  payment  plan  between  these 
three  elements  would  in  my  opinion,  keep  the  cost  to  industry  down,  as  well  as 
create  a  responsibility  with  the  employee  that  should  be  beneficial  to  the  labor 
relations  of  business. 

All  of  the  elements  of  this  program  should  improve  the  mental  attitude  of  the 
employee  and  as  a  result  of  this  assist  business  to  the  extent  of  this  improved 
confidence. 

While  I  do  not  fully  agree  with  all  of  the  percentages  and  elements  in  the  pro- 
gram, I  feel  confident  that  after  it  is  pushed  around  to  both  the  Senate  and  House, 
the  modified  form  resulting  will  be  the  most  economical  method  for  ofi"setting  the 
rather  numerous  other  forms  of  pensions^  dole,  and  employment  insurance  that 
will  be  presented  to  Congress  this  year. 

I  also  feel  that  it  is  definitely  necessary  for  the  President  to  present  something 
of  this  type  in  order  to  avoid  the  highly  burdensome  radical  plans  which  would 
have  a  reasonable  chance  of  approval  in  the  absence  of  the  social  security  pro- 
gram. 

Sincerely  yours, 

Les. 

The  Chairman.  Rachelle  Yarros,  M.  D. 

STATEMENT  OF  DR.  RACHELLE  YARROS,  HULL  HOUSE,  CHICAGO, 

ILL. 

Dr.  Yarros.  Mr.  Chairman:  In  connection  with  title  VII  in  your 
bill  dealing  with  maternal  and  child  health  I  am  particularly  interested 
in  representing  to  you  a  certain  phase  of  health  protection  as  far  as  the 
mother  is  concerned. 
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Reading  over  very  carefully  the  statements  made  by  Miss  Grace 
Abbot  and  Dr.  Adair  at  the  heating  on  this  bill  before  the  Ways  and 
Means  Committee  in  the  House  of  Representatives  I  wish  to  say  I 
agree  with  them  thoroughly  that  the  danger  to  the  mother  from  birth 
is  still  far  too  high ;  it  is  alarmingly  high.  Now  I  have  been  in  practice 
for  40  years,  and  I  was  associate  professor  of  obstetrics  of  the  medical 
department  of  the  University  of  Illinois.  In  that  connection  I  had 
a  great  many  cases.  I,  myself,  brought  into  the  world  about  2,000 
babies  among  the  poor  people,  and  I  had  a  great  deal  of  experience  in. 
watching  the  situation  personally,  realizing  what  the  dangers  were. 

Strange  as  it  is,  with  all  the  efforts  that  the  schools  have  made  to 
prepare  their  physicians  better  for  maternity  wards,  and  with  all  the 
methods  that  have  developed  to  improve  the  nursing  service,  the 
mortality  rates  remain  very  high. 

Now,  in  my  opinion,  we  haven't  gone  deep  enough  into  the  subject. 
There  is  no  doubt  that  a  great  deal  of  child  care  is  lacking  on  the  part 
of  the  mother,  because  she  has  not  the  information,  but  a  good  deal 
more  is  due  to  the  fact  that  she,  herself,  is  not  in  any  condition  physi- 
cally to  continue  the  repeated  efforts  of  her  body  resulting  from  child- 
birth. In  my  opinion,  and  in  the  opinion  of  those  who  have  watched 
women  bringing  forth  children  in  rapid  succession,  we  have  found 
that  the  health  of  the  mother  deteriorates.  It  is  a  tremendous 
physical  effort,  and  now  we  know  that  all  the  endocrine  glands  make 
a  special  effort  during  that  time  and  it  takes  at  least  2  or  3  years  ta 
make  a  recovery. 

Therefore  I  think,  and  many  of  those  of  my  colleagues  who  have 
watched  the  situation  feel,  that  if  the  mothers  among  the  poor  could 
face  the  number  of  pregnancies  and  childbirth  as  they  are  faced  among 
the  more  fortunate,  the  mortality  among  them  would  decidedly 
decrease.  These  mothers  would  be  in  better  shape  to  face  the  addi- 
tional effort.     They  practically  have  very  little  rest. 

It  is  in  that  work  that  I  first  became  deeply  interested,  in  the 
problem  of  spacing,  limiting  the  number  in  the  family,  among  not 
only  the  poor  but  those  of  our  workers  who  have  a  rather  low  wage^ 
and  constantly,  as  I  watched  them,  I  have  seen  that  if  they  have  a 
chance  actually  to  learn  how  to  space  the  children  and  they  have  a 
rest  that  they  do  better  for  themselves. 

Now  at  one  place  the  question  was  asked  of  Miss  Abbott  about  the 
mortality,  this  high  mortality  in  childbirth,  and  she  said  there  is  na 
doubt  it  is  due  to  the  lack  of  care  during  childbirth  and  during  preg- 
nancy. To  a  great  extent  she  is  right,  but  to  some  extent  she  has. 
omitted  a  very  important  part,  and  that  is  that  even  with  the  best 
of  care  a  woman  cannot  recover  rapidly  enough  to  do  her  job  well 
and  to  do  justice  to  herself  if  she  keeps  on  having  those  frequent 
pregnancies  and  childbirths. 

Another  point  that  was  made  by  Dr.  Adair,  and  the  point  that  we 
must  consider  very  carefully,  is  the  fact  that  women  all  through  the 
ages,  with  the  encouragement  of  their  husbands,  and  now  particularly, 
feel  that  they  cannot  continue  to  carry  the  child  and  often  the  result 
is  abortions.  Now,  abortions  are  highly  prevalent.  In  these  United 
States  we  haven't  the  exact  estimate,  but  approximately  it  is  stated 
between  half  a  million  and  a  million  women  abort.  Now  a  good 
many  of  them  are  not  self-induced  abortions,  but  the  mortalities  from 
self -induced  abortions  is  extremely  high.     They  continue  to  do  it^ 
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not  because  it  is  a  pleasure,  because  on  the  whole  most  women  are 
ac^ainst  such  procedure,  they  are  very  unhappy  about  it,  but  they 
resort  to  it  as  the  lesser  evil,  and  those  of  us  who  have  come  across 
hundreds  of  those  women  feel  that  it  is  extremely  unfair  in  modern 
society  not  to  give  those  women  a  chance  to  have  the  scientihc 
information  that  the  contraceptive  clinics  could  give. 

A  study  has  been  made  by  the  Children's  Bureau  of  the  women  who 
have  had  a  certain  number  of  births  and  it  is  quite  clear  from  that 
study  that  the  more  children  that  a  woman  brings  into  the  world,  the 
more  pregnancies,  the  more  her  life  becomes  endangered.  Now,  this 
is  a  thing  that  we  must  consider  with  the  prevalence  of  abortions,  selt- 
induced  or  criminal  abortions,  to  wluch  these  perfectly  hne  people 
have  to  resort  or  are  resorting,  and  the  fact  that  it  is  dangerous  to 
their  health  to  continue  these  pregnancies  and  childbirths. 

It  seems  absolutely  necessary  now,  in  this  new  undertaking  which 
Is  such  a  marvelous  thing  for  women,  to  save  their  lives  and  to  save 
the  children  that  are  born,  it  is  absolutely  obvious  that  we  must  begin 
to  face  this  fact:  Instead  of  letting  women  induce  abortions  on  them- 
selves with  great  danger  to  themselves,  and  having  thousands  of 
abortions  criminally  induced,  that  we  ought  to  begin  to. take  this 
remedv  that  we  have  before  us,  which  many  of  the  inore  intelligent 
women  and  men  take  advantage  of,  and  that  is  the  methods  of  con  ra- 
ception.  It  is  practiced  in  this  country  very  extensively.  Most  of 
our  educated  people,  professional  people  have  small  famihes.  The 
mortality  among  the  women  is  lower,  the  morbidity  is  lower  the 
death  rale  among  children  is  lower,  and  consequently  the  advantages 
wThave  reached  from  this  knowledge  ought  to  be  included  as  a  part 
^fthfs  great  health  protection  that  is  going  to  be  given  o  the  women 
f,r^<]  the  children  of  those  who  are  less  privileged.  On  the  whole,  by 
doin^tha  we  would  give  the  mother  a  chance  to  do  better  for  herself, 
be  t?r  for  her  children,  and  there  would  be  a  lower  morahty  among 
the  women,  there  would  be  a  lower  mortality  among  the  children. 
The7would  be  able  to  have  a  better  education,  a  better  upbringing 

WeTope  that  we  will  not  always  have  to  protect  those  people  by 
this  extra  -rant.  We  hope  that  in  the  future  the  situation  will  be 
luX^ml  thev  will  be  able  to  do  it  for  themselves,  but  I  am  very 
sorrv  o  say  thaTbecause  of  tragedies  and  because  of  fear  we  have 
not  Inchide^d  this  remedy,  or  this  phase  o^  P-|r^-X-k|  ^^en 
the  prevention  of  conception,  regulation  of  the  number  ot  cmiaren 
born!spaang  the  cliildren,  in  our  work  among  the  women  and  children 
of  those  who  claim  our  protection,  particularly  m  these  days 

It  has  been  estimated  recently  in  two  very  important  studies,  that 
the  birthraTe  is  niuch  higher,  between  50  and  60  percent  higher,  among 
lhose^^IlO  are  inemploved  than  it  is  among  those  who  are  partialy 
emploved  That  in  itself  is  a  tragedy.  It  is  a  tragec ly  because  those 
faiSs  are  already  exposed  to  the  highest  strain  There  -  tren^nd- 
uous  discord  among  them,  there  is  friction,  and  to  add  to  tnat  tne 
Sn  oTpregnancy^and  childbirth,  with  all  the  uncertamties,  is  almost 

""'if seems  to  me  in  this  emergency,  where  we  are  facing  so  many 
things  and  have  tried  to  see  facts,  we  ought  to  ^^^^ar  our  mmds  on  that 
subiSct  It  is  a  perfectly  decent  thing.  It  is  practiced  by  the 
hneir  most  enlightened,  educated  people.  Instead  of  destroying  life 
after  itTborn,  which  is'dangerous,  it  is  simply  to  prevent  conception. 
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We  have  learned  from  long  experience  that  there  is  no  danger  of  the 
race  dying  out.  A  hundred  thousand  liistories  that  have  been  care- 
fully studied,  prove  that  a  great  many  women  and  couples  that  space 
their  children  have  had  more  children,  they  have  regulated  their 
families.  Those  who  have  the  knowledge  of  birth  control  very  likely 
are  going  to  have  children,  because  they  know  they  stop  at  any 
moment  and  there  is  not  this  fear  that  exists  and  produces  psychosis. 

One  can  go  on  and  talk  about  these  things  that  are  so  important 
to  bring  out  in  connection  with  the  protection  of  women  and  children. 
The  only  tragedy,  it  seems  to  me,  is  the  lack  of  courage  even  among 
thoroughly  enlightened  physicians  and  enlightened  social  workers, 
philanthropists  and  thinkers,  to  link  this  problem  of  the  lack  of  con- 
ception with  the  whole  scheme  of  health  and  protection  to  women. 
If  you  did  that  adequately,  I  think  it  would  soon  be  recognized  as 
just  one  of  our  preventive  measures,  which  should  be  a  perfectly 
legitimate  one,  just  as  many  others  are  legitimate. 

The  Chairman.  I  would  be  very  glad,  if  jou  want  to  elaborate 
your  views,  to  incorporate  your  statement  in  the  record. 

Dr.  Yarros.  Thank  you  very  much. 

Supplementary  Statement  to  the  Committee  on  the  Social  Security  Act, 
BY  Dr.  Rachelle  Yarros,  Hull  House,  Chicago 

As  previously  stated  a  number  of  distinguished  men  and  women  have  already 
appeared  before  a  Congressional  committee  and  have  expressed  their  views  con- 
cerning that  part  of  the  Economic  Security  Act  which  deals  specifically  with 
maternal  and  child  welfare.  The  statements  made  by  Miss  Grace  Abbott, 
Dr.  Adair,  and  other  authorities  in  this  field  have  been  very  significant.  We 
must  indeed  provide  the  mothers  and  children  of  this  country  not  only  with 
economic  security  but  with  the  best  medical  and  nursing  care.  If  our  work  is 
to  be  at  all  effective  and  constructive  and  of  pern^anent  value  to  the  fan.ily  and 
communitj^  adequate  maternal  and  infant  medical  care  is  essential.  There  is 
one  vital  measure,  however,  which  has  thus  far  not  been  mentioned  by  the  other 
speakers,  a  measure  of  tremendous  significance  for  the  health  and  protection  of 
motherhood.  I  have  reference  to  the  dissemination  of  scientific  and  adequate 
knowledge  concerning  contraception.  It  is  this  aspect  of  maternal  health 
conservation  that  I  should  like  to  stress  before  this  committee.  In  this  great 
crisis  it  is  even  more  important  that  we  should  face  all  facts  courageously  and 
realistically. 

In  what  way  will  the  dissemination  of  contraceptive  information  conserve 
maternal  health?  First,  it  will  give  the  opportunity  to  every  won  en  to  space 
the  births  of  her  children  according  to  her  own  physical,  psychological,  and 
economic  status.  It  has  been  amply  proven  tine  and  again  that  too  rapid 
successive  childbearings  has  a  deleterious  effect  upon  the  general  health  of  the 
mother  as  well  as  upon  the  survival  rate  of  the  offspring.  A  great  many  deaths 
of  mothers  during  childbirth  can  no  doubt  be  ascribed  to  the  fact  that  they  had 
not  had  sufficient  time  to  recover  and  recuperate  from,  the  previous  delivery. 
Dr.  Walter  Timme,  an  outstanding  endocrinologist  has  recently  said  that  every 
woman  should  have  at  least  2  sumn  ers  of  sunshine  between  childbearings  if 
she  is  to  retain  her  physical,  mental,  and  emotional  balance.  When  the  period 
between  childbirths  is  too  short,  the  mother's  resistance  is  low  and  she  is,  con- 
sequently much  more  subject  to  the  infections  and  complications  which  are 
responsible  for  so  large  a  percentage  of  our  maternal  death  rate.  Obviously 
then,  if  the  mother  is  to  properly  space  the  coming  of  her  children  and  at  the 
same  time  retain  her  normal  marital  relations  with  her  husband  she  irust  be 
provided  with  adequate  contraceptive  information. 

Secondly,  contraceptive  inforn  ation  for  mothers  will  tend  to  reduce  the  infant 
mortaUty.  Dr.  Woodbury  of  the  Children's  Bureau  has  shown  statistically 
that  the  infant  death  rate  is  definitely  related  to  the  period  of  time  which  elapses 
between  childbirths.  The  shorter  the  period,  the  higher  the  infant  mortality. 
According  to  his  report;  children  born  3  years  apart  are  subject  to  a  death  rate  of 
86  per  1,000  births;  when  the  period  is  2  years,  the  infant  death  rate  is  98;  when 
children  are  born  only  1  year  apart,  the  rate  rises  to  146.  Clearly,  then,  contra- 
ceptive advice  for  the  spacing  of  children  is  of  vital  iniportance  to'  infant  welfare. 
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Thirdly,  contraceptive  information  will  remove  the  recurrent  anxieties  and 
xin certainties  of  the  mother.  The  repeated  fear  lest  she  conceive  before  she  is 
ready  for  it  physically  and  economically  is  a  source  of  serious  mental  and  erno- 
tional  strain  to  "every  "mother.  This  anxiety  is  responsible  for  an  amount  of  family 
■«nhappiness,  misery,  and  maladjustment  which  we  are  only  now  beginningto 
realize.  Anyone  who  comes  in  contact  with  the  intimate  problems  of  married 
life,  realizes  that  thousands  upon  thousands  of  marriages  are  broken  up  and  dis- 
rupted primarilv  because  of  a  lack  of  sufficient  knowledge  concerning  the  regula- 
tion of  births  in  the  family.  There  can  be  no  doubt  that  efficient  scientific  contra- 
ceptive advice  will  contribute  immensely  to  the  physical  and  mental  well-being 
of  millions  of  families. 

Fourthly,  contraceptive  advice  will  reduce  the  number  of  illegal  abortions. 
It  is  a  well-known  fact  that  a  very  large  number  of  our  women  resort  to  abortions 
for  the  purpose  of  controlling  the  size  of  their  families,  and  that  nearly  1,000,000 
such  operations  are  performed  annually  in  this  country.  Abortion  is  an  ancient 
method  of  population  control,  but  it  is  a  brutal,  cruel,  dangerous,  and  costly 
method.  The  death  rate  from  abortions  is  high,  and  the  amount  of  physical 
illness  and  mental  injury  to  which  it  leads  is  untold.  Yet  statistics  show  that  1  out 
of  every  3  or  4  pregnancies  in  this  country  is  terminated  by  abortion.  Can 
anyone"^  calculate  the  amount  of  misery,  chronic  sickness,  and  even  premature 
loss  of  life  wiiich  this  practice  leads  to?  The  only  way  to  effectively  reduce  the 
number  of  abortions  it  to  provide  women  with  safe,  scientific,  and  reliable  contra- 
ceptive information.  Those  of  us  actually  famihar  with  the  problems  of  maternal 
and  infant  health  and  welfare  feel  very  strongly  that  the  greatest  contribution 
Tvhich  can  be  made  tow^ard  the  conservation  of  the  health  of  mothers  and  children 
would  be  to  provide  contraceptive  advice  to  the  women  who  come  for  aid  and 
reUef  to  the  Government  and  State  agencies.  We  appeal  to  you  to  face  this 
problem  frankly,  openly  and  reahstically. 

When  you  appropriate  money  for  maternal  and  child  health  you  must  see  that 
it  is  used  wisely.  I  am  very  sure  you  do  not  wish  to  pour  water  into  a  bucket  that 
leaks.  Money  spent  for  prenatal  and  postnatal  clinics  is  indeed  worth  while  but 
it  is  futile  to  encourage  births  when  common  sense  tells  you  deaths  will  be  the 
result.  Therefore  it  is  important  that  "other  aspects  of  maternal  and  child 
health  service",  as  mentioned  in  this  bill,  definitely  include  contraceptive  advice 
and  I  respectfully  suggest,  gentlemen,  that  on  page  51,  line  12,  after  the  words 
"child  health  service"  you  specify  "including  the  establishment  of  cHnics  giving 
birth-control  information  to  those  who  desire  it." 

I  also  submit  a  resolution  adopted  at  a  meeting  held  in  Washington  last  night, 
representing  every  State  in  the  Union,  and  attended  by  approximately  800  people. 
The  resolution  reads  as  follows: 

"Whereas  in  the  present  crisis  confronting  the  American  people,  the  national 
purpose  to  relieve  suffering  and  conserve  human  life  finds  expression  not  only  in  a 
Nation-wide  relief  program,  but  also  in  steps  toward  a  comprehensive  program  of 

"Whereas  proposed  Economic  Security  Act  contemplates  among  other  features, 
the  special  protection  of  dependent  mothers  and  children:  therefore,  be  it 

"Resolved,  That  we  urge  that  such  protection  include,  as  a  basic  feature, 
making  available  to  all  famihes  on  relief,  information  as  to  where  they  may  obtain 
contraceptive  medical  advice,  so  that  they  may  properly  space  and  limit  the  num- 
ber of  their  children  according  to  their  ability  to  provide  for  them;  be  it  further 

"Resolved,  That  this  group  recommends  the  creation  in  the  Federal  Govern- 
ment of  a  population  bureau  or  department  for  further  scientific  study  of  the 
trends  and  problems  of  population,  based  on  primary  considerations  of  pubhc 
health  and  racial  conservation,  to  the  end  that  a  sound  and  permanent  pohcy 
may  be  formulated  in  the  interests  of  protected  motherhood,  healthy  children, 
better  family  life,  and  greater  economic  and  social  security." 

I  thank  you. 

The  Chairman.  Mr.  Filene. 

STATEMENT    OF    LINCOLN    FILENE,    BOSTON,    MASS.,    WILLIAM 

FILENE'S  SONS  CO. 

Mr.  Filene.  I  should  like  to  say,  Mr.  Chairman,  before  I  read  this 
TTcry  short  paper,  that  I  am  in  very  deep  sympathy  with  the  general 
purposes  of  this  legislation,  and  any  criticism  that  I  have  to  make  I 
simply  am  making  in  the  hope  that  it  may  be  constructive. 
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I  want  to  speak  particularly  on  the  unemployment  compensation 
sections  of  the  Wagner-Lewis-Doughton  bill.  Before  giving  you  my 
views  I  want  to  say  one  thing  about  the  bill  as  a  whole.  It  is  my 
belief  that  you  are  endangering  the  passage  of  all  this  social-security 
legislation,  with  whose  general  purposes  I  am  heartily  in  sympathy, 
by  having  an  omnibus  bill.  It  may  not  be  too  late  to  separate  the 
different  subjects  in  the  bill  so  that  they  can  be  dealt  with  individually 
and  thus,  I  believe,  more  effectively. 

In  regard  to  the  unemployment  compensation  sections  of  the  bill 
let  me  call  your  attention  to  the  fact  that  the  Wagner-Lewis  bill, 
which  was  introduced  last  year,  and  whose  excise  tax  principle  is  a 
vital  part  of  the  present  bill,  was  drawn  in  such  a  simple  way  that  its 
passage  would  have  accomplished  two  things  absolutely  necessary, 
in  my  opinion,  to  enable  the  country  to  make  a  sound  start  in  this 
field. 

In  the  first  place,  the  Wagner-Lewis  bill,  like  similar  provisions  in 
the  present  bill,  made  it  to  the  self-interest  of  every  State  to  set  up 
some  form  of  unemployment  compensation.  In  the  second  place, 
differing  from  the  present  bill,  the  Wagner-Lewis  bill  left  it  to  the 
States  to  determine  whether  they  should  establish  insurance  plans  or 
reserve  plans. 

The  Wagner-Lewis  bill  gave  the  States  freedom  to  set  up  the  type 
of  law  they  wanted,  provided  it  met  with  certain  minimum  require- 
ments. I  am  not  suggesting  endorsement  of  the  5-percent  tax  in  that 
bill  which  evidently  was  too  large  to  meet  with  general  approval.  As 
I  and  many  of  my  associates  read  the  present  bill  as  introduced,  it  is 
made  impossible  for  the  vState  to  set  up  its  own  system  of  unemploy- 
m^ent  compensation  unless  it  desires  a  system  after  the  pattern  of 
that  proposed  in  the  bill.  I  think  that  this  is  a  great  mistake  because 
I  think  that  all  will  admit  that  in  this  new  field  of  law  it  is  necessary 
for  us  to  have  plenty  of  experimentation  by  the  individual  States. 
Only  from  experimentation  can  we  develop  the  types  of  unemployment 
compensation  best  suited  to  the  different  sections  of  the  country. 

I  am  speaking  from  several  years  of  personal  experience.  I  served 
on  the  interstate  commission  on  unemployment  insurance,  appointed 
by  Franklin  D.  Roosevelt  when  Governor  of  New  York,  and  for  some 
years  I  have  been  in  very  close  contact  with  the  studies  made  by  the 
King  commission  on  stabilization  of  employment  in  my  own  State  of 
Massachusetts. 

I  feel  that  the  most  practical  approach  to  the  problem  is  to  get 
started  in  the  simplest  way  with  the  least  confusion  as  to  adminis- 
tration, methods,  and  form.  That  simplest  way,  as  I  see  it,  is  to 
attack  the  basic  cause  of  unemployment,  namely,  irregularity  of 
work.  This  is  true  of  prevention,  not  mere  remedy.  This  is  what 
we  are  trying  to  do  in  Massachusetts.  Some  other  States  want  to 
attack  the  problem  in  a  different  way.  But  as  I  read  the  present 
bill  the  States  do  not  have  freedom  to  set  up  their  own  plans,  and 
this  applies  particularly  to  those  States  which  desire  unemployment 
reserves  instead  of  unemployment  insurance. 

The  very  fact  that  there  are  so  many  differences  of  opinion  leads 
me  to  urge  on  tliis  committee  that  we  go  back  to  the  simple  principle 
and  structure  of  the  Wagner-Lewis  bill.  That  principle  is,  through 
the  Federal  excise  tax,  to  make  it  imperative  that  every  State  shall 
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set  up  an  unemployment-compensation  plan  but  to  leave  it  to  the 
States  to  set  up  the  kind  of  plan  that  their  legislators  determine  upon. 

I  realize  that  your  committee  is  under  a  great  deal  of  pressure  and 
for  this  reason  I  have  confined  my  remarks  to  this  simple  basic 
statement.  In  order  that  I  may  be  on  record  a  little  more  fully  as 
to  certain  general  aspects  of  the  problem  and  unemployment  reserves 
in  particular,  I  am  leaving  with  you  a  paper  which  I  prepared  recently, 
and  which  was  circulated  generally  among  the  distributive  trade  of 
the  country.  I  hope  that  this  may  be  of  some  help  to  you  in  your 
work  on  this  bill, 

(The  paper  referred  to  is  as  follows:) 

Unemployment  Reserves 
By  Lincoln  Filene 

We  are  at  a  time  when  we  can  postpone  no  longer  some  constructive  action  on 
the  question  of  unemployment  compensation.  It  is  a  foregone  conclusion  that 
this  whole  question,  together  with  other  allied  questions  of  economic  and  social 
security,  will  be  placed  before  Congress  by  the  President  with  definite  recommen- 
dations which  will  unquestionably  result  in  definte  national  action.  It  is,  there- 
fore, necessary  for  us  business  men  to  give  the  most  careful  study  to  the  subject 
of  unemployment  compensation  and  determine  in  our  own  minds  where  we  stand, 
and  what  we  propose  to  do  about  it. 

For  a  great  many  years  we  have  been  misled  into  believing  that  those  countries 
that  started  unemployment-compensation  plans  many  years  ago  were  suffering 
under  a  severe  handicap  because  of  them.  We  now  know  that  the  contrary  is 
the  fact  and  that  in  Great  Britain,  for  example,  the  unemployment-insurance 
system  has  been  a  buffer  against  want  and  distress  and  has  saved  both  much 
needless  misery  and  vast  sums  of  money  on  demoralizing  doles. 

The  unemployment  compensation  systems  in  Europe  have  had  the  effect  of 
maintaining  a  certain  minimum  level  of  purchasing  power  for  the  masses  of  the 
community.  Thus,  some  of  the  worst  effects  not  only  of  seasonal  unemployment 
but  of  the  very  great  unemployment  of  the  depression  itself  were  cushioned  and 
society  thereby  orotected. 

At  this  point  I  want  to  state  emphatically  that  while  the  European  unemploy- 
ment-compensation plans  were  undoubtedly  of  the  utmost  value  to  European 
populations,  it  does  not  necessarily  follow  that  we  should  copy  European  laws. 
Our  own  economic  and  social  conditions  are  not  those  of  Great  Britain,  for  exam- 
ple. We  have  a  different  type  of  population;  we  have  different  methods  of  doing 
business;  we  are  still  a  relatively  young  country  with  opportunity  before  us; 
we  have  the  reputation  for  doing  things  in  new  and  efficient  ways. 

It  is  said  that  we  should  have  further  study  of  this  whole  question  of  unemploy- 
ment compensation  before  we  take  any  action.  I  am  impatient  with  this  position. 
It  may  be  that  some  individuals  require  further  time  to  study  the  question  and  to 
make  up  their  minds,  but  this  is  not  a  subject  which  has  been  at  all  neglected, 
and  the  essential  basic  studies  necessary  to  give  us  the  information  on  which  to 
form  a  considered  opinion  have  been  made.  For  15  years,  under  the  leadership 
of  John  R.  Commons,  of  Wisconsin,  there  has  been  thorough  and  painstaking 
research  into  the  whole  question.  In  the  East,  the  seven-State  commission  on 
unemployment  insurance,  appointed  in  1931  by  Franklin  D.  Roosevelt,  then 
Governor  of  New  York,  made  studies  and  investigations  of  its  own.  In  my  own 
State  of  Massachusetts,  a  special  commission  on  stabilization  of  employment, 
appointed  by  the  governor  in  1931,  also  studied  the  underlying  principles  which 
should  be  written  into  an  unemployment  compensation  law,  and  the  legislature 
now  has  before  it  the  King  unemployment-reserve  bill,  based  on  those  investiga- 
tions. The  State  of  Wisconsin  is  the  first  to  have  an  imemployment-compensa- 
tion  law,  and  although  it  is  still  early,  prchminary  reports  of  experience  under  this 
law  are  available. 

Broadly  speaking,  two  types  of  unemployment  compensation  plans  are  bcmg 
considered.  One  is  employment  insurance  with  contributions  by  employer, 
emplovee,  and,  as  a  rule,  the  State,  modeled  after  European  laws.  The  other  is 
unemployment  reserves,  the  so-called  "American  plan"  and,  as  I  have  already 
said,  the  basis  of  the  only  law  in  this  field  now  on  our  statute  books,  in  Wisconsin. 
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I  favor  compulsory  unemployment  reserves  by  State  law  with  individual, 
separated  company  funds,  administered  by  the  State,  with  no  compulsory  con- 
tributions by  employees,  and  with  no  contribution  by  the  State  except  the  cost 
of  administration.  I  favor  the  underlying  principle  of  the  Wagner-Lewis  bill 
which  imposes  a  Federal  excise  tax  on  pay  rolls.  This  seems  to  me  the  best 
practical  method  of  securing  uniform  State  action,  uniform  minimum  standards 
among  the  States,  and  the  elimination  of  the  disadvantage  which  the  progressive 
States  would  have  if  they  enacted  laws  and  added  to  their  expense  while  other 
States  enacted  no  laws. 

There  is,  I  believe,  a  great  danger  confronting  us  at  this  moment.  The  danger 
is  that  we  shall  fail  to  see  the  basic  simplicity  of  this  whole  problem  and  that 
because  of  the  present  necessity  of  providing  through  community  funds  for  the 
millions  out  of  work,  we  shall  get  ourselves  involved  in  an  attempt  to  establish  a 
complex  system.  I  have  said  that  we  do  not  need  further  studies.  It  is,  how- 
ever, true  that  we  do  lack  information  about  the  actual  extent  of  unemployment 
during  normal  times,  and  even  today.  Because  we  lack  this  information  it  is 
impossible  for  us  to  formulate  a  plan  of  unemployment  insurance  which  will  be 
actuarially  sound.  Even  if  we  could  formulate  such  a  plan  it  would  not,  in 
my  opinion,  be  the  proper  way  to  begin  enacting  laws  on  this  subject. 

The  basic  principle  back  of  unemployment  reserves  is  to  attack  unemployment 
at  its  source.  This  means  attacking  it  in  the  individual  business  and  attacking 
it  by  attacking  irregular  employment.  Many  American  industrialists  have  ex- 
perimented voluntarily  with  this  method  of  attacking  unemployment  and  have 
had  notable  success.  The  experience  of  these  industrialists  is  a  matter  of  record. 
The  practical  working  of  the  reserve  theory  is  that  the  employer  by  focusing  his 
attention  on  irregularity  of  employment  and  by  penalizing  himself  for  such  ir- 
regularity does  everything  that  he  can  to  prevent  it. 

Reserves  are  preventive,  not  a  rernedy.  Unemployment  insurance,  on  the 
other  hand,  is  admittedly  a  remedy,  not  a  preventive.  One  of  the  foremost 
American  advocates  of  unemployment  insurance  has  defined  it  as  a  method  of 
"alleviating  the  social  and  economic  consequences  of  unemployment."  I  believe 
that  the  proper  approach  to  this  problem  is,  instead  of  accepting  unemployment 
as  inevitable  and  providing  a  new  community  chest  at  expense  of  all,  to  localize 
the  cost  to  the  employer  directly  instead  of  to  the  employee  and  to  the  community, 
and  hence  to  attack,  as  I  have  said,  the  evil  at  its  very  source. 

Instead  of  enumerating  the  many  sound  reasons  against  unemployment  insur- 
ance, I  prefer  to  discuss  here  the  constructive  reasons  for  unemployment  reserves. 

In  the  first  place,  I  repeat  that  the  underlying  principles  and  purpose  of  re- 
serves is  prevention.  Reserves  direct  the  attention  of  the  employer  to  the 
problem  of  stabilizing  employment.  This  means  cutting  out  seasonal  unemploy- 
rnent  as  far  as  possible,  providing  as  steady  work  week  in  and  week  out  as  pos- 
sible, approaching  the  ideal  of  a  guaranteed  job  from  year  to  year.  Unemploy- 
ment reserves  are  therefore  constructive  in  underlying  purpose  rather  than 
palliative.  Reserves  are  in  accordance  with  the  whole  spirit  of  American  busi- 
ness and  industry  which  has  overcome  so  many  apparently  insuperable  obstacles. 

The  unemployment  reserve  principle  places  upon  the  shoulders  of  the  employer 
the  sole  responsibility  for  contributions  to  the  reserve  fund.  Arguments  in  favor 
o;  this  are,  to  my  mind,  inescapable.  In  the  first  place,  it  is  the  employer,  not 
the  employee,  who  can  exercise  control  over  conditions  of  employment.  In  the 
second  place,  it  is  the  employer,  not  the  employee,  who  can  plan  and  put  into 
effect  measures  regularizing  employment.  In  the  third  place,  it  is  the  duty  of 
the  employer  to  write  into  his  business  costs  the  cost  of  unemployment,  and  by 
so  writing  this  into  his  costs,  to  give  himself  every  incentive  to  reduce  this  charge. 
In  the  fourth  place,  the  employer,  not  the  employee,  can  absorb  this  cost  and 
can  and  will  pass  it  on  to  the  public. 

Under  the  unemployment  reserves  principle  the  widest  room  is  left  open  for 
experiments,  for  voluntary  plans,  for  the  practice  of  individual  thrift  and  savings 
by  the  employees,  for  guaranteed  annual  wage  plans,  providing  employers  and 
employees  wish  to  work  them  out  together.  In  other  words,  the  reserve  prih- 
ciple  promotes  constructive  experimentation  which  I  believe  is  in  line  with  the 
best  thought  and  practices  of  American  industry  and  business,  and  sets  up  legal 
minimum  standards  below  which  no  plans  may  go. 

The  reserve  principle  prohibits  employee  contributions  to  the  fund  except  on  a 
voluntary  basis.  Again  the  reasons  for  this  seem  to  me  inescapable.  The  under- 
lying principle  is  that  unemployment  is  a  business  cost  and  should  be  so  charged 
and  hence  paid  by  business,  not  by  the  employee.  Precisely  this  same  principle 
is  successfully  operating  in  workmen's  accident  compensation  laws  throughout 
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the  country,  and  results  in  giving  employers  the  incentive  to  make  their  places  of 
business  safe. 

It  is  said  that  labor  will  have  more  self-respect  if  it  contributes  to  an  unem- 
ployment reserve  fund.  As  a  matter  of  fact,  labor  will  bear  without  direct 
contributions  to  the  reserve  fund  a  heavier  share  of  the  burden  of  unemployment 
than  the  employer.  In  the  waiting  period  before  compensation  is  paid,  under 
most  plans  at  least  a  week,  the  employee  must  finance  himself.  If  unemploy- 
ment is  longer  than  the  short  period  during  which  compensation  is  paid,  again  the 
employee  must  finance  himself.  Lastly,  since  compensation  is  usually  figured  at 
about  50  percent  of  wages,  the  employee  must  make  up  the  difference  to  maintain 
his  standard  of  living.  Looked  at  in  this  way  it  is  easy  to  figure  that  the  em- 
ployee will  contribute  directly  by  his  own  loss  of  wages,  under  even  the  shortest 
out-of-work  period,  at  least  3  percent  of  his  annual  pay. 

The  unemployment  principle  appeals  to  thoughtful  business  men,  lastly, 
because  it  properly  allocates  the  costs  of  unemployment  where  they  belong. 
Under  the  reserve  plan  the  employer  with  little  or  no  unemployment,  after 
having  built  up  his  reserve  fund,  will  make  no  further  contributions.  Under 
every  unemployment  insurance  plan  the  employer  contributes  to  a  general  com- 
munity pool  which  is  used  to  take  care  of  the  unemployed  from  every  source. 
The  reserve  principle  stands  strongly  against  indiscriminate  charges  on  the  effi- 
cient or  fortunate  industry  to  paj',  in  ordinary  times,  for  the  unemployed  in  the 
inefficient  or  unfortunate  industry. 

The  Wisconsin  unemployment  reserve  bill  became  law  on  July  1,  1934.  The 
unemployment  funds  are  in  process  of  accumulation.  According  to  reports  from 
that  State,  "by  July  1,  1935,  it  is  estimated  that  they  will  aggregate  nearly 
$5,000,000,  but  although  payments  under  the  reserve  fund  may  not  begin  for 
6  months  the  effects  of  the  law  in  stabilizing  employment  have  already  been  feH. 
Some  70  companies  in  Wisconsin  have  already  guaranteed  their  employees  for  the 
current  year  two  thirds  of  full  time  work  and  wages  for  at  least  42  weeks.  As  a 
direct  result  of  the  act  also  many  other  workers  are  now  employed  on  a  year's 
salary  contract." 

The  same  report  on  the  Wisconsin  law  contains  this  significant  statement:  "In 
effect  the  new  law  requires  ever}'  concern  employing  labor  to  assume  certain 
obligations  toward  its  employees  and  toward  the  community  in  which  it  operates. 
Henceforth  it  cannot  with  impunity  hire  (and  often  import)  workers  and  then 
leave  them  without  resources,  to  be  supported  by  the  public  whenever  it  does  not 
need  their  services.  In  this  way  the  Wisconsin  act  addresses  itself  primarily  to 
the  kind  of  unemployment  that  is  most  readily  preventable.  With  only  a  few 
months'  experience  to  go  on,  some  evidence  is  already  accumulating  in  Wisconsin 
on  this  point.  Those  who  are  administering  the  new  law  find  that  its  companj^- 
reserve  feature  has  started  many  employers  on  a  study  of  their  emploAanent 
problems.  They  are  beginning  to  figure  out  how  to  run  their  businesses  to  keep 
their  men  as  steadily  at  work  and  their  reserves  as  nearly  intact  as  possible. 
With  similar  laws  enacted  in  other  States,  regularization  might  tend  to  advance 
and  spread  at  a  geometric  rate  of  progress,  since  every  concern  that  operates 
steadily  thereby  steadies  the  markets  in  which  it  buj's  and  sells.  Steadier  year- 
round  operation  by  the  automobile  industry,  for  instance,  would  make  greater 
stability  possible  in  many  related  industries." 

There  are  many  other  reasons  for  the  reserve  plan.  One  of  the  most  important 
of  these  reasons  to  my  mind  is  its  simplicity.  We  are  today  laying  the  foundation 
for  a  great  advance  in  legislation  looking  to  social  security.  It  is  vitally  important 
that  we  build  the  foundation  in  such  a  way  that  this  legislation  can  grow  safely 
and  successfully.  Employer  contributions  are  common  to  all  imemployment 
compensation  proposals.  I  believe  that  we  can  avoid  dangers  and  mistakes  if, 
at  the  beginning  of  our  practical  experience  in  this  field,  we  confine  ourselves  to 
this  common  principle,  namely,  employer  contributions,  and  build  from  them  on. 
Essential  to  the  success  of  any  legislation  of  this  type  is  honest  and  efficient 
administration.  Again  this  means  that  we  must  have  as  simple  and  as  easily 
administered  law  as  we  can  write. 

I,  therefore,  repeat,  let  us  attack  the  problem  at  its  one  most  vital  point,  namely, 
irregularity  of  work,  and  with  a  law  that  will  meet  with  the  approval  of  the  two 
parties  most  directly  concerned,  the  emploj^er  and  the  employee. 

The  cost  of  unemployment  will  finally  be  paid  by  the  consumer  of  goods  and 
services,  not  by  the  employer.  This  is  as  it  should  be.  But  for  this  reason,  we 
business  men  have  the  responsibility  of  seeing  to  it  that  we  eliminate  all  waste 
and  all  unneeded  items  in  that  cost.  The  reserve  principle  automatically  gives  the 
incentive  to  reduce  waste  and  hence  to  reduce,  not  to  add  to,  costs  that  the  con- 
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sumer  must  pay.  From  every  point  of  view,  then,  as  well  as  from  the  point  of 
view  of  building  consumer  purchasing  power,  the  reserve  principle  is  the  soundest. 
I  want  to  leave  with  you  the  idea  that  if  we  attack  irregularity  of  work,  we 
shall  make  a  start  in  a  road  to  a  system  of  unemployment  compensation  tl^at  will 
be  solidly  grounded  in  American  experience  and  adapted  to  American  psychology 
and  economic  needs. 

The  Chairman.  Mr.  Elbert. 

STATEMENT  OF  ROBERT  G.  ELBERT,  AIRY  HALL  PLANTATION, 

GREEN  POND,  S.  C. 

The  Chairman.  I  wish  you  would,  for  the  record,  state  to  the 
committee  your  business  and  what  study  you  have  made  with  ref- 
erence to  this  particular  subject  matter,  Mr.  Elbert. 

Mr.  Elbert.  Mr.  Chairman,  my  name  is  Robert  G.  Elbert.  My 
residence  is  Airy  Hall  Plantation,  Green  Pond,  S.  C.  I  have  devel- 
oped in  my  statement,  if  I  may  be  permitted  to  read  it,  more  about 
my  background,  and  so  forth. 

The  Chairman.  Very  well. 

Mr.  Elbert.  Mr.  Chairman  and  gentlemen  of  the  committee,  I 
have  prepared  a  statement  which  I  would  like  to  read,  as  it  is  written 
for  the  sake  of  form  and  continuity. 

In  reading  the  testimony  that  has  so  far  been  presented  to  the 
committee,  I  notice  that  most  of  those  who  have  appeared  here  have 
been  concerned  chiefly  with  the  old-age  pension  feature  of  the  bill. 
I  believe  the  unemployment-insurance  feature  should  be  equally 
important,  and  the  major  part  of  what  I  have  to  say  will  be  on  that 
line. 

I  shall  point  out  some  vicious  features  of  the  bill  as  it  now  stands. 
I  am  convinced  that  the  unemployment-insurance  features  embody 
a  complete  surrender  to  big  business,  and  by  that  I  mean  it  would 
be  captured  by  the  big  business  man  and  the  big  farm^er,  to  the 
exclusion  of  most  of  the  smaller  people  whom  it  should  be  designed 
to  help. 

In  the  course  of  my  remarks  I  shall  develop  the  proposal  to  put  all 
these  social-welfare  activities  under  one  head,  namely,  to  create  a 
Department  of  Social  Welfare,  which  should  have  equal  rank  with 
other  governmental  departments,  and  be  presided  over  by  a  Secretary 
of  Social  Welfare. 

Mr.  Chairman,  with  your  permission,  may  I  read  the  statement  I 
have  prepared? 

The  Chairman.  You  may  go  ahead. 

Mr.  Elbert.  My  interest  in  this  matter  of  social  security  goes  back 
for  some  considerable  time.  Long  ago  I  realized  that,  in  our  economic 
system,  too  much  emphasis  was  given  to  finance  and  mechanism,  and 
too  little  attention  given  to  the  security  of  the  worker,  who  is  an  in- 
tegral part  of  the  cycle  of  production  and  consumption.  Social  secu- 
rity simply  means  economic  stabilization. 

In  appearing  before  you  today  I  may  say  that  while  I  am  interested, 
as  a  citizen,  in  the  entire  purport  of  the  bill  that  is  being  considered, 
my  special  interest  is  in  its  unemployment-insurance  features. 

I  am  a  member  of  the  Business  Advisory  and  Planning  Council,  and 
last  year  I  served  as  a  member  of  the  Industrial  Advisory  Board. 
While  on  the  Industrial  Advisory  Board,  Mr.  W.  E.  Woodward  and  I 
were  appointed  by  the  chairman  as  a  committee  to  investigate  various 
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forms  of  unemployment  insurance  and  to  formulate  a  plan  which 
would  be  adapted  to  American  economic  conditions. 

We  made  a  report  to  the  Board  on  June  18,  1934.  Because  of 
numerous  requests,  it  was  necessary  to  have  thousands  of  copies 
printed  and  distributed.  I  spent  all  of  last  summer  abroad  making  a 
thorough  study,  first-hand,  of  the  way  in  which  other  countries  were 
meeting  their  social  problems.  As  a  result  I  wrote  a  book  on  this 
topic,  the  title  of  which  is  Unemployment  and  Relief,  in  which  I 
propose  a  plan  which  I  believe  to  be  the  most  practical  one  for 
America  to  adopt. 

The  problem  of  social  welfare  is  a  practical  problem ;  it  is  concerned 
with  a  just  distribution  of  earning  power  and  the  conservation  of 
human  energy.  It  cannot  be  solved  in  terms  of  idealism,  nor  in  terms 
of  greed.  As  a  practical  people  we  must  do  what  can  be  practically 
done. 

Having  been  a  laborer  myself  and  having  in  turn  employed  othere; 
I  think  I  know  both  sides  of  this  question,  and  in  my  book  I  have 
tried  to  present  both  sides  in  a  composite  mechanism  of  social  service 
which  in  the  long  run  will,  in  my  opinion,  be  for  the  best  interests  of 
all  our  people. 

There  are  some  who  think  that  through  social-welfare  legislation 
they  can  redistribute  wealth.  They  fail  to  appreciate  that  the  more 
wealth  there  is  in  the  country  the  greater  the  opportunity  for  employ- 
ment of  labor.  By  the  process  of  redistributing  wealth  we  distribute 
poverty. 

The  Chairman.  Have  you  available  a  copy  of  the  book  for  each 
member  of  the  committee? 

Mr.  Elbert.  Yes,  sir.  Mr.  Chairman,  I  sent  every  member  a 
copy  of  this  book,  but  I  would  be  delighted  to  send  every  one  on  the 
committee  another  copy  of  it. 

The  Chairman.  I  received  one,  but  I  did  not  know  that  you  .sent 
it  to  each  member  of  the  committee. 

Mr.  Elbert.  Yes,  sir.  Any  legislation  which  interferes  with  the 
activity  of  industry  automatically  and  definitely  stops  the  employ- 
ment of  labor. 

Uneconomic  taxation  or  too  generous  donations  will  destroy  morale 
and  kill  initiative.  Initiative  is  our  greatest  asset  and  has  made  us  a 
great  Nation.  If  we  would  protect  labor  we  must  protect  industry 
because  it  is  the  foundation  of  our  wealth.  Industry  is  already  sorely 
pressed  by  too  high  taxes.  Let  me  mention  only  22  of  the  taxes  more 
than  200,000  manufacturers  must  meet:  State  franchise  tax;  Federal 
corporation  tax,  between  13%  and  14}^  percent;  capital-stock  tax; 
Federal  income  tax  on  undistributed  income,  a  penalty  tax  up  to 
50  percent;  excess-profits  tax;  real-estate  tax;  city,  town,  village  tax; 
State  tax ;  county  tax ;  light  tax ;  fire  tax ;  police  tax ;  paving  and  side- 
walk tax;  park  tax;  employers'-compensation  tax;  sewerage  tax; 
N.  R.  A.  code  tax:  school  tax;  telephone  tax;  gasoline  tax;  check  tax; 
and  documentary  tax. 

I  do  not  mean  to  say  that  all  these  taxes  are  oppressive,  or  unjust, 
the  point  being  that  they  are  excessively  numerous,  confusing,  and, 
in  the  aggregate,  too  high.  The  entire  system  of  taxation  is  in  urgent 
need  of  simplification.  The  proposed  Wagner-Lewis  excise  tax  adds  to 
the  confusion. 

Another  objectionable  feature  is  that  which  puts  the  whole  burden 
of  emplojnncnt  insurance  on  the  employer. 
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This  bill,  S,  1130,  is  one  of  the  most  important  pieces  of  legislation 
that  has  ever  come  before  Congress.  I  would  respectfully  suggest 
that  this  bill,  for  so  important  a  piece  of  legislation,  is  badly  drawn 
and  should  be  broken  down  into  several  separate  bills.  I  do  not 
believe  that  I  am  exaggerating  when  I  assert  that,  as  a  turning  point 
in  our  history,  it  is  as  important  as  the  Declaration  of  Independence, 

When  our  forefathers  signed  their  immortal  Declaration  they 
declared  for  independence;  now,  when  a  social-weKare  bill  of  the  far- 
reaching  scope  of  this  one  becomes  a  law  it  will  be  an  announcement 
to  the  world  that  the  American  people  have  declared  for  mutual 
independence.  It  will  express  our  national  solidarity.  You  cannot 
solve  any  economic  problem  if  you  get  all  tangled  up  with  preconceived 
theories  or  with  prejudices  for  or  against  anything  or  anybody.  Yet 
there  is  no  use  arguing  with  a  man  who  is  hungry  and  cannot  get  a 
job,  and  who  sees  his  wife  and  children  in  rags.  It  is  useless  to  try 
to  explain  to  him  that  it  will  not  help  if  he  tried  to  pull  down  the 
Constitution  and  destroy  our  American  institutions. 

I  believe  in  the  general  principles  outlined  in  this  bill,  because  if 
proper  legislation  is  enacted  and  administered  it  will  do  much  to 
assist  in  maintaining  the  balance  between  consumption  and  produc- 
tion. 

Mr.  Chairman,  there  is  no  doubt  that  this  committee  and  Senator 
Wagner,  the  proposer  of  this  bill,  are  endeavoring  to  create  legislation 
that  will  contribute  to  a  solution  of  our  social  problems.  In  a  similar 
spirit  of  helpfulness  I  feel  impelled  to  criticize  certain  features  of  the 
proposed  measure.  It  is  hardly  necessary  to  say  that  anything  that 
is  done  will,  at  first,  be  in  the  nature  of  an  experiment  subject  to 
future  changes;  but,  at  the  same  time,  we  should  endeavor  to  make  the 
experiment  a  sound  and  sensible  one,  and  profit  as  much  as  possible 
from  the  experiences  of  other  nations. 

The  bill,  as  framed,  leaves  the  actual  form  of  unemployment  in- 
surance to  the  States.  This  means  that  we  shall  have  48  different 
State  systems,  and  48  costly  administrations  and  much  duplication. 
I  think  this  arrangement  will  be  found  impracticable.  Here  is  one 
thing,  for  instance.  Many  large  industrial  concerns  have  plants  in 
several  States.  Their  operations  will  be  covered  by  various  types  of 
unemployment  insurance.  Their  workers  are  frequently  transferred 
from  one  plant  to  another.  An  employee  may  be  insured  one  way  in 
New  York,  and,  upon  going  to  the  Illinois  plant,  will  be  insured  in 
another  way  under  the  Illinois  law.  What  becomes  of  the  contribu- 
tions made  to  the  insurance  fund  in  his  behalf  under  the  New  York 
law?  There  will  probably  be  some  administrative  provision  for  trans- 
ferring contributions  from  one  State  to  another,  by  making  book- 
keeping entries  in  the  books  of  the  Federal  Treasury,  and  in  the  records 
of  the  State  administrations  concerned,  or  otherwise,  but  the  bill  does 
not  say  how  this  is  to  be  done;  and,  in  any  case,  it  will  lead  to  a  vast 
amount  of  clerical  work  and  correspondence. 

It  is  assumed  that  a  direct  national  unemployment  insurance 
measure  would  be  unconstitutional.  That  assumption  may  or  may 
not  be  sound,  but  it  is  not  the  unanimous  conclusion  of  the  best  legal 
niinds,  by  any  means.  That  the  Federal  Government  has  a  constitu- 
tional right  to  levy  an  excise  tax  on  employers  is  conceded  by  every- 
one. Does  not  the  National  Government  have  the  correlated  right 
to  distribute  the  proceeds  of  such  a  tax  to  unemployed  persons?     And 
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if  contributions  are  required  from  wage  earners  under  the  system, 
as  I  certainly  think  they  should  be,  is  there  anything  to  prevent  the 
Federal  Government  from  levying  such  contributions  by  means  of 
an  income  tax  based  on  a  percentage  of  wages  and  deducted  from  the 
workers'  pay? 

The  geographical  argument  against  a  national  system  has  no  merit, 
according  to  my  best  judgment.  This  argument  is  that,  on  account 
of  the  size  of  the  United  States  and  on  account  of  the  varying  wage 
standards  and  living  standards  in  different  parts  of  the  country,  one 
uniform  system  would  be  inapplicable  to  the  whole  Nation. 

Under  the  Elbert  plan,  proposed  in  my  book,  this  objection  is  over- 
come; it  is  fallacious,  anyway.  The  Elbert  plan  provides  for  per- 
centage contributions  from  both  employers  and  workers ;  that  is,  both 
■contributions  and  benefits  are  based  on  a  percentage  of  wages  and 
salaries.  It  should  not  make  any  difference,  in  principle,  if  the  ac- 
cepted wage  is  $15  a  week  in  one  place  and  $40  a  week  in  another 
place.  The  contributions  and  the  benefits  should  vary  in  the  sanie 
proportions.  So  far  as  the  employer's  excise  tax  is  concerned,  this 
percentage  arrangement  is  provided  for  in  the  Wagner  bill,  but  the 
same  provision  shoidd  apply  to  workers,  and  there  should  be  a  flexible, 
sliding  scale  of  benefits. 

The  most  vital  of  all  objections  to  these  proposed  State  systerns  is 
that  in  all  probability  they  will,  in  many  instances,  degenerate  into 
local  political  machines  of  enormous  power  and  evil  influence.  There 
is  a  danger  of  destructive  political  influences,  in  any  event,  even  if 
there  is  a  national  system;  nevertheless  our  history  as  a  Nation  shows 
that  Federal  institutions,  operating  locally,  are  more  Ukely  to  be 
conducted  on  a  nonpartisan  basis. 

Senator  King.  You  appreciate  the  fact  that  the  Federal  Govern- 
ment and  the  Congress  are  subjected  to  perhaps  as  high  a  pressure 
as  any  State  legislature,  don't  you? 

Mr.  Elbert.  Yes,  sir;  I  do  appreciate  that. 

Senator  King.  We  have  a  Nation-wide  propaganda  that  seems  to 
sweep  like  a  torrent  over  the  country.     It  affects  Congress. 

Mr.  Elbert.  I  realize  that,  sir.  I  also  realize,  when  I  look  at  a 
Senator,  I  see  thousands  of  people  back  of  that  Senator,  or  millions 
of  people,  scrubwomen,  workers,  elevatormen,  and  they  stand  back 
of  every  one  of  you  gentlemen  and  you  are  here  representing  them,  as 
I  see  it.  I  think  that  is  the  main  consideration,  to  think  of  these 
poor  devils  who  are  looking  to  you,  regardless  of  pressure.  That  is 
the  way  I  feel  about  it,  sir. 

Senator  Connally.  Will  you  read  the  last  sentence  agam? 

Mr.  Elbert.  There  is  danger  of  destructive  poUtical  influences,  in 
any  event,  even  if  there  is  a  national  system;  nevertheless,  our  history 
as  a  Nation  shows  that  Federal  institutions,  operating  locahy,  are 
more  likely  to  be  conducted  on  a  nonpartisan  basis. 

Senator  Connally.  I  thought  perhaps  you  had  it  the  other  way 
around. 

Mr.  Elbert.  I  am  sorry,  sir. 

Senator  Connally.  It  is  through  the  relief  organizations  that  we 
•set  up,  operating  through  State  organizations.  The  Federal  Govern- 
ment has  turned  over  this  relief  money  in  most  cases  to  State  agencies. 

Mr.  Elbert.  Yes,  sir. 
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Senator  Connally.  Isn't  it  a  fact  that  it  has  been,  in  many  cases, 
utiHzed  for  political  purposes,  dishing  out  Federal  money  without  any 
State  responsibility  at  all? 

Mr.  Elbert.  Senator,  that  is  most  difficult  to  say  definitely;  that 
it  is  or  is  not.  I  would  prefer  not  to  comment  on  that,  sir,  if  I  may 
avoid  that  question. 

Senator  Connally.  You  were  generalizing  there.  I  was  wondering 
whether  you  could  not  elaborate  on  your  illustration. 

Mr.  Elbert.  I  think,  Senator,  where  money  is  being  doled  out,  or 
handed  out,  or  given  out,  even  in  private  business,  there  are  always 
some  forms  of  graft.     May  I  continue,  Mr.  Chairman? 

Many  of  the  apparently  difficult  questions  that  surround  this  pro- 
posed plan  of  unemployment  insurance  are  not  really  as  perplexing 
as  they  seem  to  be  at  first  sight.  They  arise  from  a  misunderstanding 
of  the  true  nature  of  unemployment  insurance  and  its  economic 
purpose.  Its  primary  purpose  is  to  sustain  purchasing  power,  to 
strengthen  the  stability  of  the  national  economic  structure.  Now 
that  can  be  done  only  by  adopting  the  well-tried  insurance  principle 
of  mutual  assistance,  applied  to  the  whole  Nation,  regardless  of  State 
boundaries. 

Senator  Connally.  Would  it  divert  you  if  I  asked  you  a  question? 

Mr.  Elbert.  No,  sir. 

Senator  Connally.  I  have  heard  a  good  many  testify  that  the 
main  thing  about  this  insurance  is  to  maintain  purchasing  power.  I 
thought  the  main  purpose  was  to  take  care  of  these  people  when  they 
are  out  of  a  job.  I  do  not  subscribe  to  the  idea  that  it  is  100  percent 
for  sustaining  the  purchasing  power,  so  they  can  spend  the  money 
as  fast  as  they  possibly  can  get  it  in  order  to  make  a  profit  for  some- 
body else.  I  might  advocate  it  to  take  care  of  somebody  that 
might  otherwise  be  on  charity. 

Mr.  Elbert.  Senator,  an  efficient  unemployment  insurance  will 
take  care  of  jobless  people  and  tend  strongly  to  maintain  purchasing 
power.     That  will  be  its  economic  effect.     It  is  when  our  consumption 
falls  off  and  production  increases  and  builds  up  inventories  that, 
causes  unemployment,  sir. 

Senator  Connally.  Certainly, 

Mr.  Elbert.  That  is  the  reason  I  am  thinking  of  it  from  an 
economic  angle.  Of  course  I  think  of  it  from  a  human  side  too, 
but  in  thinking  of  it  as  correcting  the  economic  evil  we  automatically 
correct  the  human  side  of  it  by  giving  people  constant  employment, 
and  by  providing  a  fund  to  meet  unemployment. 

Senator  Connally.  I  think  that  ought  to  be  the  major  consider- 
ation. 

Mr.  Elbert.  The  major  consideration,  sir,  is  to  keep  people  at 
work,  as  I  see  it. 

Senator  Connally.  Many  people  appeared  here  and  always  talked 
about  increasing  the  buying  power,  as  if  their  object  was  to  confer 
benefits  on  people  in  order  that  some  corporation  can  grab  the 
benefits  away  from  them  in  order  to  increase  business. 

Mr.  Elbert.  Senator,  as  I  see  it,  the  wealth  of  the  Nation  is  not 
in  its  production  but  in  what  it  can  consume.  That  is  what  makes 
a  nation  wealthy,  its  consumptive  ability  or  purchasing  power. 

Senator  Couzens.  It  does  not  make  money  to  produce  if  you  cannot 
consume. 
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Mr,  Elbert.  No,  sir.  An  inventory  represents  money  invested. 
If  a  business  man  gets  too  much  stock  on  hand  he  cannot  help  himself; 
he  has  got  to  shut  down,  that  is  all.  If  you  can  keep  up  the  buying 
power  the  manufacturer  wi\l  keep  employing  men.  Senator,  you 
would  hire  every  man  in  the  United  States  if  you  could  make  money 
doing  it. 

Senator  Couzens.  There  are  some  of  them  that  I  would  not  hire. 
[Laughter.] 

Mr.  Elbert.  I  say  if  you  could  make  money  doing  it.  That  is  the 
object  of  the  business  man.  He  is  just  out  to  make  money.  Is  that 
all.  Senator? 

Senator  Couzens.  That  is  all  for  the  present. 

Mr.  Elbert.  I  consider  the  segregation  of  State  reserves  as  pro- 
vided for  in  the  bill  to  be  a  serious  defect.  The  bill  reads  that  all 
funds  contributed  by  any  State  shall  be  deposited  in  the  Federal 
Treasury  and  held  there  in  trust  for  that  State  only.  We  all  know 
that  there  are  periods  when  business  and  industry  are  depressed  in 
one  section  of  the  country — with  a  consequent  large  increase  in  un- 
employment— while  industrial  conditions  are  good  in  other  sections. 
Is  it  the  purpose  of  the  backers  of  this  measure  to  permit  the  insurance 
funds  of  one  State,  or  of  several  States,  to  become  exhausted  through 
the  effort  to  meet  unemployment  benefits  while  other  States  have 
surpluses  to  their  credit  in  the  Treasury?  Evidently  that  is  what  is 
meant,  and  my  comment  is  that  this  provision  is  contrary  to  the  most 
elementary  of  insurance  principles.  The  whole  country  is  one  eco- 
nomic entit}^,  and  whether  we  believe  it  or  not  the  fact  is  that  we  are 
all  in  the  same  boat. 

It  is  just  as  important  to  relieve  unemployment  in  Maryland  as  it 
is  to  relieve  unemployment  in  Colorado.  To  that  end  I  suggest  that 
all  contributions  for  this  purpose  be  pooled  into  one  national  fund 
from  which  benefits  shall  be  paid,  under  proper  conditions,  regardless 
of  geographical  distinctions. 

Busmess  and  industry  are  national  in  scope;  the  border  lines  of 
States  are  mere  shadows  in  their  relation  to  the  needs  of  a  Nation-wdde 
commerce,  or  in  respect  to  the  mutual  relations  of  capital  and  labor. 
In  administering  certain  parts  of  the  social  security  program — such  as 
public  relief  and  other  forms  of  governmental  charity-^I  think  it 
advisable  for  the  States  to  cooperate,  both  with  funds  and  executive 
intelligence,  for  such  matters  can  be  handled  more  efficiently,  and  with 
less  expense,  through  local  contact  with  the  situation. 

But  unemployment  insurance  is  another  matter  altogether.  It  is 
not  a  charitable  enterprise;  it  is  meant  to  be,  and  should  be,  self- 
supporting.  Does  anyone  believe  for  a  moment  that  it  would  be 
wise  to  compel  the  large  life-insurance  companies  to  break  up  into 
48  small  companies,  wdth  48  separate  administrations  and  48  varying 
scales  of  premiums  and  benefits? 

The  segregation  of  State  funds  is  a  bad  feature  of  the  bill,  but  it 
contains  another  invidious  distinction  which  is  even  worse.  I  am 
referring  to  the  provision  made  near  the  bottom  of  page  46  of  the 
printed  bill  for  what  are  termed  "Reserve  accounts"  and  "Guaran- 
teed employment  accounts." 

Under  the  first  of  these  provisions,  that  of  "Reserve  accounts",  an 
employer  or  a  group  of  employers  may  be  permitted  to  pay  then- 
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contributions  into  individual  accounts,  held  in  trust  for  that  par- 
ticular concern  or  group. 

Senator  King.  You  are  condemning  the  Wisconsin  plan,  then,  are 

Mr.  Elbert.  Yes,  sir;  I  think  it  is  the  most  vicious  unemployment- 
insurance  measure  that  has  ever  been  enacted,  as  far  as  the  worker 
is  concerned.     It  is  fine  for  big  business. 

Senator  Couzens.  May  I  ask  you  a  question  at  that  point?  You 
have  used  the  term  ''big  business"  several  times.  Can  you  define 
what  you  mean  by  that? 

Mr.  Elbert.  The  General  Electric,  the  International  Harvester, 
the  United  States  Steel,  and  corporations  of  that  kind,  sir.  That  is 
my  idea  of  big  business. 

Senator  Couzens.  From  your  study  of  the  problem,  have  you  any 
view  with  respect  to  the  limitation  of  capital  investments  as  differ- 
entiated between  big  business  and  ordinary  business? 

Mr.  Elbert.  No,  sir;  I  think  it  would  be  a  difficult  task  to  do  that, 
because  big  businesses  are,  after  all,  primarily  owned  by  small 
stockholders. 

Senator  Couzens.  They  are  not  controlled  by  small  stockholders? 

Mr.  Elbert.  Now,  I  did  not  say  that. 

Senator  Couzens.  In  most  cases  they  might  just  as  well  not  be 
owned  by  small  stockholders,  as  far  as  the  management  is  concerned? 

Mr.  Elbert.  Yes,  sir.  I  think  that  is  true  in  a  good  many  cases 
and  should  be  rectified.  I  agree  with  you.  The  small  stockholder 
has  not  a  great  deal  to  say,  but  I  think  the  security  bill  that  you  put 
through  in  Congress  last  year,  and  also  the  stock  exchange  committee, 
will  eventually  work  out  something  to  correct  that  evil. 

Senator  Couzens.  You  referred  to  page  46  of  the  bill? 

Mr.  Elbert.  Yes. 

Senator  Couzens.  And  you  said  at  the  beginning  of  your  statement 
that  this  biU  was  in  the  interest  of  big  business.  Was  it  because  of 
the  language  at  page  46  that  you  said  that  it  was  in  the  interest  of  big 
business? 

Mr.  Elbert.  No,  sir.  Senator,  if  I  am  permitted,  I  will  explain 
that.  I  will  tell  you  what  reserve  accounts  are  and  what  guaranteed 
employment  is  and  I  am  against  them  because  they  favor  concerns 
that  are  wealthy  and  strong.  I  am  talking  against  my  own  interest 
to  a  certain  extent  in  making  that  statement. 

Senator  Couzens.  Are  you  in  big  business? 

Mr.  Elbert.  I  am  retired  now;  I  am  not  in  any  business,  and  I  am 
not  connected  with  any  business. 

Senator  Couzens.  Why  did  you  say  it  was  against  your  own 
interest? 

Mr.  Elbert.  Because  I  have  money  invested  in  some  big  concerns. 
I  own  stock  and  things  like  that. 

Senator  Couzens.  But  you  do  not  run  these  big  businesses? 

Mr.  Elbert.  I  have  nothing  to  do  with  any  of  them.  I  am  devot- 
ing most  of  my  time  and  thought  to  social  service. 

Now,  if  I  may  continue,  payments  made  from  these  fenced-in 
reserves  will  cover  only  unemployment  insurance  compensation  to  the 
workers  in  that  particular  industry  or  group,  the  reserve  account  may 
be  set  aside  to  the  credit  of  one  employer  only.  The  employers  in- 
cluded in  these  groups  have  no  liability  except  to  their  own  employees. 
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The  intent  of  this  provision  is  apparently  to  allow  employers  in  these 
groups  to  reduce  their  percentage  contributions  after  a  certain  reserve 
has  been  set  up  to  their  individual  credits. 

In  England  this  practice  is  known  as  "contracting  out."  It  was 
tried  years  ago  over  there,  before  the  British  had  gamed  much  experi- 
ence in  unemployment  insurance.  The  disastrous  effects  were  so 
obvious  that  the  " con trac ting-out "  law  was  quickly  repealed,  but 
not  before  the  insurance  and  banking  industries  had  set  up  their  own 
systems.  All  contributions  in  England  today,  with  the  exception  of 
those  made  by  banks  and  insurance  companies,  are  paid  into  a  single 
national  pooled  reserve. 

The  "guaranteed  employment"  provision,  as  the  committee 
knows,  is  a  device  by  which  employers  who  guarantee  their  employees 
full  wages  for  42  weeks  a  year  are  enabled  to  escape  from  the  necessity 
of  contributing  to  the  general  state  or  national  fund. 

Both  of  these  devices  are  bad. 

Senator  Connally.  Do  you  mean  by  that  that  they  are  exempted 
away  from  the  general  provisions  in  the  bill  and  are  permitted  to 
segregate  themselves  off? 

Mr.  Elbert.  Yes,  sir. 

Senator  Connally.  Why  should  that  be? 

Mr.  Elbert.  They  should  not  be.  That  is  the  surest  way  to  kill 
unemployment  insurance  and  make  it  a  failure,  and  if  I  may  read,  I 
will  tell  you  why. 

Senator  Black.  That  is  the  distinguishing  characteristic  of  the 
Wisconsin  plan  that  you  have  just  condemned. 

Mr.  Elbert.  Wliich  I  do  not  like. 

Senator  Black.  Which  you  do  not  like. 

Mr.  Elbert.  I  do  not  think  it  is  practical. 

Senator  Black.  In  other  words,  it  permits  business  groups  to  have 
insurance  pools  of  their  own  instead  of  having  them  all  pooled  to- 
gether? 

Mr.  Elbert.  That  is  it,  and  that  is  the  only  way,  a  pooling  to- 
gether, in  which  you  will  ever  make  unernployment  insurance  work. 

Senator  King.  May  I  ask  you  a  question? 

Mr.  Elbert.  Yes,  sir. 

Senator  King.  The  Wisconsin  plan  seems  to  recognize  that  a  big 
concern  that  conducts  its  business  in  a  prudent  way  and  initiates  all 
of  the  improvements,  the  technological  developments  possible  for  the 
purpose  of  making  life  safer  and  preventing  casulaties,  ought  to  have 
some  consideration  and  ought  to  have  some  marks  of  credit,  and  as 
those  marks  of  credit  increase,  obviously  it  would  mean  that  their 
casualties  and  unemployment  are  less  and  therefore  there  ought  to  be 
a  lesser  tax  levied  upon  them. 

Mr.  Elbert.  Yes,  sir;  that  is  the  principle. 

Senator  King.  You  do  not  approve  of  that.  Take  two  employers, 
for  instance.  One  is  rather  careless  and  indifferent  to  the  technologi- 
cal developments  and  to  those  tilings  that  would  increase  the  output 
and  make  a  better  situation  for  liis  employees;  and  the  other  is  very 
scrupulous  in  that  regard,  meticulous  in  watcliingall  improvements  and 
watching  the  market  so  that  his  product  would  not  be  unsold  and  so 
that  there  would  be  a  larger  employment  for  his  employees,  don't 
you  think  that  he  ought  to  have  some  credit  for  those  efforts  which 
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he  makes  to  stabilize  employment  and  maintain  a  uniform  employ- 
ment? 

Mr.  Elbert.  In  my  opinion,  the  state  of  affairs  which  you  have 
outlined  has  nothing  at  all  to  do  with  unemployment  insurance. 
We  are  mixing  two  ideas  which  do  not  belong  together.  Inefficiency 
in  industry  is  deplorable,  but  we  should  not  try  to  correct  it  through 
the  insurance  system.    There  is  a  different  approach  to  that  problem. 

Senator  King.  Would  you  favor  a  plan  that  would  crush  the  plans 
of  about  400  organizations  that  have  enacted  such  plans? 

Mr.  Elbert.  I  am  going  to  cov^er  that  in  just  a  minute. 

Senator  King.  Companies  like  the  Eastman  Kodak  Co.?  Would 
you  destroy  those  plans? 

Mr.  Elbert.  The  Rochester  plan,  on  the  whole,  has  been  a  failure, 
though  I  have  no  doubt  that  strong  concerns,  like  the  Eastman  Kokak, 
are  capable  of  maintaining  their  own  insurance  systems,  but  I  do  not 
consider  these  separate  systems  desirable  from  a  social  standpoint. 
Nearly  all  of  these  plans  are  failures.  I  cover  those  things.  Senator. 
I  have  tried  to  anticipate  and  figure  out  what  you  would  want  to  know 
and  if  I  am  privileged  to  go  on,  I  think  I  will  save  your  time. 

As  I  said,  both  of  these  devices  are  thoroughly  vicious. 

They  are  the  conceptions  of  "  big  business  ",  and  have  been  smuggled 
into  this  bill,  under  one  guise  or  another,  by  those  who  are  opposed  to 
its  primary  purpose  and  plan  to  make  an  abortive  thing  of  it,  to  cripple 
it  to  such  a  degree  as  to  render  it  ineffective.  They  favor  "big  busi- 
ness" and  the  "big  farmer."  I  do  not  say  this  in  the  sense  that  I 
am  especially  opposed  to  big  business  because  if  I  were  I  would  be 
against  my  own  Government.  Most  big  businesses  we  must  remember 
are  owned  by  small  stockholders  with  an  average  of  about  10  shares 
each.  Proper  legislation  should  be  enacted  to  protect  the  worker 
and  conserve  his  funds. 

Under  the  "reserve  account"  provision  of  this  proposed  bill — -if  and 
when  enacted  into  a  law — the  big  business  groups  and  the  big  farming 
groups  would  set  up  their  own  insurance  funds  at  once. 

Other  employers  whose  personnel  is  composed  chiefly  of  technicians 
and  skilled  workers,  in  occupations  where  the  stability  and  continuity 
of  employment  are  on  a  liigh  level,  would  put  themselves  under  the 
"guaranteed  employment"  provision. 

These  segregations  would  be  unjust  in  many  ways.  In  the  first 
place  they  would  be  unfair  to  other  employers  who  are  carrying  on 
their  enterprises  under  conditions  which  forbid  the  creation  of  special 
reserve  accounts,  and  who  cannot  guarantee — because  of  the  nature  of 
their  industries — employment  to  anybody  for  a  stretch  of  42  weeks. 
In  short,  it  would  serve  to  give  a  distinct  advantage  to  large  concerns 
and  semimonopolies  over  their  smaller  competitors.  How  would 
that  come  about?  The  answer  is  that  with  carefully  selected  person- 
nel and  highly  skilled  labor,  employed  by  strongly  entrenched  com- 
panies, the  employment  shifts  would  be  slight,  and  the  cost  of  carrying 
on  this  group  insurance  might  very  well  drop  down  to  a  minimum  of 
1  percent  of  the  pay  roll. 

But  over  the  vast  extent  of  American  industry  the  unselected 
personnel  must  be  taken  care  of.  Unemployment  insurance,  as  I 
conceive  it,  is  not  intended  only  to  cover  trusted  office  clerks  and 
skilled  electricians  and  linotype  operators,  and  other  similar  classes. 
To  do  what  we  expect  it  to  do  it  should  include,  on  an  equal  basis,  the 
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whole  rank  and  file  of  American  workers.  It  cannot  be  done  on  an 
equal  basis  if  you  permit  thousands  of  tight,  closed-in  insurance 
systems  and  employment  guaranties  to  carry  on  at  the  same  time. 
The  result  would  be  a  patchwork  system  under  which  the  percentage 
rate  of  contributions  would  eventually  have  to  be  raised  on  behalf  of 
those  who  belong  to  the  general  mass  of  workers — and  there  you 
would  have  an  additional  discrimination  against  the  small  employer. 

Senator  Connally.  Is  it  not  the  whole  theory  of  this  legislation 
that  those  who  continue  in  their  employment  regularly  should  con- 
tribute something  to  take  care  of  the  casuals? 

Mr.  Elbert.  Absolutely;  it  will  never  work  otherwise. 

Senator  Connally.  Is  not  that  the  theory? 

Mr.  Elbert.  Yes,  sir;  but  this  bill  does  not  work  it  out. 

Senator  Connally.  That  is  the  theory,  that  the  efficient  ones  who 
have  continuous  employment  will  contribute  to  some  whose  employ- 
ment is  not  so  favorable? 

Mr.  Elbert.  Yes,  sir. 

Senator  Connally.  The  big  company  is  going  to  have  its  efficient 
men  and  they  will  never  be  discharged  until  they  get  too  old. 

Mr.  Elbert.  That  is  right. 

Senator  Connally.  Unless  you  make  both  the  efficient  industries 
and  the  efficient  workers  contribute  to  take  care  of  the  casuals,  and 
the  inefficients,  who  are  going  to  be  the  first  to  lose  their  jobs,  you  are 
not  going  to  accomplish  anything. 

Mr.  Elbert.  You  have  hit  it  right  on  the  head,  Senator. 

Senator  Connally.  I  am  enjoying  j^our  discussion.  Therefore, 
if  you  permit  these  big  efficient  corporations,  like  the  Standard  Oil 
and  the  International  Harvester  to  segregate  themselves  off  into 
watertight  compartments  and  run  their  own  system,  you  are  going  to 
destroy  the  whole  basis  of  this  legislation. 

Mr.  Elbert.  I  think  so;  yes,  sir.  Unemployment  insurance  will 
never  work  that  way. 

Senator  Connally.  I  agree  with  you  thoroughly. 

Mr.  Elbert.  Thank  you,  sir. 

Senator  King.  Do  you  not  have  efficiency  in  some  of  the  smaller 
enterprises? 

Mr.  Elbert.  Yes,  sir. 

Senator  King.  It  has  been  said  that  there  is  a  point  at  which  big 
industry  will  suffer  in  economies  and  in  cost  of  production  in  com- 
parison to  the  cost  of  small  plants  and  institutions  which  are  as 
efficiently  managed.  There  is  a  point  where  the  law  of  diminishing 
returns  becomes  applicable. 

Mr.  Elbert.  There  is  no  doubt  about  that. 

Senator  King.  I  know  of  many  small  mines  that  are  operated  much 
more  economically  and  efficiently  and  more  satisfactorily  to  the 
employees  than  the  large  mines,  and  the  same  with  some  small  busi- 
nesses in  contradistinction  to  large  business  enterprises. 

Mr.  Elbert.  That  is  true. 

Senator  King.  So  that  I  think  you  postulate  or  assume  that  big 
business  is  necessarily  more  efficient  than  the  small  business,  and  I 
do  not  think  that  is  true. 

Mr.  Elbert.  They  usually  have  greater  resources.  There  are 
probably  some  four  or  five  hundred  that  have  built  up  enormous  sur- 
pluses of  money  and  insurance.     What  would  they  do?     Immediately 
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they  would  go  in  here  and  guarantee  the  42  weeks  and  put  up  the 
necessary  money  to  do  that.  In  doing  that,  they  are  exempt  from 
the  3-percent  excise  tax  as  the  bill  reads.  Then  what  else  will  they 
do?  What  do  they  do  when  they  set  up  that  money  necessary  to  do 
that?  They  will  take  the  money  to  be  used  for  distributing  divi- 
dends, and  reducing  the  income  tax.  So  they  are  beating  the  Gov- 
ernment two  ways.  I  have  to  pay  somewhere  around  56  percent  to 
the  Federal  Government  besides  State  taxes  on  my  income.  If  that 
money  is  set  aside  and  built  up  as  a  reserve,  it  saves  me  56  percent 
from  the  Federal  Government  on  income  tax,  whereas  if  it  is  paid  to 
me  in  dividends,  I  am  out  that  much  and  have  to  pay  it  on  income 
tax.     It  is  a  bad  thing,  and  that  is  my  objection  to  it. 

May  I  continue?  ..: 

The  Chairman.  Yes,  proceed. 

Mr.  Elbert.  There  are  two  underlying  purposes  behind  these 
proposals.  One  of  them  is  to  arrange  things  so  that  big  business — 
both  in  industry  and  agriculture^ — can  eventually  reduce  the  per- 
centage cost  of  their  contributions  to  a  level  below  what  the  common 
welfare  would  require.  The  other  purpose  is  to  enable  big  business 
and  the  big  farmer  to  tighten  their  hold  on  labor.  The  dictatorial 
power  over  its  own  employees  would  certainly  be  increased  in  the 
■case  of  any  concern  that  has  a  stranglehold- — disguised  but  real — on 
the  unemployment  fund  which  is  designed  to  protect  its  own  people. 

In  considering  this  matter  I  think  it  might  be  well  to  keep  in  mind 
that  employers  may  set  up  their  own  employment-insurance  systems 
right  now,  without  the  enactment  of  any  law — and  some  have  already 
done  it.  Moreover,  any  employer  may  guarantee  employment  if  he 
is  moved  to  do  so,  and  some  have  already  done  that,  too.  You  do  not 
need  a  bill  for  such  things.  The  purpose  of  an  act  of  Congress  in  this 
field  should  be  to  get  rid  of  these  private  ventures  by  making  them 
unnecessary. 

In  the  event  the  bill  is  passed  with  the  provisions  that  I  have  just 
been  discussing  still  included  in  it  I  have  no  hesitation  in  predicting 
that  its  effectiveness  as  a  measure  of  social  welfare  will  be  reduced 
by  at  least  75  percent.  Moreover,  when  it  becomes  a  law  it  will  be 
a  sign  to  all  men,  as  plain  as  a  newspaper  headline,  that  "big  business " 
has  captured  the  strategic  points  of  the  unemployment-insurance 
system  and  that  it  will  be  conducted  as  an  adjunct  or  subsidiary  of 
the  large  corporations  instead  of  fulfilling  its  proper  function  as  a 
broad  measure  of  social  welfare  in  wliich  all  workers  may  be  included 
on  terms  of  equality. 

Going  further,  there  is  another  feature  of  the  bill  that  I  look  upon 
xis  a  serious  defect.  It  is  provided  that  contributions  amounting  to  3 
percent  of  the  pay  roll  shall  be  paid  by  employers.  Nothing  is  said  in 
the  text  about  contributions  from  insured  workers,  though  by  impli- 
cation it  is  assumed  that  any  State  may  enact  a  law  which  will  require 
such  contributions.  In  the  general  hodge-podge  of  varying  State 
laws  which  will  result  from  this  bill,  if  passed  in  its  present  form,  there 
is  every  possibility  that  some  States  will  require  worker  contributions, 
and  there  is  an  equal  probability  that  other  States  will  not  require 
them.  I  am  strongly  in  favor  of  uniformity  in  this  matter.  The 
insured  worker  should  contribute  something  to  the  insurance  system 
from  which  he  will  benefit.  The  so-called  "gift  system",  under 
which  the  worker  pays  nothing,  but  receives  all  the  benefits,  has  never 
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worked  anywhere,  and  it  is  not  in  use  in  England  or  in  any  other  Euro- 
pean country,  so  far  as  I  know. 

The  gift  system  will  lead  to  fraud,  wliich  should  not  be  surprising 
when  one  considers  that  those  insured  under  it  will  have  none  of  their 
own  funds  in  it.  As  a  universal  grab  bag  it  will  furnish  a  distressing 
spectacle  for  a  few  years  and  a  fertile  field  for  congressional  investi- 
gations. After  that  is  over  it  will  probably  be  thrown  on  the  junk 
pile  and  some  other  system  more  closely  in  accord  with  practical 
sense  will  be  adopted. 

Senator  King.  I  assume  that  your  investigations  showed  that 
nearly  all  countries  where  they  have  successful  unemployment 
insurance  laws,  if  there  is  any  country  that  does  have  it,  the  employee 
makes  contribution? 

Mr.  Elbert.  Every  country,  and  Sweden  has  gone  so  far  as  not  to 
allow  anybody  to  contribute  except  the  employee.  It  is  human 
nature  that  when  an  employer  figures  that  he  can  get  more  out  of 
his  product  because  they  have  placed  a  tax  on  his  pay  roll,  the 
industry  will  immediately  take  that  money  and  turn  it  right  around 
as  though  it  were  a  sales  tax  and  absorb  it  in  its  overhead,  whereas 
if  you  make  it  smaller  for  them,  they  are  apt  to  absorb  the  cost 
instead  of  putting  it  on  the  article.  The  higher  we  get  our  costs  of 
production,  the  worse  off  we  are  as  far  as  competition  and  reduced 
buying  are  concerned.  If  we  could  get  Ford  cars  on  an  average  from 
the  $600  they  are  now  down  to  $300,  there  would  be  many  times 
more  of  them  sold  and  many  times  as  many  more  people  employed. 
Whereas  if  you  tax  Ford,  we  will  say,  or  any  concern — I  am  merely 
using  that  as  a  name — and  get  the  price  up  to  $1,000,  where  they  had 
been  absorbing  these  things,  there  would  probably  be  one-third  of 
them  used.  It  just  works  that  way  economically.  What  we  want 
to  do  and  what  I  am  interested  in  is  trying  to  get  more  people 
employed.     That  is  all  I  am  interested  in. 

The  unemployment  insurance  system  should  be  a  mutual  concern, 
the  worker  contributing  half  and  the  employer  half  of  its  funds. 
The  worker  ought  to  be  willing  to  do  this  as  a  matter  of  personal 
self-respect.  It  will  give  him  a  stake  in  the  system;  he  will  be 
part  owner  of  all  its  funds,  and  he  will  endeavor  to  protect  them 
against  unjust  claims.  Labor  should  be  adequately  represented  on 
all  insurance  administrative  boards  from  the  highest  to  the  lowest. 

In  my  book  I  suggested  that  the  worker  and  his  employer  each  con- 
tribute 2  percent,  or  4  percent  in  all.  Two  percent  of  the  worker's 
wage  is  equivalent  to  1  week's  earnings  in  the  course  of  a  year,  and 
the  employer's  contribution  of  2  percent  would  mean  only  1  week's 
addition  to  his  pay  roll. 

Surely  any  concern  can  afford  to  set  aside  a  week's  pay  roll,  and  any 
employee  ought  to  be  willing,  I  should  say,  to  protect  himself  in  time 
of  adversity,  to  set  aside  1  week's  pay  out  of  a  year. 

Senator  Couzens.  What  have  you  to  say  with  respect  to  the  ability 
of  the  employer  passing  it  on  to  consumption  while  the  employee  is 
unable  to  do  that? 

Mr.  Elbert.  That  is  a  danger.  Senator,  that  will  be  done  by  busi- 
ness if  it  gets  too  high.     That  is  why  I  would  like  to  keep  it  down  low. 

Senator  Couzens.  Whether  it  is  high  or  whether  it  is  low,  the 
employer  can  pass  it  on  in  his  costs. 

Mr.  Elbert.  A  great  many  will  do  that. 
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Senator  Couzens.  But  the  employee  cannot. 

Mr.  Elbert.  No,  sir;  the  employee  cannot.  It  is  unfair,  but  I 
do  not  know  any  way  that  the  employee  can  pass  it  on. 

Senator  Couzens.  Is  not  that  an  obstacle  to  your  conclusion? 

Mr.  Elbert.  Well,  it  is  a  fact,  and  it  is  a  situation.  I  do  not  see 
that  it  improves  matters  not  to  allow  the  employee  to  contribute  at 
all,  because  then  he  wont  feel  that  he  has  any  interest  in  it,  and 
everywhere  it  has  been  tried  it  has  failed. 

Senator  King.  And  you  think  the  advantages  to  be  derived  over- 
balance the  disadvantages? 

Mr.  Elbert.  I  think  it  is  so  much  better  for  the  employee's  sake 
because  if  he  is  contributing  money  himself  he  will  be  alert  to  see  that 
no  one  takes  any  part  of  it  wrongfully.  Another  thing,  the  2  percent 
from  the  employer  amounts  to  a  2-percent  raise  to  him  really;  it  is 
really  an  increase  in  his  pay.  Suppose  he  does  put  it  on  and  he  has  to 
absorb  it,  he  has  got  it,  isn't  that  so? 

Senator  King.  If  he  does  what? 

Mr.  Elbert.  Suppose  the  employer  does  add  that  to  the  cost  of 
production,  he  is  giving  it  to  the  fund  for  the  benefit  of  the  em- 
ployee, and  theoretically  sometime  that  employee  will  get  out  of  a 
job  and  use  it.  That  2  percent  is;  tantamount  really  to  an  increase 
or  a  spread  in  the  wages  for  the  benefit  of  the  employee. 

Senator  King.  Yes;  but  it  is  not  costing  the  employer  anything, 
because  he  is  taking  it  out  of  his  buyers. 

Mr.  Elbert.  Yes,  sir;  it  does  cost  him  something. 

Senator  King.  How? 

Mr.  Elbert.  Through  the  cost  of  his  material  and  all  that.  People 
that  are  in  competition — every  industrialist  wants  to  fight  to  keep  his 
costs  down,  and  he  will  be  forced  to  absorb  a  great  deal  of  that. 

Senator  King.  You  have  spoken  of  competition.  Is  there  any 
competition  under  N.  R.  A.? 

Mr.  Elbert.  Yes,  sir;  I  think  so. 

Senator  King.  You  think  there  is? 

Mr.  Elbert.  Yes,  sir. 

Senator  Black.  In  your  book,  although  you  do  advocate  employee 
contribution,  you  call  attention  to  the  number  of  millions  of  American 
workmen  who  make  so  little  now  that  you  would  simply  be  taking^ 
away  a  part  of  an  income  which  is  altogether  inadequate  to  support 
them.  I  think  you  have  a  chapter  devoted  to  the  maldistribution 
of  income? 

Mr.  Elbert.  Yes,  sir. 

Senator  Black.  Calling  attention  to  the  number  of  millions  who 
do  not  make  enough  to  contribute  anything,  and  that  you  would 
simply  be  shifting  that  purchasing  power  to  somebody  else. 

Mr.  Elbert.  No;  not  necessarily.  I  think.  Senator,  unemploy- 
ment insurance  really  amounts  to  a  spread  in  wages;  that  is  about  alL 
It  amounts  to  a  reserve  fund  and  a  spread  in  wages. 

Senator  Black.  You  do  have  the  figures  in  your  book,  do  you  not, 
of  the  millions  who  are  receiving  inadequate  incomes  now  to  live?" 
You  call  attention  to  that  as  I  recall,  very  forcibly. 

Mr.  Elbert.  Yes. 

Senator  Black.  And  insofar  as  that  group  is  concerned,  it  would 
still  more  greatly  reduce  the  inadequate  income  which  they  now  have. 

Mr.  Elbert.  It  reduces  it  to  the  amount  of  1  week's  pay  in  1  year. 
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Senator  Black.  And  to  those  who  are  drawing  under  $500  a  year, 
that  is  a  tremendous  sum,  isn't  it? 

Mr.  Elbert.  Yes,  sir;  I  would  say  so. 

Senator  Connally.  But  that  is  the  very  class  that  would  benefit 
mostly?     The  class  that  Senator  Black  mentioned? 

Mr.  Elbert.  Yes,  sir;  that  is  the  very  class,  but  the  insurance 
system  can  do  nothing  about  it.  In  many  industries  wages  should 
be  higher;  in  some  they  are  too  high.  There  should  be  a  remedy  for 
that,  and  I  believe  there  is,  but  it  has  nothing  to  do  with  unemploy- 
ment insurance  any  more  than  it  has  to  do  with  life  insurance. 

Senator  Connally.  The  casual  workers  and  the  lowest-paid 
workers  would  get  the  most  benefit  out  of  this  law? 

Mr.  Elbert.  Yes. 

Senator  Connally.  And  it  will  be  an  incentive  for  them  to  keep  the 
system  working  properly,  to  keep  the  chiselers  from  attempting  to  get 
something  that  they  were  not  entitled  to? 

Mr.  Elbert.  Yes,  sir;  you  are  quite  right. 

Senator  Couzens.  What  would  you  say  to  an  excess-profits  tax  as 
a  fund  to  take  care  of  this  job? 

Mr.  Elbert.  I  do  not  think  that  would  work  out,  personally. 

Senator  Couzens.  You  do  not  think  it  would? 

Mr.  Elbert.  It  would  complicate  things.  We  have  got  a  similar 
tax  to  that.  We  have  State  franchise  tax,  a  Federal  corporation  tax, 
capital-stock  tax,  and  Federal  income  tax  on  undistributed  income, 
excess-profits  tax 

Senator  Black  (interposing).  We  have  no  excess-profits  tax.  We 
had  it  during  the  war  and  shortly  thereafter,  but  not  now. 

Senator  King.  You  have  a  corporate  tax,  and  we  have  increased 
the  taxes  upon  corporations. 

Senator  Connally.  There  is  a  dividend  tax. 

Senator  King.  Then  we  have  an  income  tax. 

Mr.  Elbert.  I  got  my  figures  from  a  chartered  accountant  on  the 
taxes  of  a  firm,  and  I  would  like  to  look  that  up.  That  is  from  the 
taxes  of  some  200,000  manufacturers,  which  they  have  to  pay,  and 
there  is  excess-profits  tax  there,  according  to  what  they  tell  me. 

Senator  Couzens.  I  think  you  will  have  to  check  that  up.  Since 
we  have  the  capital  stock  tax,  I  think  the  enforcement  of  an  excess- 
profits  tax  would  not  be  difficult. 

Mr.  Elbert.  Senator,  I  feel  that  contributions  from  employer 
and  employee  is  the  soundest  way  to  work  it,  because  that  is  based  on 
the  soundest  practical  experience  of  other  nations.  England  has  had 
about  25  years  of  experience,  and  I  think  of  all  of  the  other  systems, 
it  would  come  nearest  to  fitting  in,  because  we  are  all  Anglo-Saxon 
and  it  works  better  than  anything  I  have  ever  seen. 

Senator  Black.  The  State  contributions;  if  levied,  would  come 
from  high  incomes  and  from  profits  largely,  would  they  not? 

Mr.  Elbert.  In  England  the  employee  pays  one-tliird,  the  State 
pays  one-third,  and  the  employer  one-third. 

Senator  Black.  So  that  if  we  follow  the  English  system,  we  would 
have  to  have  a  contribution  out  of  the  United  States  Treasury? 

Mr.  Elbert.  I  will  come  to  that. 

Senator  King.  You  do  not  forget  the  fact  when  you  speak  of  the 
employers  that  more  than  half  of  the  employers  of  the  United  States 
pay  no  taxes  at  all,  because  they  are  in  the  red. 
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Mr.  Elbert.  That  is  true. 

Senator  King.  And  a  good  many  of  them  have  been  wiped  out. 

Mr.  Elbert.  And  I  think,  Senator,  if  you  owned  100  shares  of 
stock  of  every  corporation  in  the  United  States,  your  income  would 
be  about  one-half  of  1  percent,  if  that. 

Senator  Black.  A  great  many  of  those  that  show  up  to  be  in  the 
red  have  been  demonstrated  by  investigations  to  be  in  the  red  because 
of  the  payment  of  excess  bonuses  and  excessive  salaries,  watered 
stock,  and  draining  the  companies  through  subsidiaries  and  associates 
and  affiliates. 

Mr.  Elbert.  I  agree  with  you  absolutely.  I  think  it  is  a  bad 
practice  and  ought  to  be  stopped. 

Now,  continuing,  it  seems  to  me  that  anj^one  on  a  wage  or  a  salary, 
and  subject  to  the  disastrous  consequences  of  unemployment,  ought 
to  be  willing  and  eager  to  contribute  2  percent  of  his  earnings  to  insure 
his  own  welfare,  particularly  in  view  of  the  fact  that  his  employer  is 
contributing  an  equivalent  amount. 

Under  the  Elbert  plan,  the  compensation,  or  benefits,  in  case  of 
unemployment  are  considerably  larger  than  the  benefits  proposed  by 
the  President's  Committee  on  Economic  Security.  For  example, 
under  the  plan  that  I  worked  out,  with  a  rigid  regard  for  actual  con- 
ditions, so  far  as  they  could  be  ascertained,  the  combined  4-percent 
contribution  would  pay  benefits  for  26  weeks,  in  amounts  ranging  from 
35  to  55  percent  of  the  jobless  worker's  former  wages.  The  variation 
in  benefit  percentages  depends  on  whether  the  beneficiary  does  or  does 
not  have  dependents.  I  am  convinced  that  a  4-percent  contribution 
would  take  care  of  all  unemployment  in  normal  times  and  in  minor 
depressions. 

I  do  not  believe  the  proposed  3-percent  contribution  is  adequate, 
in  any  event,  and  from  the  text  of  the  bill  it  is  to  be  further  reduced 
in  effectiveness  by  a  deduction  of  10  percent  of  the  amount  to  cover 
the  cost  of  administration.  The  cost  of  administration  should  be  on 
the  Government — that  would  be  the  Government's  sole  contribution 
to  the  insurance  system. 

I  am  of  the  opinion  that  it  would  help  greatly  in  getting  the  system 
started  off  on  the  right  foot  if  this  present  measure  were  amended  so 
as  to  include  a  model  bill — a  standardized  act — which  the  States 
would  be  required  to  pass  before  being  entitled  to  a  share  in  the 
excise-tax  fund.  In  suggesting  this  I  am  assuming  that  a  national 
law  is  not  possible,  and  that  we  must  have  48  State  laws  and  State 
administrations,  whether  we  like  it  or  not,  assuming  also  that  such  a 
model  bill  can  be  incorporated  constitutionally  in  a  taxation  measure. 

In  the  model  State  bill  I  would  include  a  provision  that  the  States 
require  insured  workers  to  contribute  2  percent  of  their  wages  and 
salaries,  and  in  the  present  Federal  bill  which  is  now  being  considered 
the  employer's  excise  tax  would  be  correspondingly  reduced  to  2 
percent.  The  result  of  this  would  be  to  make  the  body  of  insured 
workers  owners  of  the  system  to  the  extent  of  50  percent. 

The  proposed  method  of  collecting  the  employer's  excise  tax  ia 
open  to  objections.  The  bill  provides  a  plan  of  collection  identical 
with  the  prevailing  method  of  income-tax  collection.  It  would  be 
much  more  efficient,  and  much  less  clumsy,  to  settle  this  tax  weekly — 
or  montlily,  if  wages  are  on  a  monthly  basis — by  using  stamp  books. 
Under  this  method  every  insured  worker  is  provided  with  a  small  book 


834 


ECONOMIC    SECURITY    ACT 


which  he  carries  in  his  pocket.  It  contains  his  name,  address,  occu- 
pation, name  of  employer,  and  amount  of  wages  or  salary.  There  are 
blanlv  spaces,  numbered  and  dated  by  weeks.  On  pay  day  the  worker 
presents  his  book  to  the  paymaster,  and  the  paymaster  pastes  in  a 
stamp  representing  the  correct  percentage  of  the  man's  wages. 
These  stamps,  used  for  this  purpose  only,  would  be  on  sale  at  every 
post  office.  The  insured  worker  carries  with  him  the  evidence  of  his 
insurance  protection;  the  stamp  book  is  the  equivalent  of  an  insurance 
policy. 

Under  this  plan  the  worker  is  not  tied  down  to  any  one  job  or 
place.  On  taking  a  new  job  he  presents  his  book  on  pay  day,  and 
his  new  employer  pastes  in  the  stamps. 

Suppose,  under  the  method  of  annual  collection,  the  employer 
fails  in  business — say  in  December.  He  goes  bankrupt,  he  is  unable 
to  pay  any  taxes.  What  happens  then  to  his  insured  employees? 
Are  they  insured  or  not?  Evidently  not,  as  nothing  has  been  paid 
in  on  their  behalf  for  a  year,  and  their  employer  has  gone  broke.  It 
would  appear  that  their  policies  had  lapsed. 

And  take  the  case  of  a  contractor  who  is  digging  a  sewer.  He  em- 
ploys 25  men — all  casual  laborers.  The  work  on  the  sewer  is  done  in 
3  months;  the  gang  is  discharged,  and  the  men  scatter.  Wliat  evi- 
dence have  they  that  they  are  insured  at  all?  To  say  nothing  of  the 
infinite  number  of  disputes  and  errors  that  will  arise  when  that  con- 
tractor makes  out  liis  pay-roll  tax  return.  Under  the  stamp-book 
method  these  difficulties  woi^dd  not  appear. 

Public  employment  offices  are  an  absolutely  necessary  feature  of 
any  workable  plan  for  unemployment  insurance.  They  are  so  im- 
portant, indeed,  that  I  would  put  them  at  the  head  of  the  list  of  all 
the  administrative  paraphernalia  of  the  system.  You  cannot  get 
along  without  them.  They  keep  track  of  insured  workers;  they  pay 
out  benefits  to  the  unemployed;  they  look  out  for  new  jobs  for  those 
who  need  them;  and,  being  on  the  spot,  they  will  be  efficient  agencies 
for  detecting  frauds. 

In  my  book  on  unemployment  insurance  I  suggested  that  agricul- 
tural laborers,  and  domestic  servants  and  Government  employees  be 
left  out  of  the  system  for  the  time  being — at  the  beginning,  at  any 
rate — and  that  the  insurance  coverage  be  limited  to  establishments 
employing  three  or  more  people.  The  proposed  bill  puts  the  limit  at 
establishments  employing  four  or  more  people. 

The  insurance  should  cover  everyone  engaged  in  manufacturing, 
mining,  mercantile,  and  office  work,  transportation,  communications, 
and  so  on,  regardless  of  the  number  of  employees.  Otherwise,  it 
amounts  to  discrimination  against  the  employee  of  small  concerns. 

Senator  Walsh.  Would  you  include  barbers,  for  instance? 

Mr.  Elbert.  Yes,  sir. 

Senator  Walsh.  And  people  working  in  small  laundries? 

Mr.  Elbert.  Yes,  sir. 

Senator  Walsh.  Bakers? 

Mr.  Elbert.  Anybody  that  employs  one  person  or  more,  excepting 
domestic  servants  and  farmers.  Except  Government  employees  and 
State  employees;  I  would  like  to  see  them  excluded. 

Senator  Connally.  I  thought  you  proposed  three,  and  now  you 
say  one. 
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Mr.  Elbert.  I  have  changed  my  mind  since  I  made  my  study  in 
England,  and  also  there  was  much  consideration  and  study  given  to 
it  by  a  great  number  of  people  very  familiar  with  the  subject,  and  they 
say  it  is  a  mistake  because  they  are  discriminating  against  the  little 
fellow.  Sir  William  Beveridge  brought  that  out.  In  the  English 
system,  if  you  hire  anyone  who  is  not  a  domestic  servant,  you  pay  the 
tax,  and  he  has  the  record  in  the  stamp  oook. 

Senator  Walsh.  Are  not  domestic  servants  included  in  the  German 
plan? 

Mr.  Elbert.  I  think  they  are,  but  there  are  very  few  domestic 
servants  in  Germany.  They  are  included;  I  am  reasonably  sure  they 
are. 

Senator  Black.  With  reference  to  your  corresj)ondence  in  England, 
I  read  somewhere  that  there  is  an  amendment  offered  at  the  present 
time  or  in  process  of  preparation  to  include  agricultural  workers  and 
domestic  employees? 

Mr.  Elbert.  Yes,  sir;  I  had  a  long  talk  with  Sir  William  Beveridge 
about  it..  I  think  he  is  the  greatest  living  expert  in  the  world  on  it. 
He  is  a  director  of  the  School  of  Economics  of  London.  He  invited 
me  to  lunch  with  him,  and  we  spent  a  whole  afternoon  talking  about  it. 
He  said: 

If  I  could  only  devise  some  way  that  could  work  out  practically;  I  am  working 
on  that,  to  try  to  include  agricultural  workers. 

Senator  Black.  Hasn't  there  been  a  report  made  by  a  commission 
on  that  subject? 

Mr.  Elbert.  I  do  not  think  that  report  has  come  out  yet.  I  have 
not  seen  it,  and  he  usually  sends  me  data  of  that  nature. 

Senator  King.  In  a  small  compact  country,  with  the  population 
congested  such  as  it  is  in  Great  Britain,  there  would  be  fewer  diffi- 
culties administratively  than  you  would  encounter  in  a  country  so 
broad  as  ours? 

Mr.  Elbert.  That  is  true.  If  farm  hands  and  domestic  servants 
are  included  it  will  lead  to  a  terrific  question  of  administration;  it 
will  ruin  you.  I  think  farm  hands  and  domestic  servants  should  be 
left  out  for  the  present;  and,  of  course,  all  Government  employees. 

In  the  discussions  that  I  have  had  with  business  men  and  indus- 
trialists on  the  subject  of  unemployment  insurance,  one  question 
always  comes  up,  and  that  is.  What  will  you  do  with  this  very  large 

Gentlemen,  may  I  say  here  that  when  I  talk  to  the  Englishmen  they 
all  say,  "You  are  not  going  to  have  big  reserves  in  this  thing."  But 
I  do  not  agree  with  them.  I  believe  that  the  combined  reserves  will 
eventually  amount  to  a  billion  dollars  or  more.  The  British  tliink 
we  will  never  reach  that  amount  because  they  say  it  will  always  be 
squandered  by  legislation  giving  increased  benefits. 

If  you  use  the  money  to  buy  bonds  or  other  securities  it  will  cause 
their  prices  to  rise  above  their  natural  market  value;  and  when  the 
time  comes  to  sell  them  they  will  be  thrown  on  the  market  in  a  time 
of  depression,  and  accelerate  the  downward  course  of  prices.  If  the 
money  is  merely  deposited  in  banks  it  will  serve  to  increase  credit 
expansion  in  boom  times  when  expansion  is  not  needed,  and  it  will 
be  drawn  out  in  times  of  depression  when  its  withdrawal  will  be  a  fur- 
ther depressing  influence  on  the  banks. 
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That  is  a  question  of  grave  import,  and  it  needs  a  well-considered 
answer.  My  answer  is  that  the  reserve  funds  should  be  sterilized 
in  some  manner,  and  I  suggest  this  plan.  They  should  be  deposited 
with  the  Federal  Reserve  banks,  in  the  various  districts ;  and  it  should 
be  written  in  the  law  that  the  Treasury  Department  would  be  ordered 
to  use  these  funds  for  the  reduction  of  any  outstanding  debts,  paying 
to  the  fund  interest  on  the  basis  of  that  then  being  paid  on  such  out- 
standing indebtedness. 

For  example,  if  the  Government  was  paying  4  percent  on  long- 
term  money  and,  let  us  say,  2  percent  on  short-term  money,  the  fund 
should  be  credited  with  3  percent,  or  the  average  between  long-term 
and  short-term  money.  I  cannot  imagine  any  valid  reason  why  the 
bill  provides  that  the  Treasury  shall  pay  interest  on  unemployment 
funds  at  a  rate  equal  to  the  average  rate  of  Government  obligations,^ 
less  one-eighth  of  1  percent.  Why  the  deduction  of  one-eighth  of  1 
percent?  Why  should  not  the  Treasury  pay  as  much — on  an  average — 
for  the  use  of  these  funds  as  it  does  for  any  other  funds? 

Let  us  assume  that  the  unemployment  reserve  fund  has  accumu- 
lated $1,000,000,000,  and  that  the  Government's  outstanding  debt  is 
$30,000,000,000.  I  do  not  see  how  the  Government  debt  could  be 
considered  as  reduced  if  it  uses  this  billion  dollars;  it  would  simply 
be  transferring  the  ownership  of  its  ouststanding  securities.  Obviously^ 
the  position  of  the  Government  so  far  as  its  oustanding  indebtedness 
was  concerned  would  be  unchanged. 

It  would  simply  insure  the  safety  of  these  funds  at  a  fair  rate  of 
interest  consistent  with  such  safety. 

This  method  would  also  act  as  a  tremendous  stabilizing  influence 
and  automatically  force  the  central  banks  to  restrict  credit  intimes  of 
booms  and  expand  credit  in  times  of  depression. 

Senator  King.  I  do  not  think  we  need  to  worry  much  about  the 
benefits  or  evils  resulting  from  large  reserves,  because  we  will  have 
none. 

Mr.  Elbert.  I  am  hoping  that  we  will  if  the  system  is  administered 
properly. 

As  I  was  saying,  it  would  expand  credit  in  times  of  depression  and 
would  thereby — to  all  intents  and  purposes — be  the  same  as  open- 
market  operations.  During  boom  times  this  method  would  have  a 
tendence  to  draw  down  the  reserves  of  the  member  banks,  inasmuch 
as  the  fund  would  gradually  increase,  because  of  more  employment, 
thereby  forcing  the  member  banks  to  call  loans  and  to  be  more  strict 
in  loaning  on  collateral,  and  so  forth.  During  times  of  dpression  it 
would  force  the  Federal  Reserve  banks  to  convert  these  bonds  into 
cash,  which  would  be  paid  out,  thereby  expanding  the  credit  struc- 
ture— building  up  the  reserves  of  the  member  banks  so  they  coidd 
expand  credit  about  nine  times. 

The  "tax  remission"  device  proposed  in  this  bill  is  open  to  some 
valid  objections,  but  I  shall  not  go  into  them  here.  I  merely  want  to 
go  on  record  wdth  the  statement  that  the  "Federal  subsidy  plan"  is, 
in  my  opinion,  the  best  way  to  get  the  excise  money  back  to  the 
States, 

Before  concluding  I  would  like  to  make  a  final  suggestion.  It  seems 
to  me  highly  inefficient  and  inadvisable  to  have  the  responsibility  for 
this  proposed  social-security  program  scattered  about  among  various 
departments  of  the  Government. 
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Would  it  not  be  the  wiser  course  to  create  a  new  department,  to  be 
called  the  "Department  of  Social  Welfare"?  This  department 
would  include  the  unemployment-insurance  system,  the  old-age- 
annuity  system,  the  Public  Works  Administration,  public  relief  of  all 
kinds,  the  civil  conservation  camps,  the  health  service  proposed  in 
this  bill,  and  all  other  forms  of  social  welfare.  The  head  of  the 
department  should  be  a  Cabinet  officer. 

No  man  can  read  the  future  with  complete  certainty,  but  I  am 
willing  to  predict  that  we  shall  have  the  unemployed  with  us  for  a 
long  time,  and  that  many  so-called  "emergency  resources"  are 
destined  to  become  permanent  fixtures  of  the  Federal  administration. 
We  get  nowhere  by  deceiving  ourselves.  That  is  why  I  suggest  that 
we  abandon  the  haphazard  method  of  trying  to  handle  these  problems 
through  indiscriminate  bureaus. 

The  whole  set-up  is  in  urgent  need  of  coordination  and  centraliza- 
tion. Obviously,  that  can  be  best  accomplished  by  a  Department  of 
Social  Welfare.  Even  if  the  purely  emergency  measures  are  found  to 
be  unnecessary,  in  a  year  or  two  we  would  still  have  in  this  proposed 
Department  the  old-age  annuities,  the  unemployment-insurance 
system,  the  health  service,  and  a  number  of  other  activities. 

One  of  the  important  functions  of  the  Department  would  be  to 
plan  public  works,  housing  programs,  and  so  on,  for  years  ahead. 
Then,  in  case  the  index  figure  of  unemployment  reaches  a  certain 
predetermined  high  mark,  the  public-works  program  could  be  put 
into  execution  without  delay,  and  almost  automatically.  The 
undoubted  result  would  be  a  powerful  check  on  a  depression  at  its 
inception. 

Senator  Connally.  Let  me  ask  you  this:  You  advocate  a  Cabinet 
ofiicer? 

Mr.  Elbert.  Yes,  sir. 

Senator  Connally.  Wouldn't  you,  then,  im.mediately  get  it  into 
politics? 

Mr.  Elbert.  No,  sir;  no  more  than  any  other  department.  Is 
there  politics  in  the  Navy  Department? 

Senator  Connally.  Well,  the  Navy  Department  has  not  got  the 
far-flung  organization  that  this  would  have. 

Mr.  Elbert.  Senator,  can  you  get  it  in  any  worse  politics  than  it  is 
in  now? 

Senator  Connally.  Let  me  make  this  suggestion:  You  want  this 
system  absolutely  divorced  from  politics.  You  pointed  out  the 
danger  of  its  becoming  a  political  machine. 

Mr.  Elbert.  Yes,  sir. 

Senator  Connally.  Why  wouldn't  it  be  better,  instead  of  having 
a  Cabinet  officer,  to  have  some  permanent  board  of  overlapping  terms? 
There  is  nobody  as  political  as  a  Cabinet  officer,  because  most  of  them 
are  running  for  President,  and  if  you  establish  a  Cabinet  officer  and 
put  him  in  charge  of  this,  you  would  certainly  open  it  up  to  a  tre- 
mendous political  machine,  it  seems  to  me. 

Mr.  Elbert.  Well,  it  is  our  form  of  government. 

Senator  Connally.  It  is  our  form  of  government  to  control  and 
manage  those  agencies  and  put  those  agencies  where  we  think  they 
ought  to  be.  We  do  not  have  to  put  them  in  a  Cabinet  office.  We 
have  not  got  one  for  it. 
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Mr.  Elbert.  No,  sir;  but  I  think  it  would  be  much  more  efRcient 
and  better  run  and  have  one  source. 

Senator  Connally.  I  grant  you  that.     Have  a  department. 

Senator  King.  Have  a  bureau. 

Senator  Connally.  I  would  rather  trust  some  of  these  bureaus 
that  stay  in  all  the  time  than  some  of  these  Cabinet  fellows. 

Mr.  Elbert  (interposing).  I  have  suggested  boards  to  manage 
each  function  of  this,  and  I  have  a  chart  that  I  would  like  to  submit 
a  little  later  and  showing  a  board  controlling  each  of  these  operations 
and  under  the  direction  and  head  of  a  Cabinet  officer. 

Senator  Connally.  I  do  not  think  there  is  any  sanctity  about  a 
Cabinet  officer.  Every  time  we  have  a  new  movement,  they  demand 
a  Cabinet  officer,  and  it  immediately  becomes  a  mere  pohtical  engine. 

Senator  Walsh.  You  stated  that  it  would  probably  be  many  years 
before  we  could  suspend  appropriations  for  public  works  and  relief. 
Would  you  be  willing  to  indicate  how  many  years? 

Mr.  Elbert.  Senator,  I  could  not  do  that  unless  I  figure  out  what 
you  gentlemen  are  going  to  do  and  wdiat  the  President  is  going  to  do, 
and  I  could  make  a  guess  then,  perhaps  a  good  guess. 

Senator  Walsh.  Do  you  think  it  is  necessary  for  us  to  continue  the 
present  program  of  excessivelv  large  appropriations? 

Senator  King.  $4,800,000,000. 

Senator  Connally.  I  do  not  think  it  is  fair  to  the  witness  to  inter- 
rogate him  on  that. 

Mr.  Elbert.  Gentlemen,  I  would  like  to  continue  on  this. 

Senator  Walsh.  The  witness  shows  some  financial  knowledge,  and 
I  thought  I  might  like  to  have  him  hazard  an  opinion  as  to  when  we 
would  be  tlirough  with  that. 

Mr.  Elbert.  May  I  say  that  the  idea  of  a  department  of  social 
welfare  is  not  merely  an  off-hand  suggestion  on  my  part.  I  have 
devoted  much  time  and  study  to  tliis  matter  during  the  past  12 
months,  and  afi  that  I  have  learned  through  my  investigations  lead 
me  to  the  conviction  that  a  social  welfare  department  ought  to  be 
created,  and  that  it  should  take  equal  rank  wdth  other  departments 
of  the  Government  and  that  its  responsible  head  should  be  an  officer 
of  the  Cabinet. 

It  would  be  the  most  eft'ective  remedy  for  the  endless  and  mysti- 
fying confusions  that  now  seem  to  emanate  from  the  various  scattered 
bureaus.  It  would  lead  to  a  coordination  in  policy  and  to  efficiency 
in  administration,  as  well  as  a  reduction  of  expenses. 

Before  closing,  Mr.  Chairman,  I  would  like  to  respectfully  make  one 
more  suggestion  to  the  committee  and  that  is  that  the  Federal  Emer- 
gency Relief  Administration  should  be  revised  and  converted  into  a 
permanent  National  Public  Relief  Administration  of  five  members,  all 
appointed  by  the  President,  with  the  approval  of  the  Senate. 

Senator  Connally.  Why  not  a  Cabinet  officer? 

Mr.  Elbert.  It  would  come  under  the  Cabinet  officer  under  my 
suggested  plan. 

Two  industrialists,  two  labor  men,  with  a  chairman.  The  purpose 
of  the  permanent  relief  administration  is  to  superintend  Federal 
relief  measures.  It  ought  to  be  entirely  separate  from  the  uneniploy- 
ment-insurance  system,  yet  should  be  under  the  general  direction  of 
the  Secretary  of  Social  Welfare. 


ECONOMIC    SECURITY   ACT  839 

The  purpose  of  unemployment  insurance  is  to  provide  a  friend  for 
the  jobless  worker,  through  his  own  cooperation  and  that  of  his 
employer.  As  long  as  the  insurance  reserve  fund  lasts  a  jobless  man 
who  is  insured  and  has  not  drawn  all  the  weekly  benefits  coming 
to  him  is  not  destitute. 

At  the  beginning  of  a  major  depression  the  insurance  system  will 
act  as  a  dam  against  the  rising  tide  of  distress,  but  it  will  not  be 
strong  enough  to  withstand  the  pressure  as  the  list  of  the  unemployed 
runs  up  to  seven  or  eight  millions. 

What  then? 

The  answer  is  that  when  the  unemployment-insurance  fund  can 
no  longer  take  care  of  its  beneficiaries  an  organized  system  of  public 
relief  must  provide  for  them.  The  human  material  with  which 
public  relief  will  have  to  deal  consists  of — 

1.  Insured  workers  who  have  been  out  of  a  job  so  long  that  they 
have  received  the  full  number  of  weekly  benefits  to  which  they  are 
entitled. 

2.  Uninsured  workers  who  are  not  covered  by  the  insurance  plan, 
and  who  have  no  resources  of  their  own. 

3.  People  of  a  higher  social  grade  than  manual  workers  who  have 
lost  their  income  and  resources  and  are  not  able  to  get  on  their  feet 
again. 

4.  The  hopelessly  incompetent  and  unfit  who  have  never  done  much 
work,  if  any,  and  who  are  destined  to  be  a  permanent  burden  on 
society. 

Public  relief  should  not  precede,  but  follow,  unemployment  insur- 
ance in  carrying  out  its  functions;  but  in  the  tlnited  States  this  nat- 
ural course  of  things  has  been  turned  around,  owing  to  the  tact  that 
we  have  never  had  any  unemployment  insurance  worth  mentioning, 
and  public  relief  necessarily  has  to  be  considered  first. 

In  the  course  of  my  studies  on  this  subject  I  prepared  a  chart  which 
shows — in  rather  brief  form — the  activities  of  this  proposed  Depart- 
ment of  Social  Welfare  in  the  sphere  of  unemployment  insurance,  old- 
age  pensions,  public  works,  public  relief,  and  vocational  training 
schools  for  the  unemployed,  I  am  handing  a  copy  of  this  chart  to 
the  committee  to  be  included  as  a  part  of  my  statement. 

Senator  Lonergan.  I  would  like  to  ask  the  witness  a  question. 
Have  you  recommended  the  maximum  period  within  a  calendar  year 
for  the  payments,  and  then  the  minimum  amount  to  be  paid? 

Mr.  Elbert.  Maximum  amounts  of  payments? 

Senator  Lonergan.  No  ;  the  maximum  period  for  payment  within 
a  calendar  year  and  the  minimum  amount  to  be  paid  each  week? 

Mr.  Elbert.  Yes,  sir. 

Senator  Lonergan.  What  is  your  recommendation  on  that? 

Mr.  Elbert.  My  recommendation  is  26  weeks  by  the  contribution 
of  2  percent  by  the  employee  and  2  percent  by  the  employer.  That 
makes  a  contribution  by  each  side  of  1  week's  wages  each  year.  That 
figured  out,  taking  Government  figures  for  the  estimates,  I  should 
say  it  should  allow  for  26  weeks  of  benefits  to  the  unemployed. 

wSenator  Lonergan.  And  a  minimum  amount  of  how  much? 

Mr.  Elbert.  At  35  percent  of  his  income  if  he  is  single  and  up  to 
55  percent,  depending  upon  the  dependents  that  he  has.  It  is  more 
generous  than  the  plan  you  gentlemen  propose  now  with  3  percent. 
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Senator  Lonergan.  That  is  35  percent  of  his  weekly  average 
earnings. 

Mr.  Elbert.  Yes,  sir;  based  on  that.  If  in  the  South  it  is  $15  a 
week,  and  the  same  amount  of  labor  anywhere  else  is  $40  a  week,  it 
does  not  matter  where  you  go,  you  have  a  stamp  book  and  you  are 
paying  on  a  percentage  basis.  It  is  much  better,  and  the  book  is 
there  as  the  evidence.  Take  it  for  instance  as  in  England — a  man 
that  is  getting  2  pounds  a  week  as  wages  and  another  one  getting  5 
pounds — they  both  get  the  same  amount.  The  insurance  benefits  do 
not  mean  much  to  the  man  that  gets  5  pounds,  it  does  not  mean  as 
much  on  a  percentage  basis  as  it  does  to  the  man  that  gets  2  pounds, 
so  it  encourages  loafing.  He  would  rather  not  work.  I  am  opposed 
to  this  English  plan  of  paying  a  flat  rate;  the  benefits  ought  to  vary 
according  to  contributions.     Is  that  what  you  want  to  know? 

Senator  Lonergan.  Yes. 

Senator  Black.  All  of  the  ideas  which  you  have  expressed  here  are 
contained  in  a  little  book  which  you  have  written? 

Mr.  Elbert.  Yes,  sir;  except  that  I  have  modified  them  somewhat. 

Senator  Black.  Have  you  put  the  name  of  the  book  in  the  record? 

Mr.  Elbert.  Yes,  sir;  and  I  would  be  delighted  to  send  a  copy  of 
it  to  each  member  of  the  committee. 

Senator  Conn  ally.  I  hope  that  you  will  send  us  your  book. 

The  following  report  was  submitted  by  Mr.  Elbert: 

REPORT  OF  UNEMPLOYMENT  INSURANCE  COMMITTEE   TO   THE 
INDUSTRIAL  ADVISORY  BOARD 

Washington,  D.  C,  June  18,  1934. 
Mr.  George  H.  Mead, 

Chairman  Industrial  Advisory  Board, 

Washington,  D.  C. 
Dear  Mr.   Mead:   Complying  with  the  request  of  the  Industrial  Advisory 
Board  that  we  act  as  a  committee  to  make  a  study  of  unemployment  insurance 
systems,  and  submit  a  plan  for  considerstion  of  the  Board,  we  respectfully  submit 
the  following  data. 

The  report  has  been  somewhat  delayed  on  account  of  the  magnitude  and 
complexity  of  the  subject.  In  organizing  our  work  we  came  to  the  conclusion  that 
the  proper  method  of  procedure  was  to  begin  at  the  bottom,  without  any  pre- 
conceived convictions,  and  develop  the  subject  by  testing — as  far  as  possible — 
every  element  about  which  there  could  be  the  least  doubt. 

The  idea  is  a  new  one  in  America,  so  we  had  to  proceed  without  having  any 
tangible  body  of  past  American  experience  to  guide  us.  There  has  been  miuch 
difficulty  in  getting  even  the  census  figures  properly  correlated,  as  the  census  has 
been  compiled  without  any  thought  of  unemployment  insurance.  But  we  have 
been  helped  greatly  b}'  surveys  made  during  the  present  depression  by  independent 
organizations. 

We  are  particularly  indebted  to  Mr.  Warren  Jay  Vinton,  director  of  research 
of  the  American  Association  for  Social  Security.  He  has  given  much  time  to 
the  committee  and  has  furnished  us  with  a  mass  of  pertinent  facts  and  figures. 
pTif^In  the  course  of  our  investigation  we  have  consulted  most  of  the  leading 
American  authorities  on  the  subject,  all  of  whom  have  willingly  been  of  service. 
Among  them  are  Dr.  Alvin  H.  Hansen,  professor  of  economics  at  the  University 
of  Minnesota;  Dr.  Eveline  Burns,  of  Columbia  University;  Mr.  Abraham  Epstein, 
of  the  American  Association  for  Old  Age  Security;  and  Dr.  I.  M.  Rubinow,  the 
actuary  of  the  Ohio  Unemployment  Insurance  Commission. 

Your  committee  also  wishes  to  express  its  appreciation  of  the  cooperation  of 
Mr.  Albert  L.  Deane,  vice  president  of  the  General  Motors  Acceptance  Corpora- 
tion. 

Yours  truly, 

W.  E.  Woodward, 
Robert  G.  Elbert, 

Co7nmittee. 
109780— 35— PT  10 6 
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Preface 

Unemployment  insurance — or  compensation — is  so  flexible  in  its  mechanism 
that  it  may  take  any  one  of  several  different  forms.  It  may  take  the  form 
of  a  company  plan,  each  concern  considered  as  a  unit,  both  as  to  contributions  and 
benefits.  Or  it  may  be  self-insurance  by  the  members  of  a  trade  union;  or  a 
State-wide  plan,  or"  a  national  plan  under  Government  supervision. 

One  of  the  duties  of  the  committee  has  been  to  examine  every  plan  that  is 
sponsored  by  well-informed  people  with  the  object  of  determining  a  set  of  prin- 
ciples on  which  a  scientific  and  socially  useful  scheme  of  unemployment  insurance 
should  be  based. 

We  shall  say  here,  in  anticipation  of  what  we  shall  say  further  on,  that  our 
studies  of  this"  subject  have  convinced  us  that — 

1.  In  any  well-conceived  plan  both  the  employer  and  the  employee  should 
contribute.     The  State — or  the  Nation — should  not  contribute. 

2.  It  should  be  compulsory  on  all  workers  in  insured  industries  up  to  a  certain 
wage  limit. 

3.  The  benefits  should  be  paid  to  the  unemployed  as  a  right  and  not  as  a 

4.  Benefits  to  an  unemployed  worker  should  be  paid  only  for  a  definitely  fixed 
number  of  weeks.  ,     ,,  ,  . 

5.  Funds  should  be  pooled,  including  all  industries  and  all  employers  and 
workers  in  the  same  field. 

6.  There  should  be  a  labor  bureau  or  exchange  with  numerous  branch  offices, 
throughout  the  country,  for  the  purpose  of  finding  jobs  for  the  unemployed,  and 
for  administering  the  insurance  system. 

The  Government  should  not  be  required  to  contribute  for  the  reason  that  a 
large  proportion  of  the  people  (farmers,  for  instance)  will  receive  no  benefit  from 
the  system.  Furthermore,  the  people  as  a  whole  will  necessarily  pay  a  share  of 
the  cost  through  the  slightlv  increased  prices  of  commodities. 

Our  calculations  have  convinced  us  that  4  percent  of  the  workers  wages  will  be 
sufficient  to  carry  on  a  satisfactory  plan;  of  this,  3  percent  to  be  paid  by  the 
employer  and  1  percent  by  the  worker. 

No  plan  will  be  satisfactory,  in  the  end,  unless  its  income  is  sufficiently  large 
to  take  care  not  only  of  transient  unemployment  but  to  set  up,  also,  a  body  of 
reserves  which  may  be  used  in  case  of  serious  depressions. 

Part  I 

We  shall  not  take  up  the  time  of  the  Board  in  discussing  the  desirability  of 
unemployment  insurance  of  some  kind  or  other.  Our  appointment  as  a  com- 
mittee to  devise  a  sound  plan  presupposes  an  acceptance  of  the  principles  of 
unemployment  compensation.  ,,      •  , 

Unemployment  insurance,  under  any  plan  whatever,  is  based  on  the  idea  that 
a  reserve  fund  will  be  accumulated  in  normal  times  to  meet  the  contingency  of 
unemployment  in  eras  of  depression.  It  should  also  carry  the  insured  over  out- 
of-work  periods  in  normal  times.  All  insurance  is  necessarily  limited  in  the 
extent  of  its  compensation.  If  you  die  and  leave  an  insurance  policy  for  $10,000 
the  insurance  company  will  pay  that  amount  and  no  more;  you  cannot  expect 
the  company  to  support  vour  widow  and  family  to  the  end  of  their  days.  The 
same  thing  is  true  of  unemployment  insurance.  It  is  intended  to  carry  the  un- 
employed worker  for  a  certain  length  of  time,  and  no  longer. 

The"  term  "insurance"  as  applied  to  unemployment  is  misleading.  Ihere  is 
really  no  such  thing  as  unemployment  insurance  if  we  accept  the  word  "insur- 
ance"" according  to  its  definition  by  insurance  companies.  Insurance  can  be 
applied  only  to  future  hazards  which  have  an  actuarial  basis  of  probabihty  so 
clearly  defined  that  it  is  possible  to  predict  their  occurrence  and  extent  with 
reasonable  accuracy.  ^   ,.    r  /-. 

Frederick  H.  Ecker,  president  of  the  Metropolitan  Life  Insurance  Co.,  says: 

"In  view  of  the  many  and  changing  causes  of  employment  variation  ana  the 
that  such  a  large  proportion  of  ordinary  employment  is  the  result  of  voluntary 
human  actions,  it  appears  that  the  application  of  insurance  principles  to  the  indi- 
vidual risk  of  unemployment  is  absolutely  hopeless." 

That  is  doubtless  true;  but  the  principle  of  "compensation  "  for  unemployment, 
within  certain  limits  of  money  and  time,  is  practical  and  sound.  \\  e  recommend 
that  the  word  "insurance",  as  used  in  this  connection,  be  dropped  and  '  Unem- 
ployment compensation  fund"  be  used  instead. 
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WHAT    ARE    WE    TRYING    TO    DO? 

It  is  always  well  to  have  a  definite  objective;  to  know  what  we  are  trying  to  do 
before  we  start.  ISow,  as  we  conceive  it,  the  reserve  fund  should  be  accumulated 
with  three  objectives: 

I.  The  primary  object  of  unemployment  insurance  is  to  afford  a  guaranteed 
income  to  workers  when  they  are  unable  to  find  jobs. 

(a)  In  tim.es  of  general  prosperity  there  is  always  a  certain  amount  of  unemploy- 
ment due  to  seasonal  variations,  technological  changes  in  industry,  etc.  Un- 
employment insurance  up  to  26  weeks  will  cover  practically  all  individual  un- 
employment during  general  prosperity. 

(6)  In  tinies  of  general  depression  workers  will  be  guaranteed  an  income  during 
the  first  26  weeks  of  their  unemployment  after  a  waiting  period  of  4  weeks. 
Unemployment  insurance  will  not,  however,  be  able  to  care  for  the  whole  problem 
during  a  major  depression.  The  proportion  of  the  unemployed  receiving  benefits 
will  decrease  as  the  depression  is  prolonged.  Those  who  have  exhausted  their 
right  to  benefit  must  be  cared  for  by  governmental  relief  in  a  major  depression. 

II.  In  connection  with  the  administration  of  unemployment  insurance  a  series 
of  labor  exchanges  will  have  to  be  set  up.  These  will,  both  in  good  times  and  bad, 
serve  to  bring  workers  into  contact  with  jobs.  They  will  do  much  to  smooth  out 
and  regularize  the  supply  of  labor. 

III.  Unemployment  insurance  will  have  an  important  economic  effect  in 
stabilizing  industry. 

(a)  The  amounts  paid  out  as  benefits  will  sustain  the  purchasing  power  of 
workers  who  are  without  jobs  and  thus  help  prevent  the  disastrous  curtailment 
^f  consumption  which  now  marks  both  major  and  minor  depressions. 

(b)  Under  present  conditions  at  the  onset  of  a  depression  even  the  workers 
who  have  jobs  curtail  their  expenditures  for  fear  of  becoming  unemployed.  If 
they  are  guaranteed  an  income  of  at  least  26 -weeks  when  unemployed,  this 
hectic  saving  will  be  much  reduced.  This  will  further  tend  to  stabilize  consump- 
tion, especially  at  the  onset  of  a  depression,  and  keep  it  from  developing  as  far 
as  it  otherwise  would. 

(c)  Premiums  are  to  be  paid  by  industry  and  by  the  workers  during  good  times 
and  saved  for  consumption  purposes  in  bad  times.  If  investment  is  carefully 
made  the  effect  of  these  funds  will  be  to  somewhat  reduce  consumption  in  good 
times  and  expand  it  in  bad  times  and  thus  aid  in  smoothing  out  the  business 
cycle. 

(d)  If  a  system  of  unemploj"ment  insurance  is  in  effect  production  can  be 
immediately  curtailed  at  the  beginnng  of  a  depression  without  too  much  hard- 
ship on  the  workers.  At  the  beginning  of  the  present  depression  President  Hoover 
for  humanitarian  reasons  urged  industry  to  avoid  laying  off  men.  As  a  result 
overproduction  was  continued,  and  the  conditions  which  led  to  the  depression 
were  not  corrected  quickly  enough.  Had  unemployment  insurance  been  in 
force,  production  could  at  once  have  been  curtailed,  while  at  the  same  time  the 
unemployed  workers  would  have  received  some  income  and  have  continued  con- 
suming more  or  less  normally.  The  depression  would  have  been  of  much  shorter 
duration  with  a  more  rapid  return  to  economic  balance,  provided  the  Federal 
Reserve  banks  had  cooperated  efficiently  bj^  open-market  operations  and  other 
means  within  their  power. 

Part  II 

THE    PLAN    WE    PROPOSE 

We  have  drafted  this  plan  as  a  Federal  measure,  but  we  are  aware  of  its  possible 
unconstitutionality.  In  case  it  is  considered  unconstitutional  we  recojnmend  that 
similar  standards  be  required  from  the  States  to  qualify  under  the  Wagner-Lewis 
bill. 

Compulsory  and  national. — The  plan  should  apply  to  the  whole  country  uni- 
formly; and  every  employer  and  worker  who  falls  within  its  provisions  ought  to 
be  made  to  go  into  it. 

Coverage  includes.— AM  employees  in  industrial  and  manufacturing  establish- 
ments that  employ  three  or  more  people. 

All  transportation  system.s:  Railroads,  busses,  street  railways,  steamship  lines; 
and  also  all  systems  of  communication,  such  as  telegraph,  telephone,  and  radio. 

All  workers  in  mines. 

All  workers  in  forestry  (except  those  employed  by  the  Government),  such  as 
timber-cutters,  if  three  or  more  are  hired  by  one  employer.  All  workers  in 
fisheries,  etc. 
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All  clerical  labor  iu  establishments  where  three  or  more  persons  are  employed. 
All  workers  in  stores,  wholesale  and  retail,  if  three  or  more  persons  are  employed. 
Coverage   excludes.— F arm   laborers,    domestic   servants,    but   not   servants  in 

hotels  and  restaurants.  .  r.   4.  •<-    v,....i^  ^«+ 

Professional  people,  such  as  physicians,  lawyers,  engineers.  But  it  should  not 
exclude  their  employees.  ,  . 

All  emplovees  of  the  Federal,  State,  county,  and  city  governments,  except  in 
cases  where 'the  maior  portion  of  the  income  of  the  individual  comes  from  an 
emplover  other  than  the  government,  in  an  estabhshment  that  employs  three  or 
more  people.     Casual  workers  for  the  government  snould  not  be  excluded. 

School  teachers  in  pubUc  schools,  but  not  those  in  private  schools  operated  for 

^^The  near  relatives  of  the  proprietor  or  manager  in  any  business,  such  as  sons 
and  daughters,  brothers,  sisters,  nephews,  and  nieces.  .,         „     ^^n 

Confributions.-Fonv  percent  of  the  total  pay  roll  (of  those  on  the  pay  roll 
entitled  to  protection  under  this  plan),  of  which  3  percent  is  to  be  paid  by  the 
emplover  and  1  percent  bv  the  worker.  The  contributions  are  to  be  sent  to  the 
treasurer  of  the  unemployment  compensation  fund  and  pooled  into  one  large 

^^%igibility.—Anv  insurable  person  who  has  worked  100  days  in  the  past  52 
weeks,  or  160  days  in  the  past  104  weeks,  is  qualified  for  benefits 

The  weekly  payment  of  benefits  should  be  hraited  on  the  ratio  of  1  weeks 
benefit  to  3  weeks  of  insured  employment  during  the  past  2  years;  that  is,  1 
weekly  benefit  payment  to  every  3  weeks  of  work,  but  in  no  case  should  the  weekly 
benefit  payments  exceed  26  in  1  year.  .      ,  ,      .  ,,        „  >  „ 

The  idea  here  is  to  restrict  the  benefits  that  would  be  received  by  idlers  who 
merelv  work  enough  to  qualify  for  unemployment  insurance.  A  man  who  has 
wSked  less  than  100  days  in  the  past  year,  or  160  days  m  the  past  2  years,  gets 

^''^The^real  worker,  who  works  right  along,  can  get  26  weekly  payments  when 

''''Thi  time  a  man  has  worked  in  the  past  year  (or  2  years)  is  not  to  be  counted 
by  weeks,  but  by  days.  The  requisite  100  days  of  employment  may  run  along 
2  or  3  davs  a  week  instead  of  being  5  days  a  week  for  20  weeks 

Waitina  veriod.— An  employee  who  loses  his  ob  must  report  within  3  days  to 
the  localFederal  einplovment  office.  In  the  cities  this  will  be  a  regularly  equipped 
office  wthrmanager  whose  whole  time  is  given  to  the  matter  of  looking  for  jobs 
for  the  unemployed.  In  smaller  places  some  other  arrangement  will  have  to  be 
made-  the  employment  official  might  well  be  the  postmaster. 

The  unemployed  worker's  nami  is  registered  and  an  effort  is  made  to  get  him 
a  job   and  h?  is^xpected  to  look  for  one  himself.     He  should  report  three  times 

"  H^dot trgeraS^^em^lofS^^^  benefits  until  he  has  been  out  of  work  for 
4  weeks  Prof  Paul  H.  Douglas,  who  has  made  extens  ve  first-hand  studies  of 
unlmpSyment  says  that  evin  in  normal  times  5  to  10  percent  of  the  total 
number  o?wage  earners  are  out  of  employment;  but  he  says,  more  than  half 
ofThein  find  jobs  in  less  than  4  weeks.  By  making  the  waiting  period  4  instead 
of  2  weeks,  funds  are  conserved  for  the  more  serious  cases  of  unemployment 

After  a  waiting  period  of  4  weeks  an  insured  person  goes  on  the  benefit  pay 
roil      He  continues  to  report  to  the  unemployment  office  three  times  a  week 

The  waiting  period  of  those  who  are  discharged  for  misconduct  should  be 
extended  to  8  weeks.  Then  they  should  be  on  the  same  basis  as  others  who  are 
SnwSployed      An  employee  who  quits  his  job  voluntarily  ought  to  be  made  to 

^^Amolnt  o/t'JlK-The  weekly  benefit  should  be  varied  according  to  the 
Dumber  of  dependents  of  the  jobless  worker.     We  propose  this  scale,  tentatively : 

Percent  of 
weekly  wage 

40 
Adult,  without  dependents -     -     ^q 

Adult,  with  1  dependent gQ 

Adult,  with  2  dependents gc 

Adult    with  3  or  more  dependents _- -  ; 

Young  men  and  girls,  under  21,  who  live  with  their  parents,  and  whose  parents     ^^ 
are  not  dependent  on  them 

The  benefits  paid  to  an  adult  (out  of  a  job  and  qualifying)  who  has  earned  $30  a 
week  would  vary  from  $12  a  week-if  he  is  unmarried  and  without  dependents- 
to  $21  a  week  if  he  has  a  wife  (also  unemployed)  and  two  or  more  children. 


ECONOMIC    SECURITY   ACT  845 

A  stenographer  who  has  been  employed  at  $20  a  week  in  an  office  and  who  lives 
■with  her  parents  (not  dependent  on  her)  would  receive  30  percent  of  her  former 
pay,  or  $6  a  week. 

In  calculating  former  wages  on  which  to  base  the  benefits  the  weekly  salary  or 
wages  of  the  last  6  months  should  be  averaged. 

Most  of  the  plans  that  we  have  studied  have  a  top  limit  of  salary  or  wages  for 
insurable  persons.  It  seems  to  us  that  anyone  earning  up  to  $60  should  be 
included;  indeed,  we  think  it  would  be  better  to  take  in  anyone  earning  any 
amount  as  wages  or  salarj',  as  long  as  they  were  taken  in  on  a  $60-a-week  basis. 
Why  not  include  a  man  who  gets  $100  a  week,  but  let  him  make  his  contributions 
on  a  $60-a-week  basis,  and  receive  benefits  on  the  same  scale  when  he  is  out  of 
work?  The  inclusion  of  anyone  earning  more  than  $60  a  week  would,  of  course, 
be  voluntary. 

No  benefits  should  be  paid  until  the  plan  has  been  in  operation  1  year. 

COMMENTS 

Now,  the  question  arises  as  to  how  much  the  3-percent  tax  on  the  pa}'  roll  would 
increase  the  cost  of  goods  to  the  consumer.  It  is  extremely  difficult,  if  not  impos- 
sible, to  say,  on  account  of  the  lack  of  data.  The  raw  materials  used  in  some 
establishments  go  through  three,  or  four,  or  even  more  processes  in  other  establish- 
ments before  they  are  assembled  for  final  completion. 

As  a  working  basis  we  may  take  the  relation  of  labor  costs  in  manufacturing 
to  value  of  product  for  the  year  1929,  as  given  out  by  the  Census  Bureau. 

(The  following  figures  cover  "manufacturing"  only,  and  are  taken  because 
the  census  gives  the  value  of  the  product.  The  num.ber  of  persons  employed 
in  manufacturing  and  mechanical  industries  is  much  larger,  about  14,000,000.) 

Wage  earners  in  manufacturing  establishments 8,  838,  743 

Wages  paid  during  vear $11,  620,  973,  254 

Cost  of  materials 38,  549,  579,  732 

Value  of  products 70,  434,  863,  443 

It  appears  that  the  relation  of  wage-cost  to  value  of  product  over  the  whole 
field  of  manufacturing  is  16.5  percent.  The  average  yearly  wage  is  $1,314.80. 
(The  average  wage  would  undoubtedly  be  lower  for  1933,  and  the  proportionate 
labor  cost,  in  relation  to  value  of  product,  would  be  higher.) 

Three  percent  of  the  total  sum  of  wages  is  $348,626,196.  Compare  this  with 
the  value  of  the  completed  product,  and  we  see  that  the  relation  of  unemploy- 
ment compensation  cost,  paid  by  the  employer,  is  0.48  percent  (forty-eight  hun- 
dredths of  1  percent). 

That  is  not  all,  however.  There  are  the  materials  and  some  of  them  were 
created,  or  handled,  by  insurable  labor,  and  that  charge  must  be  added.     We  }M 

can  only  guess,  but  as  a  guess  we  may  say  that  the  increased  cost  of  materials  '',•■'':■ 

owing  to  unemployment  contributions  may  be  one-half  as  much,  or  0.24  percent.  ''y 

These  two  charges  together  make  0.72  percent.     Then  comes  the  transportation  ;  *;  y 

of  the  finished  product,  and  its  sale.     These  operations  may  add  another  0.24  jy' 

percent.     The  total  comes  to  0.96  percent,  which  we  think  (as  a  guess)  is  some-  ^,';>. 

where  close  to  being  correct.     By  that  we  mean  it  would  be  correct  for  the  ^^  hole  ?!•;. 

assembly  of  industries — undoubtedly  so,  if  the  census  figures  are  right — but  ,,i,> 

there  would  be,  nevertheless,  great  variations.  yt 

Some  of  the  variations  are  shown  in  the  following  list:  •' 

Percentage  cost  of  labor  to  value  of  product 

PerceiU 

Boots  and  shoes  (not  rubber) 22.  0 

Iron  and  steel  products  (not  including  machinery) 19.2 

Printing,  publishing,  and  allied  industries 19.  8  j; 

Textiles 18.8 

Rubber  products 17.  2 

Motor  vehicles 9.  9 

Chemicals  and  allied  products 9.  3 

Fertilizers 7.  9 

Cigars  and  cigarettes 7.  8  ;. 

Paints  and  varnishes 7.  4  •'/' 

Products  of  petroleum  and  coal 6.  2  ' 

Sugar  refining  (cane  sugar) 3.  5 


;  •)••'    •  '- 

,V,J    ,         -. 
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There  are  individual  variations  that  are  remarkable.  For  instance,  in  1929 
the  entire  electrical  industry  produced  goods  valued  at  $2,300,916,000  and  paid 
$456,000,000  in  wages.  The  labor  cost — in  comparison  to  product  value — was 
19.8  percent.  ,.     ,    ,.  . 

That  same  vear  the  General  Electric  Co.'s  labor  cost  (including  wages  and 
salaries)  amounted  to  38.8  percent  of  the  value  of  the  company's  product. 

For  the  past  3  years  the  reports  of  the  General  Electric  Co.  give  these  figures: 


Net  sales 

Wages  and  salaries 

1931                                          

$263,275,000 
147, 162, 000 
136, 637, 000 

$106, 656, 000 

1932                                       - 

61, 414, 000 

1933 - 

55, 287, 000 

Total                      -  

547.074,000 

223, 357, 000 

It  is  not  possible  to  differentiate  between  salaries  and  wages,  as  they  are  both 
considered  as  one  item  in  the  company's  annual  reports,  but  the  total  outlay  for 
labor  amounts  to  41  percent,  as  compared  with  the  value  of  the  product.  Even 
if  we  assume  that  one-fourth  of  the  total  expenditure  should  be  put  under  the 
head  of  salaries  the  remainder,  given  to  wages,  is  far  in  excess  of  the  usual  average 
percentage.  .       ^,      -.■a,     ,.       r 

This  example  is  brought  in  here  for  the  purpose  of  showing  the  ditticuity  ot 
ascertaining  the  cost  of  wages  in  proportion  to  product  except  by  taking  industry 
as  a  whole.  .  .    , 

A  tax  of  3  percent  for  unemployment  compensation  would  certainly  malie  little 
difference  to  a  sugar  refiner,  whose  labor  cost  figures  out  only  3.5  percent  of  the 
value  of  his  product;  but  it  would  be  a  matter  of  some  importance  to  the  General 
Electric  Co.  where  the  labor  cost  is  as  high  as  30  percent  or  more. 

NUMBER    OF    WORKERS    UNDER    THE    PLAN 

How  manv  workers  will  be  covered  by  insurance  under  this  plan?  Our  esti- 
mate is  that  about  22,000,000  people  are  insurable,  and  of  course  all  of  them  will 
be  included  under  a  compulsory  scheme.  The  average  wage  seems,  according  to 
our  data,  to  be  about  $20  a  week,  or  a  total  of  $440,000,000  weekly. 

Let  us  assume,  then,  that  22,000,000  are  insured  under  this  plan,  and  that  m 
normal  times  6  percent  of  them,  say  1,320,000,  are  unemployed. 

Mot  more  than  4  percent,  or  880,000,  of  the  unemployed  will  be  entitled  to 
benefits  in  normal  times— owing  to  the  4  weeks'  waiting  period.  Two  percent 
of  them,  at  least,  will  be  provided  with  jobs  before  the  4  weeks  have  passed  1  he 
average  benefit  will  probably  be  $12  a  week.  It  should  be  understood  that  all 
this  is  guesswork.  It  is  as  intelligent  a  guess  as  we  are  able  to  make,  with  the 
data  at  hand. 
Weekly  contribution  from  22  millions  at  $20  a  week  or  440  million 

dollars  in  all,  at  4  percent ^JI' -2n' SSn 

Paid  out  to  880,000  unemployed  weekly  at  $12  a  week 10,  obO,  UUU 

Added  to  reserve— weekly J7,  040,  000 

Annual  addition  to  reserve ^t>o.  'J'^"-  """ 

In  five  good  years,  while  industrv  is  moving  upv.ard,  the  reserve  ought  to 
accumulate   about   $1,800,000,000.  ^. 

A  sensible  plan  should  be  devised  to  take  care  of  this  large  money  reserve.  It 
deposited  in  banks  it  will  lead  to  inflation.  Investment  in  securities  is  not 
advisable,  in  our  opinion,  for  the  reason  that  an  investment  of  this  proportion 
will  unduly  raise  their  prices  in  normal  times,  when  prices  are  going  up,  anyway; 
and  in  the  downward  turn  of  the  industrial  cycle  the  selling  of  these  stocks  and 
bonds  (to  provide  funds  for  unemployment  benefits)  will  have  a  depressing  effect. 

The  fund  might  be  deposited  in  the  Federal  Reserve  under  a  special  arrange- 
ment wherebv  it  would  be  sterilized  and  not  used  for  credit  expansion.      _ 

Another  wav  of  managing  the  fund  would  be  to  invest  it  m  a  special  issue  of 
Federal  Government  bonds,  paying  (let  us  say)  2  percent.  These  bonds  should 
be  sold  to  the  unemployed  compensation  fund,  and  be  nontransferable;  and  the 
Treasury  should  redeem  them  on  demand. 
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Employment  offices 

One  of  the  vitally  important  factors  in  this  proposed  system  is  a  nationally 
coordinated  network  of  labor  exchanges  or  employment  offices.  All  the  unem- 
ployed who  are  covered  by  insurance  will  be  registered.  The  employment 
system  wiU  be  in  constant  contact  with  the  labor  situation,  with  the  flow  of  supply 
and  demand.  Needless  to  say,  this  would  tend  to  reduce  unemployment,  and 
to  shorten  the  period  of  being  without  work  from  months  to  weeks,  and  from 
weeks  to  days. 

Mr.  Ralph  E.  Flanders  says,  in  an  illuminating  paper  on  unemployment, 
which  he  read  at  the  Hot  Springs  meeting  of  the  board:  "To  this  institution 
(the  employment  office)  must  go  every  one  who  would  draw  on  his  unemploy- 
ment reserve  and  every  one  who  seeks  subsistence  employment.  It  should  also 
serve  as  the  logical  (though  not  exclusive)  recruiting  station  for  labor  required  ••  .- 

on  great  construction  works,  whether  private  or  piiblic.  ;,'■ 

"Such  a  system  would  give  us  definite  information  at  any  given  moment  as  to  ':■.' 

the  amount,  location,  kind,  and  duration  of  unemployment.     For  no  one  should  » ;, 

be  deemed  as  unemployed  who  does  not  register.     Registration  will  be  inevitable  ' 

on  the  part  of  the  honest  and  needy  worker,  for  due  and  respectable  relief  comes 
to  him  through  that  act.  Nonworkers  who  wiU  not  apply  are  pathological  or 
criminal  rather  than  economic  problems.  They  will  by  this  means  be  readily 
recognized  and  should  not  be  numbered  among  the  respectable  unemployed. 
This  system  will  give  us,  for  the  first  time,  a  definite  knowledge  of  the  size  and 
character  of  our  problem  and  we  can  attack  its  solution  by  logical  process.  Our 
ignorance  hitherto  has  been  fundamental.  There  are  no  reliable  unemployment 
statistics  in  this  country.  There  is  no  substitute  for  the  practice  of  gathering 
them  at  the  point  where  relief  is  offered." 

FEDERAL    LAW 

It  seems  to  us  that  it  would  be  much  better  for  any  plan  of  unemployment  ;'■ 

insurance  to  be  Federal  rather  than  State. 

But  in  case  the  Constitution  makes  it  impossible  to  have  a  Federal  law  we 
think  the  present  plan  might  be  made  an  amendment  to  the  Wagner-Lewis  bill. 
The  bill,  as  it  now  reads,  provides  certain  conditions  with  which  a  State  must 
comply  in  order  to  have  its  excise  tax  refunded.  The  conditions  are  that  the 
State  sets  up  employment  insurance  and  the  Wagner-Lewis  bill  insists  that 
certain  features  be  adopted  in  the  insurance  scheme. 

The  entire  plan  which  we  have  outlined  here  might  be  included  in  the  bill  as  an  : ;.' 

amendment,  as  a  condition  with  which  the  States  must  comply  to  get  their  :V: 

money  back. 

In  that  case  the  excise  tax  of  5  percent  (according  to  the  Wagner-Lewis  bill) 
would  be  brought  down  to  3  percent,  and  an  amendment  to  that  effect  would  be 
necessary. 

THE    BRITISH    SYSTEM 

Unemployment  insurance  on  a  large  scale  began  in  Great  Britain.     The  British  ^ ,' 

unemployment  insurance  system  is  credited  by  English  economists  with  being  one 
of  the  most  potent  factors  in  keeping  up  the  buying  power  of  the  Nation  during 
the  years  of  depression.  The  Royal  Commission  on  Unemployment  Insurance, 
after  an  exhaustive  study  in  1932,  said  in  this  connection: 

"Since  1929  *  *  *  unemployment  in  this  country,  although  worse,  has 
not  increased  to  the  extent  and  in  the  degree  that  it  has  in  the  United  States  and 
other  countries.  This  difference  may  in  part  be  due  to  the  maintenance  of  work- 
ing class  spending  by  unemployment  relief,  when  spending  generally  was  con- 
tracting and  investment  in  new  enterprises  drying  up.  *  *  *  Qne  of  the 
advantages  of  self-supporting  insurance  scheme  is  that  if  properly  controlled  it 
accumulates  reserves  when  spending  is  active  and  employment  is  good,  to  disburse 
them  automatically  at  the  time  when  trade  is  depressed  and  spending  needs  to  be 
stimulated  in  order  to  give  employment."      (Final  Report,  p.  103.) 

Unemployment  insurance  in  Great  Britain  was  started  in  July  1912,  and  applied 
to  a  limited  number  of  industries.  In  1920  it  was  extended  to  practically  its 
present  coverage.  In  the  beginning  the  system  mo/e  than  paid  its  way,  and  at 
the  commencement  of  1921  had  a  reserve  of  over  £22,000,000.     In  1921,  due  to  h!^^ 

the  extensive  unemployment,  it  was  decided  to  pay  not  only  the  regular  benefits  f^; 

but  also  so-called  extended  benefits  to  workers  who  had  exhausted  their  right  to 
benefit.  These  extended  benefits  should  never  have  been  paid  out  of  the  insur- 
ance scheme,  for  the  premiums  had  not  been  arranged  to  provide  for  them.     As  a 
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result  of  this  mistaken  policy  the  British  system  ran  a  large  deficit  for  a  number 
of  years. 

In  1931  it  was  finally  decided  to  treat  extended  benefits  as  relief  rather  than 
insurance.  They  are  still  administered  by  the  unemployment  msurance  offices, 
but  are  paid  only  to  those  in  need,  and  their  entire  cost  is  borne  by  the  exchequer. 
As  a  result,  the  "British  system  is  now  self-sustaining  despite  the  extended  unem- 
ployment in  that  country.  The  results  of  the  system  in  1933  and  for  the  first 
four  months  of  1934  are  as  follows: 


Receipts  for  premiums 

Disbursements: 

Benefit  payments 

Administrative  cost 

Interest  on  old  deficit 

Miscellaneous ..- 

Total  disbursements  from  insurance  fund 
Extended  benefit,  paid  by  the  Exchequer 


£58, 835, 000 

43,  335, 000 

3,  797,  000 

5, 338, 000 

240,  000 


52, 710, 000 
54,  310, 000 


£19,596,000 

12,  592,  000 

1, 263, 000 

1,  643, 000 

97, 000 


15,  595, 000 

16,  310, 000 


Note  that  the  British  system  is  paying  interest  on  the  advances  made  by  the 
Exchequer,  and  expects  to  liquidate  this  debt. 

The  British  system  is  compulsory  and  covers  all  manual  workers  and  all  non- 
manual  workers  receiving  less  than  £250  per  .year.  The  following  occupations 
are  excluded:  Agricultural  workers,  domestic  servants,  permanent  employees  on 
the  railways  and  public  utilities,  certain  classes  of  government  employees,  and 
persons  employed  by  their  husl^ands  or  wives. 

Equal  premiums  are  paid  by  the  employer,  by  the  worker  and  by  the  govern- 
ment. The  weekly  rates  prevailing  today  in  American  money  (at  present  ex- 
change, £l-=$5.04)  are  as  follows: 


Women 


Employer. -- 

Worker 

Government 

Total - 


Lower  rates  are  paid  by  boys  and  girls  under  21  years  of  age. 

Benefits  are  limited  to  156  days.     The  following  are  the  present  weekly  rates 

of  benefit  in  American  monej': 

Weekly  rate 

Men  21  to  65  years $3.  81 

Women  21  to  65  years 3.  40 

Additional  benefit  for  dependents — 

For  an  adult  dependent 2.  02 

For  a  dependent  child •  51 

Lower  benefits  are  paid  to  boys  and  girls  under  21  years  of  age. 

Workers  are  qualified  for  benefits  when  premiums  in  respect  to  them  have  been 
paid  for  not  less  than  30  weeks  in  the  preceding  2  years.  Benefits  begin  after  a 
waiting  period  of  6  days.  In  the  case  of  workers  who  have  lost  their  employment 
through  misconduct  or  voluntary  quitting  the  waiting  period  is  increased  to  6 
weeks.  No  benefits  are  paid  for  loss  of  employment  during  a  trade  dispute  in 
the  worker's  own  establishment. 


THE  GERMAN  SYSTEM 

The  facts  concerning  the  German  system  are  not  quite  up  to  date,  but  we  give 
what  we  have. 

The  German  insurance  system  was  started  on  October  1,  1927.  It  includes 
two  kinds  of  benefits:  (a)  Regular  benefits  which  are  paid  out  of  the  premiurns 
of  the  workers  and  their  employers;  and  (b)  emergency  benefits  which  are  paid 
bv  the  Government,  and  whichare  for  those  who  have  exhausted  their  right  to 
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regular  benefit.  In  the  first  years  of  the  system  contributions  were  set  at  too  low 
a  rate  and,  as  a  result  the  system  ran  up  a  large  deficit.  At  the  present  time,  due 
to  the  increased  rate  of  premium  and  to  tlie  fact  that  a  very  large  percent  of  the 
unemplo}-ed  have  exhausted  their  right  to  regular  benefits,  the  regular  system  is 
much  naore  than  self-sustaining.  Its  surplus  is  now  being  used  to  aid  in  the  pay- 
ment of  emergency  benefits. 

The  German  system,  like  the  English,  is  compulsory.  Its  coverage  is  now 
similar  to  that  of  the  English  system.  Agricultural  workers  and  domestics  were 
formerly  covered,  but  have  recently  been  excluded.  Manual  workers  earning 
over  3,600  marks  per  year  and  nonmanual  workers  earning  over  8,400  marks  per 
year  are  excluded. 

Unlike  the  English  system,  both  premiums  and  benefits  vary  with  the  worker's 
earnings.  For  this  purpose  all  workers  are  divided  into  11  wage  groups,  and  for 
each  group  a  basic  wage  is  set. 

Premiums  are  shared  equally  by  the  workers  and  employers,  each  paying  3% 
percent  of  the  basic  wage,  making  a  total  of  Q%  percent.  No  premiums  are  paid 
by  the  Government  for  regular  insurance,  its  contribution  being  limited  to  the 
cost  of  emergency  benefits. 

Regular  benefits  are  limited  to  20  weeks.  The  benefits  vary  according  to  the 
wage  class  of  the  worker  and  are  set  at  varying  percents  of  the  basic  wage.  The 
lowest-paid  workers,  those  in  class  I,  receive  75  percent  of  the  basic  wage,  and 
tlie  percentage  decreases  until  in  class  XI  the  highest-paid  workers  receive  35 
percent  of  the  basic  wage.     There  are  additional  allowances  for  dependents. 

Workers  are  qualified  for  benefit  after  52  weeks'  employment  in  the  previous 
2  years.  The  waiting  period  is  14  days  for  workers  with  no  dependents,  7  days 
for  those  with  1  to  3  dependents,  and  3  days  for  those  with  4  or  more  dependents. 

Emergency  benefits,  financed  by  the  Government  are  paid  only  to  those  in 
need.  Their  duration  has  been  repeatedly  changed  and  varies  for  different 
classes  of  persons. 

Because  of  the  great  length  and  severity  of  the  depression  in  Germany  regular 
insurance  benefits  paid  out  of  premiums  have  taken  care  of  only  a  small  fraction 
of  the  unemployed.  The  remainder  have  been  forced  to  rely  on  emergency  bene- 
fits paid  by  the  Government  and  on  poor  relief  paid  by  the  local  authorities. 

Part  III 

THE    WISCONSIN    PLAN 

Wisconsin  is  the  only  State  in  which  an  unemployment  insurance  law  has  been 
enacted.  It  will  go  into  effect  on  July  1,  1934.  Following  is  a  skeleton  outline 
of  the  Wisconsin  plan: 

Covers  workers  in  establishments  employing  10  or  more  persons,  also  all  workers 
whose  wage  is  not  more  than  $1,500  a  year.  All  that  is  needed  to  qualify  for 
benefit  payments  is  that  the  worker  has  been  employed  for  2  weeks,  but  the  benefit 
is  limited  to  one  weekly  benefit  for  each  4  weeks  of  employment — and  not  more 
than  10  weeks  of  benefit  as  a  maximum. 

Excludes  domestic  servants,  public  officers,  farm  laborers,  interstate  railroad 
employees,  school  teachers. 

Fund  is  contributed  by  employers  only.  Workers  pay  nothing.  Employers 
pay  2  percent  of  pay  roll  until  a  fund  of  $55  a  worker  has  been  established;  there- 
after 1  percent  until  the  fund  (for  that  one  corporation  or  concern)  amounts  to 
$75  a  worker.  After  that  nobody  contributes  anything  until — and  if — the  reserve 
falls  below  $75  a  worker. 

Segregation  of  funds  under  the  names  of  the  contributors,  though  all  the  funds 
are  administered  by  the  State  industrial  commission.  This  means  that  a  worker 
on  the  benefit  register  must  depend  on  the  fund  contributed  by  his  employer. 
Whenever  that  is  exhausted  he  receives  no  more  benefits. 

Waiting  period  is  2  weeks.  That  is,  a  worker  who  is  laid  off  gets  no  benefit  for 
2  weeks  thereafter. 

Benefits  are  $10  a  week  or  50  percent  of  average  weekly  wage,  whichever  is 
lower.  That  is  to  say,  if  an  employee  has  a  $29-a-week  salary  (the  high  limit 
under  the  plan),  and  is  laid  off,  his  weekly  benefit  will  be  $10  instead  of  $14.50. 
If  the  employer's  fund  is  unable  to  meet  these  payments  they  may  be  reduced. 
All  factor}^  workers  who  have  worked  2  weeks  and  all  salaried  employees  who 
have  worked  1  month  are  covered. 

Maximum  duration  of  benefits  is  10  weeks  in  1  year,  but  no  benefit  shall  be 
paid  out  of  an  employer's  fund  if  the  worker  has  not  been  employed  by  him 
during  the  past  6  months. 
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Eligibility. — If  a  man  quits  his  job  voluntarily  he  is  not  entitled  to  the  benefits. 
No  payment  when  a  man  is  discharged  for  misconduct  or  inefficiency  nor  when 
he  refuses  to  accept  "suitable  employment"  after  losing  his  job;  but  it  is  pro- 
vided that  the  beneficiary  has  a  right  to  refuse  a  new  job  if  the  wages,  hours,  and 
conditions  are  not  those  prevailing  in  similar  work  in  the  locality. 

Exemptions. — Companies  which  guarantee  42  weeks  employment  in  a  year  to 
their  workers  are  exempted  from  payments.  Also  concerns  which  have  a  plan 
of  their  own  that  is  approved  by  the  State  industrial  commission. 

DR.  Hansen's  opinion 

Dr.  Alvin  H.  Hansen,  professor  of  economics  in  the  University  of  Minnesota, 
has  made  a  detailed  study  of  the  Wisconsin  plan,  and  of  the  motives  of  its  creators. 
He  says: 

"It  was  the  primary  purpose  of  the  Wisconsin  bill  to  serve  as  an  incentive  for 
stabilization  of  employment  rather  than  to  serve  as  a  means  of  alleviating 
unemployment. 

"It  provides  that  when  an  employer  has  built  up  a  reserve  of  $55  per  employee 
his  contributions  maj^  be  reduced  to  1  percent,  and  may  cease  when  the  reserve 
reaches  $75  per  employee.  Having  once  built  up  this  reserve,  the  cost  to  the 
emploj^er  would  be  in  direct  proportion  to  the  stability  of  his  employment. 

"It  was  recognized  that  the  small  benefit  of  a  maximum  of  $10  a  week  for  10 
weeks  would  go  only  a  little  way  toward  relieving  the  distress  growing  out  of 
unemployment,  but  it  was  believed  that  the  establishment  of  company  reserves 
would  be  an  effective  means  of  causing  the  employer  to  stabilize  employment. 


COMMENTS    ON    THE    WISCONSIN    PLAN 

We  consider  the  segregation  of  reserves  by  companies,  as  embodied  in  the 
Wisconsin  plan,  a  fundamental  defect.  We  are  opposed  to  any  form  of  segre- 
gation of  funds  or  of  benefits,  either  by  companies,  industries,  or  associations. 

Unemployment  compensation  is,  primarily,  a  social  service.  It  does  not  make  a 
bit  of  difference,  as  far  as  the  social  order  is  concerned,  who  employed  a  man 
before  he  got  out  of  a  job. 

We  advocate  the  pooling  of  all  unemployment  funds- — the  benefits  to  be  paid 
out  of  a  common  reserve. 

As  to  the  pooling  of  reserves,  a  study  of  the  records  of  14  Ohio  concerns 
from  1923  to  1931  was  used  in  estimating  the  cost  of  an  individual  establishment 
unemployment  plan.  The  estimated  costs  for  the  different  companies  varied 
from  0.3  to  3.4  percent  of  pay  roll.  Another  estimate  showed  a  variation  in  cost 
from  0.5  to  6.7  percent.  If  contributions  of  3  percent  had  been  required,  8 
out  of  the  14  companies  would  have  been  unable  to  pay  full  benefits  if  they  had 
held  their  funds  in  separate  reserves.  On  the  other  hand,  if  the  contributions 
had  been  pooled  the  average  cost  would  have  been  only  2.5  percent.  The  required 
benefits  could  have  been  paid  and  the  fund  would  have  remained  solvent. 

It  seems  to  us  that  some  method  might  be  devised  for  the  grading  of  industrial 
concerns  in  respect  to  the  permanenc}'  of  employment  in  their  plants.  To  grade 
them  in  classes,  such  as  A,  B,  C,  and  D  would  be  a  simple  matter  of  statistics. 
One  company  employing  1,000  workers  at  the  beginning  of  last  year,  let  us  say, 
laid  off  or  discharged — ^for  one  reason  or  another — 100  workers  in  the  course  of 
the  year.  Its  labor  turn-over  (or  its  loss  of  employing  power)  was  10  percent. 
Another  company,  in  the  same  line  of  industry,  had  1,000  employees  and  laid  off 
or  discharged  500  of  them,  or  50  percent. 

It  may  be  possible  to  grade  them  in  this  way  and  set  up  a  varying  scale  of  pay- 
ments into  the  fund,  starting  off  with  1  percent — or  some  other  small  percentage — 
for  class  A,  and  up  as  high  as  4  percent  for  class  D. 

The  Ohio  Commission  on  Unemployment  recommended  the  creation  of  a  State 
pooled  insurance  fund.  However,  because  of  the  variations  in  the  rate  of  unem- 
ployment in  different  establishments,  it  provided  that  after  a  plan  had  been  in 
operation  for  3  years,  the  contributions  should  be  varied  for  each  emplo3'er 
within  the  limits  of  1  percent  and  3.5  percent  of  pay  roll. 

The  Wisconsin  law  declares  that  no  benefits  shall  be  paid  to  a  worker  who  is 
discharged  "for  misconduct."  We  do  not  approve  of  this  provision  because  it 
will  certainly  lead  to  grave  abuses. 

Misconduct  is  a  vague  term;  a  charge  of  misconduct  can  be  brought  up  against 
almost  anybody.  This  provision  will  certainly  be  held  as  a  whip  over  workers 
that  the  employer  does  not  like.  In  many  cases  labor  union  officials  will  be  dis- 
missed for  "misconduct"  without  hope  of  unemployment  compensation. 
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It  would  be  better,  in  our  judgment,  merely  to  increase  the  waiting  period,  in 
case  of  discharge  for  misconduct,  from  2  weeks  to  4  or  5  weeks.  In  England  it 
is  raised  from  1  week  to  6  weeks  when  a  worker  is  discharged  for  misconduct. 
That  ought  to  be  sufficient  penalty. 

THE    WAGNER-LEWIS    BILL 

This  measure  is  now  before  Congress.  All  the  members  of  the  Board  are  no 
doubt  familiar  with  its  provisions,  so  we  shall  set  down  here  only  the  barest 
outline  as  a  matter  of  record. 

It  is  proposed  to  levy  a  Federal  excise  tax  of  5  percent  on  employers'  pay  rolls 
throughout  the  United  States  on  employers  who  have  10  persons  or  more  in  their 
employ.     In  paying  the  tax  the  employer  may  omit  the  wages  of: 

1.  Agricultural  laborers. 

2.  Domestic  servants. 

3.  Teachers  in  schools,  colleges,  and  universities.  ,;. j 

4.  Physicians,  surgeaons,  hospital  attendants,  etc.  •  v 

5.  Physically  handicapped  people  employed  by  charitable  institutions.  .'■ 

6.  Wife,  children,  father  and  mother  of  the  employer. 

7.  All  employees  of  common  carriers. 

8.  Any  employee  for  whom  unemployment  compensation  is  provided  directly 
by  act  of  Congress. 

9.  All  persons  who  earn  $250  or  more  a  month.  ';< 
The  5  percent  excise  tax  where  collected  will  go  into  the  Federal  Treasury.                 '^i 

Employers  in  States  with  approved  systems  of  unemployment  insurance  will  be  ,,  ■ 

entitled  to  a  rebate  on  the  tax  equal  to  their  contributions  to  the  State  system. 

Employers  in  Wisconsin,  for  example,  will  pay  5  percent  of  their  pay  roils  to  '•; 

the  Federal  Government  (if  Senator  Wagner's  bill  becomes  a  law),  less  the  2 
percent  they  shall  be  assessed  under  the  Wisconsin  law;  in  short,  they  will  pay 
3  percent  to  the  United  States  and  2  percent  to  Wisconsin. 

The  State  to  qualify  must  set  up  an  unemployment  insurance  law,  requiring 
contributions  from  employers.  Every  employer  who  pays  a  contribution  under 
the  State  law  is  entitled  to  credit  the  amount  of  that  contribution  against  the 
Federal  excise  tax  levied  under  the  Wagner  Act.  ^  ,> 

The  purpose  of  the  bill  is  to  encourage  State  action,  and  it  will  probably  do  it,  ^■' 

as  all  States  will  naturally  pass  an  unemployment  insurance  law  merely  to  keep  ,(,y 

the  money  at  home,  if  nothing  else.  ;.t,." 

Note  that  the  Wagner  bill  says  nothing  aVjout  contributions  from  the  worker.  ;'•* 

The  bill  sets  forth  some  few  specifications  for  an  unemployment  law  to  be  i' 

passed  by  the  States,  and  which  will  be  acceptable,  but  we  think  the  specifications  jl-. 

are  inadequate. 

Eligibility. — It  specifies  that  an  applicant  for  benefits  need  not  show  a  record  v^  '■ 

of  having  worked  for  more  than  10  weeks  for  his  last  employer  in  the  past  calendar  •' X, 

year.  'j'' 

Benefits. — Seven  dollars  or  more  a  week,  as  a  minimum,  or  else  the  employee's  ".;■ . 

average  wages  for  20  hours  of  a  week.      (This,  in  most  cases,  would  mean  half  his  f'', 

weekly  wage.)      Benefits  are  to  continue  for  10  weeks,  generally  speaking.     There  ;3:  ' 

is  a  complicated  provision  which  permits  employees  of  long  service  to  receive  15  ■;  ■■ 

weekly  benefits.  ^>y 

No  employee  receiving  benefit  payments  shall  be  required  to  act  as  a  strike-  ;!  • 

breaker;  or  to  accept  new  employment  if  the  wages,  hours,  and  other  conditions  •■ 

are  less  favorable  than  those  prevailing  for  similar  work  in  the  locality;  or  if 
acceptance  of  such  employment  would  either  require  him  to  join  a  company 
union  or  interfere  with  his  "joining  or  retaining  membership  in  any  bona  fide 
labor  organization." 

COMMENTS    ON    THE    WAGNER-LEWIS    BILL  ,  ', 

We  are  opposed  to  the  5-percent  tax;  it  is  unnecessarily  high.     Our  own  calcu- 
lations lead  us  to  a  conviction  that  4  percent  is  quite  enough,  and  of  that  the  ,  . 
worker  should  pay  1  percent,  leaving  3  percent  to  be  paid  by  the  employer.  ,.^.  3^                 ••    • 

This  committee  is  not  in  favor  of  any  plan  to  which  the  worker  does  not  con- 
tribute something.     All  European  systems  require  worker  contributions.     The  ], 
employee  ought  to  be  sufficiently  interested  in  his  own  welfare  to  contribute  a                 '„  ' 
part.     Besides,  his  payments  would  increase  his  self-respect  and  dignity. *!  He                ^ ' 
would  realize  that  he  had  done  his  share  instead  of  being  a  passive  recipient  of 
the  benefits  as  a  gift. 
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It  is  possible  that  some  of  tlie  States — in  case  the  Wagner- Lewis  bill  becomes  a 
law — may  put  into  effect  an  unemployment-insurance  plan  which  will  call  for 
contributions  from  the  worker;  but  even  in  that  case,  the  employer  would  have 
to  pay  his  5  percent  just  the  same.  It  seems  to  us  that  Senator  Wagner's  bill 
might  be  amended  so  as  to  require  all  State  systems  to  provide  for  workers' 
contributions. 

The  American  Federation  of  Labor  is  strongly  opposed  to  any  contribution 
from  employees,  and  no  doubt  that  influenced  Senator  Wagner  in  drawing  his 
bill.  In  England  the  British  Trade  Union  Council  was  also  against  the  inclusion 
of  workers'  payments,  but  they  consented  to  it  eventually. 

Respectfully  submitted. 

W.  E.   WpODWARD, 

Robert  G.  Elbert, 

Committee. 
Part  IV 

A  number  of  industrial  concerns  have  unemployment-insurance  plans  of  their 
own.  Some  of  the  trade  unions  have  also  put  in  operation  various  schemes  to 
relieve  their  unemployed  members.  These  have  worked  out  with  varying  de- 
grees of  success.  Most  of  the  trade-union  plans  have  no  fixed  scale  of  contribu- 
tions or  of  benefits.  They  assess  their  members  from  time  to  time  for  whatever 
is  needed  in  the  way  of  funds. 

APPENDIX    A.    THE    GENERAL    ELECTRIC    CO. 

In  1930  the  General  Electric  Co.  devised  a  plan  for  employment  assurance  to 
apply  to  the  plants  or  departments  manufacturing  incandescent  lamps.  It  was 
not  unemployment  insurance  at  all,  but  a  guaranty  of  employment.  It  began 
on  January  1,  1931.  Under  the  plan  50  weeks'  work  of  not  less  than  30  houra 
each  week'was  proposed  for  1931.  All  employees  with  2  or  more  years  of  service 
were  eligible. 

When  an  employee  goes  into  this  plan  he  agrees  that  the  company  withhold 
1  percent  of  his  weekly  earnings;  the  amount  withheld  is  credited  to  him,  with 
5-percent  interest.  If  he  leaves  the  employ  of  the  company,  principal  and  inter- 
est are  given  to  him;  if  he  dies,  his  heirs  get  the  money. 

The  General  Electric  Co.  has,  in  addition,  a  plan  of  unemployment  insurance 
which  is  operating,  but  not  in  the  incandescent-lamp  department.  Mr.  Swope 
said,  on  March  25,  1934,  in  his  testimony  before  the  Subcommittee  of  the  -Ways 
and  Means  Committee  of  the  House: 

"The  results  have  been  highly  satisfactory.  Since  the  plan's  adoption  in  June 
1930  normal  contributions,  half  by  the  employees  and  half  by  the  company,  with 
interest,  amounted  to  almost  $400,000,  and  is  retained  in  a  trust  fund.  The 
emergency  provisions  of  the  plan  went  into  effect  December  1,  1930. 

"From"  that  date  to  March  1,  1934,  $4,877,000  was  contributed.  Of  this 
amount — and  I  want  you  to  get  these  figures,  because  it  seems  to  me  these  are 
very  significant — of  this  total  amount  of  almost  $5,000,000,  approximately 
$1,160,000  was  contributed  by  the  people  who  are  eligible  to  benefits,  and 
$1,151,000  from  other  employees  who  are  not  eUgible,  and  $2,311,000  from  the 
companv;  $3,561,000  has  been  disbursed,  leaving  an  unexpended  balance  of 
$1,316,000  in  the  unemployment  emergency  fund  on  March  1,  1934.  The  plan 
is  still  functioning." 

The  contributions  are  about  1  percent  from  employees  and  the  same  amount 
from  the  companv.  There  is  a  curious  provision  in  respect  to  an  "unemploy- 
ment emergency.''  In  the  event  of  an  unemployment  emergency  1  percent  of 
everybodv's  salary  is  taken,  no  matter  whether  he  is  in  the  insurance  system  or 
not— everybody's'  salary,  from  Mr.  Swope  down.  These  contributions  have 
made  a  -ery  material  addition  to  the  fund. 

The  experiences  of  the  General  Electric  Co.  are  interesting,  but  we  do  not 
think  they  contribute  a  great  deal  toward  the  formulation  of  a  Nation-wide  plan 
of  unemplovment  insurance.  The  company  is  in  a  strong  financial  position; 
it  is  excellently  managed;  its  employees  are  alcove  the  ordinary  level  of  manual 
workers  in  intelligence,  thrift,  and  steadiness.  In  short,  the  General  Electric  Co. 
is  not  a  typical  industrial  concern.  A  Nation-wide  plan  must  include  all  sorts 
of  establishments  and  workers  of  every  grade. 

Mr.  Swope  advocates  the  segregation  of  insurance  funds  by  companies;  that  is, 
each  concern  to  do  its  own  insuring,  in  combination  with  its  employees.  His  ovm 
experience  shows  that  it  works  out  very  well  with  his  own  company,  but  would 
it  not  turn  out  badly  in  the  case  of  most  concerns? 
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APPENDIX    B.    DENNISON    MANUFACTURING    CO. 

One  of  the  earliest  of  company  plans  of  unemployment  insurance  is  that  of  the 
Dennison  Manufacturing  Co.  The  company  started  it  in  1916.  It  has  been 
financed  entirely  by  the  company,  which  has  made  contributions  to  the  fund 
from  time  to  time. 

The  characteristics  of  this  plan  are:  1.  Only  permanent  employees  benefit. 
2.  A  permanent  employee  is  one  who  has  bad  6  months'  continuou.s  service  with 
the  company.  3.  Unemplo3-ed  persons,  without  dependents,  receive  50  percent 
of  their  normal  pay  (but  not  more  than  $18  nor  less  than  $8);  employees  with 
dependents  receive  70  percent  of  their  normal  pay  (but  not  more  than  $24  a  week 
nor  less  than  $8).  4.  The  plan  is  administered  by  an  unemployment-relief 
committee;  half  of  the  members  are  appointed  by  the  company  and  half  are 
elected  by  the  employees. 

In  1929  the  total  pay  roll  was  $3,780,000  and  the  total  benefits  paid  were 
$10,646.  In  1930,  with  a  pay  roll  of  $3,308,000,  the  benefits  ran  up  sharply  to 
$58,325.  Since  then  it  has  been  necessary-  to  laj^  off  an  unusually  large  number 
of  employees.  By  June  1932  the  fund  had  been  reduced  to  about  $15,000.  It 
was  decided  then  to  withhold  payments  until  fall,  as  it  was  felt  they  would  be 
of  more  value  during  the  winter  months. 

In  the  faU  of  1932,  when  the  matter  was  again  considered,  it  was  the  recom- 
mendation of  the  works  committee  that  payments  be  indefinitely  suspended  and 
be  resumed  upon  2  weeks'  notice  from  the  works  committee.  Since  that  time 
the  fund  has  been  entirely  inactive. 

One  of  the  defects  of  the  Dennison  plan  is  the  irregular  method  of  financing. 
It  started  ofi'  with  a  fund  of  $147,000  in  1919,  and  only  a  few  contributions  have 
been  made  since,  in  irregular  amounts.  It  would  have  been  better,  in  all  prob- 
ability, if  the  company's  contributions  to  the  fund  had  borne  some  definite  rela- 
tion to  the  annual  pay  roll. 

The  whole  scheme,  though  bearing  witness  to  the  company's  generosity,  is 
quite  unscientific  as  a  plan  of  unemployment  insurance. 

APPENDIX    C.    THE    SOCIAL    SECURITY    BILL 

The  American  Association  for  Social  Security  has  prepared  a  model  bill  similar 
to  that  of  the  Ohio  Commission.  This  was  drafted  in  the  summer  of  1933  by  a 
committee  of  experts  including  two  of  those  who  prepared  the  Ohio  biU.  It  is 
based  on  the  principle  of  a  state  pooled  fund. 

Coverage. — Employees  of  establishments  having  three  or  more  employees, 
including  employees  of  the  State  or  pohtical  subdivisions  thereof.  Excludes 
nonmanual  workers  with  salaries  of  $3,000  per  year  or  more;  farm  laborers; 
domestic  servants  where  less  than  two  are  kept;  workers  in  interstate  commerce; 
Government  employees  and  teachers  on  an  annual  salary  basis;  and  the  spouse, 
parent,  or  child  of  the  employer. 

Premiums. — Employers,  2  percent  of  pay  rolls,  subject  to  adjustment  after  3 
years.     Workers,  1  percent  of  wages;  State,  1  percent. 

Adjustment  of  employers'  premiums. — After  3  years'  experience  the  employers' 
premiums  are  to  be  adjusted  with  respect  to  the  hazards  of  unemployment  m  the 
various  establishments.  No  premiums  are  to  be  less  than  1  percent  nor  more 
than  4  percent  of  pay  rolls.  There  is  to  be  no  adjustment  of  workers'  or  State 
premiums. 

Benefits  for  total  uneviploymerd. — Single  worker,  40  percent  of  full-time  wages 
not  to  exceed  $10  per  week.  Additional  or  dependent  spouse  10  percent  of 
wages,  not  to  exceed  $2.50  per  week.  If  one  dependent  child,  an  additional  5 
percent  of  wages,  not  to  exceed  $1.25  or  if  two  or  more  dependent  children,  au 
additional  10  percent  of  Mages,  not  to  exceed  $2.50. 

Benefits  for  partial  unemployment.  —When  the  loss  of  wages  in  partial  unem- 
ployment exceeds  20  percent  of  full-time  wages,  benefits  are  paid  equal  to  50 
percent  of  the  loss  in  excess  of  said  20  percent,  plus  supplements  for  dependents. 
This  benefit  scale  is  designed  to  encourage  the  acceptance  of  partial  employment. 
The  total  of  earnings  and  benefits  during  partial  employment  always  exceeds  the 
benefit  for  total  unemployment  and  always  increases  as  the  percentage  of  em- 
ployment increases. 

Duration  of  benefits. — In  any  consecutive  52  weeks  the  total  benefits  shall  not 
exceed  26  times  the  benefit  for  1  week  of  total  unemployment.  After  exhaustion 
of  benefits,  no  further  benefit  shall  be  paid  until  the  worker  has  had  60  days  of 
unemployment  and  also  satisfies  the  qualifications  mentioned  in  the  next  para- 
graph. 
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Qualifications  for  benefit. — To  be  entitled  to  benefits  a  worker  must  have  had 
104  days  of  insured  employment  within  the  preceding  12  months,  or  (alternatively) 
160  days  of  insured  employment  in  the  preceding  24  months.  No  benefits  are 
paid  during  a  strike  or  lockout. 

Waiting  period. — No  benefits  are  paid  until  the  wage  loss  equals  4  weeks  full- 
time  wages.  Such  loss  need  not  be  consecutive  but  may  be  accumulated  over  a  12- 
month  period.  Only  such  waiting  period  shall  be  required  in  any  12  months. 
The  waiting  period  is  doubled  for  an  employee  who  has  lost  h.is  employment  for 
misconduct  or  has  voluntarilv  quit  without  just  cause. 

Seasonal  industries. — In  seasonal  industries  the  right  to  benefit  shall  apply 
only  to  the  longest  seasonal  period  which  the  best  practice  of  such  industry  will 
reasonably  permit.  The  commission  is  to  determine  such  seasonal  period  and 
fix  the  proportionate  number  of  weeks  required  for  qualification  and  the  propor- 
tionate number  of  weeks  for  which  benefits  may  be  paid.  ,  .  ^  ^ 

Insurance  fund. — All  contributions  are  pooled  in  one  fund  from  which  benefits, 
the  expenses  of  administration,  and  the  cost  of  free  public  employment  bureaus  are 

to  be  paid.  .  ■    ■        r  ,-,  .        • 

Administration. — An  unemployment  msurance  commission  of  three  members  is 
provided  to  administer  the  svstem.  There  is  also  to  be  a  State  advisory  council 
of  nine  members.  District  offices,  if  necessary,  and  local  free  employment  offices 
are  provided.  Appeals  from  decisions  of  local  managers  may  be  taken  to  district 
appeal  boards  and  then  to  the  commission.  Only  when  questions  of  law  are 
involved  can  an  appeal  be  taken  to  the  courts. 

Comments 
The  benefits  are  quite  small. 

The  provision  for  paying  benefits  on  account  of  part-time  employment  is  worth 
considering,  though  we' are  not  prepared  at  present  to  endorse  it. 

APPENDIX    D.    THE    OHIO    COMMISSIOX    BILL 

The  General  Assemblv  of  Ohio,  on  April  9,  1931,  created  an  unemployment 
insurance  commission,  whose  nine  members  were  appointed  by  the  Governor. 
This  commission  reported  on  October  26,  1932.  Their  report  includes  a  thorough 
survey  of  the  entire  question  and  actuarial  estimates  on  the  cost  of  unemploy- 
ment insurance.  .      .    1        r       c-i    i  ^    i  C      A 

The  commission  drafted  a  bill  based  on  the  principle  of  a  State  pooled  fund. 
This  bill  was  introduced  in  the  legislature  in  1933  and  was  passed  by  the  house  but 
failed  of  passage  in  the  senate.  ,      .        .,  i 

Coyeraae —Employees  of  establishments  having  three  or  more  employees. 
Excludes  nonmanual  workers  with  salaries  of  $2,000  per  year  or  more;  farm 
laborers;  domestic  servants;  workers  in  interstate  commerce;  Government  employ- 
ees; and  short-time  or  casual  laborers  for  a  period  of  less  than  4  weeks. 

Premiums.— Emplovers,  2  percent  of  pay  rolls,  subject  to  adjustment  after  6 
years      Workers,  1  percent.     No  State  contribution.  ^ 

Adjustment  of  employers'  premiums  — After  3  years'  experience,  employers 
premiums  are  to  be  adjusted  with  respect  to  the  hazards  of  unemployment  in  the 
various  establishments.  No  premiums  are  to  be  less  than  1  percent  nor  more 
than  BK  percent  of  pay  rolls.    There  is  to  be  no  adjustment  of  workers  premiums. 

Benefits  of  total  unempioymeni.- Benefits  are  to  be  50  percent  of  full-time  wages, 
not  to  exceed  $15  per  week.     No  supplement  for  dependents.      _ 

Benefits  for  partial  unemployment.— Where  the  loss  in  wages  in  partial  unem- 
ployment exceeds  40  percent  of  full-time  wages,  benefits  are  to  be  paid  on  the 
following  scale:  ^^„^^^  (percentage  of 

full-time  wages) 
.    Loss:  iQ 

40-55  percent on 

55-70  percent oq 

70-85  percent .q 

85  percent  and  over 

Where  fuU-time  wages  amount  to  more  than  $30,  these  percentages  are  to  be 

''%''urafonoffene^l^-ln  any  consecutive  12  months  the  total  benefits  shall  not 
exceed  16  times  the  benefit  for  1  week  of  total  unemployment. 

Qualifications  for  benefi!s.-To  be  entitled  to  benefits,  the  worker  must  have  had 
26  weeks  of  insured  employment  within  the  preceding  12  months,  or  (alterna- 
tively) 40  weeks  of  insured  employment  in  the  preceding  24  months. 
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Waiting  period. — No  benefits  are  paid  until  the  wage  loss  equals  3  weeks  full- 
time  wages.  Onl}^  one  such  waiting  period  shall  be  required  in  any  12  months. 
The  waiting  period  is  doubled  for  an  employee  who  has  been  discharged  for  just 
cause  or  has  voluntarily  quit  without  just  cause. 

Seasonal  industries. — -In  seasonal  industries  the  right  to  benefit  shall  apply  only 
to  the  longest  seasonal  period  which  the  best  practice  of  such  industry  will 
reasonably  permit.  The  commission  is  to  determine  such  seasonal  period  and  fix 
the  proportionate  number  of  weeks  required  for  qualification  and  the  propor- 
tionate number  of  weeks  for  which  benefits  may  be  paid. 

Insurance  fund. — All  contributions  are  pooled  in  one  fund  from  which  benefits, 
the  expenses  of  administration,  and  the  cost  of  free  public  employment  bureaus 
are  to  be  paid. 

Administration. — An  unemployment  commission  of  three  members  is  provided 
to  administer  the  system.  Branch  offices  and  local  free  employment  offices  are 
provided.  Appeals  from  decisions  of  local  managers  may  be  taken  to  local  appeal 
boards  and  then  to  the  commission.  An  appeal  may  be  taken  from  the  decision 
of  the  commission  to  the  court  of  common  pleas. 

The  Chairman.  Thank  you  very  much. 

The  next  witness  is  E.  J.  Harding,  of  the  Associated  General  Con- 
tractors of  America. 

Mr.  W.  A.  Snow.  I  am  here  representing  Mr.  Harding. 

STATEMENT  OF  W.  A.  SNOW,  REPRESENTING  THE  ASSOCIATED 
GENERAL  CONTRACTORS  OF  AMERICA 

Mr.  Snow.  I  am  a  member  of  the  national  staff  of  the  Associated 
General  Contractors.  I  have  a  statement  here  I  would  like  to  present 
to  the  committee  on  behalf  of  the  association  and  in  the  interest  of 
brevity  if  you  so  decide,  I  will  turn  it  over  to  the  reporter. 

The  Chairman.  Thank  you  very  much. 

Mr.  Snow.  The  Associated  General  Contractors  of  America,  whom 
I  represent,  desires  to  place  before  your  honorable  committee  certain 
facts  pertaining  to  the  probable  effect  on  the  business  of  general 
contracting  and  construction  industry,  which  will  result  if  and  when 
the  present  provisions  of  S.  1130  are  enacted  into  Federal  Law. 

(1)  Section  606  under  title  VI  exempts  governmental  agencies  from 
the  definition  "employer"  who  is  required  to  pay  the  excise  tax  as 
specified  in  section  601. 

General  contractors,  in  bidding  on  public  work,  will  have  to  include 
this  excise  tax  as  a  part  of  their  cost.  On  the  contrary,  the  govern- 
mental agency  when  compiling  its  estimate  of  cost  is  relieved  of  this 
cost  item,  thus  setting  up  an  unfair  competitive  situation  between 
the  general  contractor  and  the  governmental  agency,  all  in  favor  of 
the  latter.  This  is  due  to  the  fact  that  governmental  agencies  most 
generally  resort  to  the  day-labor  method  of  construction  when  they 
believe  that,  based  on  their  estimates,  the  work  in  question  can  be 
done  by  themselves  at  a  less  cost  than  the  lowest  responsible  bid 
received  from  general  contractors. 

We  therefore  recommend  that  the  bill  be  so  changed  as  to  provide 
that  when  any  governmental  agency  performs  construction  opera- 
tions with  its  own  forces,  that  is,  utilizes  the  day-labor  method,  it  shall 
contribute  to  State  and  Federal  social-insurance  funds  in  an  amount 
equal  to  that  which  a  general  contractor  would  have  had  to  contribute 
if  he  had  performed  the  same  construction  operation  under  contract. 
And  further,  that  such  contribution  be  made  from  the  appropriation 
for  the  specific  construction  project  and  become  a  part  of  the  cost 
thereof. 
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Any  further  tendency  of  governmental  aj^encies  to  impose  upon 
private  industry  taxes,  restrictions,  and  regulations  which  are  not  to 
be  equally  binding  on  governmental  agencies  if  and  when  they  com- 
pete with  private  industry,  will  only  serve  to  further  depress  iridustry 
and  seriously  retard  national  recover3^ 

We  are  apprehensive  as  to  the  result  of  the  broad  enabling  provision 
of  section  407,  title  V.  It  would  appear  that  the  various  States 
coming  under  the  act  might  create  reserves  in  the  form  of  a  pool  for 
each  industry.  General  contractors  in  a  State  where  the  act  applied, 
would  contribute  to  the  construction  industry  pool  in  the  form  of  a 
State  unemployment  insurance  tax.  State,  county,  and  municipal 
agencies  engaged  in  construction  utilizing  the  day-labor  method  would 
not  so  contribute  to  the  pool.  Private  investors  in  construction  then 
would  bear  the  entire  tax  contribution  for  the  construction  reserve  pool, 
which  would  in  times  of  stress  inure  to  the  benefit  of  not  only  con- 
struction workers  w^hose  employers  had  paid  the  tax,  but  also  to  those 
construction  workers  employed  by  the  tax-exempt  governmental 
agencies. 

It  must  be  borne  in  mind  that  it  has  been  estimated  that  approxi- 
mately 87  percent  of  the  unemployed  of  all  industries  who  have  been 
put  to  work  have  been  injected  into  the  construction  industry  in 
competition  with  regular  trained  and  experienced  construction 
workers.  If  reserves  are  set  up  in  each  State,  one  for  each  industry, 
we  recommend  that  in  order  to  provide  for  fair  and  equitable  dis- 
tribution of  unemployment  benefits,  the  construction  industry  be 
permitted  to  clearly  define  its  own  workers.  The  construction  in- 
dustry should  be  required  to  build  up  unemployment  reserve  funds 
only  for  the  benefit  of  its  own  employees  so  defined. 

The  failure  of  a  governmental  agency  to  make  contributions  to  a 
construction  industry  pool  when  it  engages  in  the  construction 
industry  would  make  the  contribution  requirements  of  the  private 
employer  engaged  in  construction  so  high  as  to  place  a  completely 
unfair  penalty  on  all  the  private  investors  in  construction. 

(2)  Another  point  that  we  herewith  wish  to  present  is  the  case  of 
the  so-called  "transients"  or  "interstate"  construction  worker.  He 
is  a  man  who  moves  over  the  country,  obtaining  work  wherever  he 
can.  It  is  not  clear  in  our  mind  just  how  the  proposed  unemployment 
compensation  funds  will  be  disbursed  on  his  behalf.  May  we  rec- 
ommend that  the  bill  provide  some  means  whereby  the  Federal 
Government  will  take  the  responsibility  for  providing  unemployment 
benefits  to  an  employee  in  the  construction  industry  who  may  have 
worked  a  sufficient  length  of  time  to  entitle  him  to  such  benefits,  but 
whose  employment  has  been  within  several  States.  Such  a  function 
by  the  Federal  Government  would  render  a  most  valuable  service  to 
both  the  States  and  such  transient  workers. 

The  Chairman.  The  next  witness  is  J.  F.  Kolb,  representing  the 
National  Metal  Trades  Association. 

STATEMENT  OF  J.  F.  KOLB,  DIRECTOR  OF  INDUSTRIAL  RELATIONS 
NATIONAL  METAL  TRADES  ASSOCIATION,   CHICAGO,  ILL. 

Mr.  Kolb.  Mr.  Chairman  and  gentlemen  of  the  committee,  I 
represent  somewhat  over  900  manufacturers  of  metal  products  of 
the  United  States  in  our  association. 
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With  your  perjnission  I  will  read  what  I  have  to  say,  because  I 
suspect  that  some  of  the  members  may  want  to  question  me. 

I  approach  the  discussion  of  the  Wagner  bill,  S.  1130,  before  this 
committee  with  an  appreciation  of  the  gravity  of  the  policies  involved 
and  their  impracticability  which  we  believe  would  work  a  great 
injury  and  hardship  on  employers  and  employees.  We  believe  the 
economic  results  of  the  operation  of  its  policies  would  be  impractical 
and  therefore  very  undesirable. 

The  wide-spread  sympathetic  interest  in  the  matter  of  unemploy- 
ment and  consequent  loss  of  income  by  workmen  and  their  dependents 
should  not  be  used  as  a  criteria  or  propaganda  for  securing  unsound 
social  legislation,  which  perhaps  would  not  only  fail  to  secure  antici- 
pated advantages,  but  would  introduce  detrimental  economic  factors. 

We  believe  that  the  continued  use  of  the  expression  "unemploy- 
ment insurance"  is  a  vicious  one,  largely  fomented  by  people  inter- 
ested in  having  the  State  project  itself  into  the  problem,  the  assump- 
tion of  which  would  mean  only  a  dole  when  the  money  reserves  give 
out  thus  supplying  the  lazy  a  vehicle  to  secure  a  release  from  work 
with  adequate  support  supplied  by  industrious  employers  and 
employees. 

Our  association  has  been  engaged  in  a  study  of  social  security  for 
several  years  including  the  laws,  their  applications  and  results, 
obtained  in  England  and  Germany. 

We  find  upon  summing  up  the  arguments  and  facts  concerning 
State  unemployment  insurance,  that  as  an  insurance  plan  all  calcula- 
tions have  broken  down.  A  fundamental  principle  of  actuarial  science 
is  that  insurance  must  be  effected  on  a  mathematical  basis.  The  risk 
of  unemployment  is  not  subject  to  mathematical  measurement  with 
sufficient  accuracy  to  permit  the  use  of  insurance  methods  of  indem- 
nification. 

The  association  believes  that  theories  proposed  by  the  advocates 
of  State  unemployment  insurance  and  other  types  of  social  insurance 
are  unsound  and  that  some  undesirable  situations  will  be  sure  to 
develop  if  these  proposals  are  made  compulsory  through  congres- 
sional and  legislative  action. 

The  association  believes  that  the  proposed  measures  for  Federal  or 
State  social  insurance  plans  are  unwise,  and  that  if  enacted  they  will 
retard,  rather  than  advance,  the  welfare  of  our  people  as  a  whole. 
The  time  required  for  accumulating  reserves  for  financing  unemploy- 
ment benefits  completely  eliminates  the  possibility  of  providing  such 
benefits  for  those  now  unemployed.  Further  the  necessities  required 
by  those  now  unemployed  must  be  provided  by  private  or  public 
relief  agencies.  A  permanent  cure  can  be  effected  only  by  removing 
one  by  one  the  underlying  causes  of  fluctuating  employment,  and  by 
assisting  the  honest  and  thrift}''  American  workman  in  financing 
himself  through  periods  of  temporary  unemployment.  Recognizing 
the  above  as  fundamental,  the  employer,  the  employee,  and  their 
representatives  in  government  should  unite  on  a  common  ground  and 
reject  all  proposals  which  restrict  these  privileges. 

The  committee's  study  of  the  experience  in  England  and  Ger- 
many  

Senator  King  (interposing).  What  committee? 

Mr.  KoLB.  Our  committee  of  the  association. 

109780— 35— PT  10 6 
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The  committee's  study  of  the  experience  in  England  and  Germany 
with  unemployment  compensation  helped  them  and  no  doubt  will 
help  you  to  more  correctly  interpret  and  evaluate  proposals  of  similar 
ideas  for  adoption  by  legislative  bodies  in  this  country. 

The  experiences  of  these  two  coimtries  indicate  that  they  could  not 
resist  the  urge  to  liberalize  their  plan  and  in  each  case  were  prevailed 
upon  to  increase  the  rate  of  benefit  several  times,  and  subsequently 
have  been  unable  to  stop  payments  of  benefits  undertaken.  In 
other  words,  instead  of  stopping  benefits  at  the  end  of  the  weeks 
suggested  by  the  plan,  they  have  been  continued  indefinitely  as  long  as 
there  was  unemployment.  The  experiences  of  these  countries  have 
indicated  the  unemployed  cannot  easily  be  induced  to  seek  work 
since  the  unemployment  benefits  or  dole  have  furnished  adequate 
support  and  tends  to  develop  chronic  loafers. 

The  introduction  of  unemployment  compensation  plans  in  other 
countries  has  been  accompanied  by  the  development  of  most  other 
forms  of  social  security  programs  such  as  old-age  pension,  health, 
invalidity,  mother  pensions,  and  so  forth.  Therefore,  the  cost  of  the 
whole  program  must  be  considered  to  help  you  more  adequately 
appreciate  the  possible  total  cost  to  industry  rather  than  any  one 
part  of  the  program  because  if  unemployment  compensation  laws  are 
enacted  such  legislation  will  be  followed  immediately  by  others  until 
the  w^hole  program  of  social  security  will  become  legally  a  financial 
burden  on  industry. 

Social-insurance  expenditures  have  reached  peaks  of  15  percent  of 
pay  rolls  in  Germany  and  13  percent  of  pay  rolls  in  England  and  a 
probable  cost  for  similar  services  in  this  country  was  estimated  at 
17  percent  of  pay  rolls  by  a  select  committee  of  the  United  States 
Senate  submitted  in  1932.  In  England  over  a  period  of  7  years, 
approximately  50  percent  of  the  workers  have  not  received  benefits 
from  their  unemployment-benefit  plans.  In  other  words,  they  paid 
into  it  all  the  time  and  did  not  take  anything  out. 

Senator  Connally.  Was  this  because  they  continued  to  be 
employed? 

Mr.  KoLB.  Yes. 

Senator  Connally.  They  are  better  off  that  they  did  not  draw 
anything. 

Mr.  KoLB.  I  grant  that. 

To  continue:  In  England  over  a  period  of  7  years,  approximately 
50  percent  of  the  workers  have  not  received  benefits  from  their 
unemployment-benefit  plans,  another  35  percent  less  than  one-tenth 
of  the  time,  while  the  remaining  15  to  25  percent  are  on  the  dole  a 
large  portion  of  the  time.  Other  interesting  facts  secured  from  this 
study  indicate  that  a  great  majority  of  British  industry  with  7,800,000 
workers  were  distinctly  profitable  to  the  fund,  7  industries  with 
2,700,000  workers  were  only  slightly  unprofitable,  and  G  industries 
with  less  than  2,000,000  workers  were  highly  unprofitable  to  the  fund, 
drawing  out  $48,665,000  more  than  they  had  paid  in. 

The  additional  financial  burden  placed  on  industry  by  this  proposal 
even  if  entirely  paid  by  employers  in  the  first  instance  becomes  either 
an  addition  to  the  cost  of  labor,  tlius  increasing  the  price  of  goods,  or 
must  become  a  deduction  from  the  pay  envelops  of  the  employees. 

Senator  King.  If  I  understand  those  figures,  that  would  mean  that 
in  Great  Britain  certain  industries  were  so  efficiently  operated  or  were 
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SO  lucky,  to  use  the  expression  of  one  of  the  witnesses,  Dr.  Epstein, 
as  that  they  had  substantially  uniform  employment  and  they  had  to 
bear  the  burden  of  those  industries  wiiore  they  did  not  have  uniform 
employment,  and  were  not  so  lucky  in  their  operations. 

Mr.  KoLB.  That  is  true. 

Senator  King.  If  all  of  them  had  been  as  economically  administered 
or  were  as  lucky  in  the  class  of  work  which  they  were  doing,  then  the 
amount  of  tax  imposed  would  have  been  very  much  less  than  that 
which  in  the  aggregate  was  collected. 

Mr.  KoLB.  Unquestionably.  Therefore,  in  either  case,  the  workers 
must  pay  the  bill. 

Senator  King.  The  worker  or  the  public? 

Mr.  KoLB.  The  worker  and  the  public,  in  general  of  course;  but 
after  all  this  bill  contemplates  taxing  practically  everybody,  therefore 
it  is  the  worker  who  will  pay  the  bill. 

If  this  bill  should  become  a  law  and  results  were  obtained  similar 
to  English  experience  approximately  80  percent  of  our  workmen  would 
be  compelled  to  support  the  remaining  20  percent  in  idleness,  which  is 
obviously  very  unfair. 

Since  this  bill  does  not  require  direct  employee  contributions  for 
the  unemployment  compensation  they  are  denied  an  incentive  to 
assist  in  reducing  unemployment  and  its  costs. 

This  bill  is  very  unfair  in  that  it  does  not  provide  for  tax  reductions 
for  good  employment  experience,  which  again  suggests  possible  dupli- 
cation of  English  and  German  experience. 

Section  602  E  is  very  undesirable  because  it  introduces  controversial 
matters  and  will  cause  workmen  to  look  upon  the  receipt  of  doles  as 
a  constitutional  right  rather  than  as  an  emergency  privilege.  Assured 
that  their  income  wiU  continue  even  at  half  of  normal,  many  workmen 
welcome  an  extended  vacation.  They  are  not  worried  or  disturbed 
at  their  loss  of  work,  and  not  only  refuse  to  search  for  new  jobs  but 
decline  to  accept  jobs  with  lower  rates  of  pay  than  they  have  usually 
received. 

Under  N.  R.  A.  we  have  found  that  a  number  of  people  receiving 
doles  or  benefits  of  one  type  or  another  have  refused  to  accept  employ- 
ment that  paid  more  merely  because  they  were  afraid  they  would  be 
removed  from  the  dole  in  the  community. 

These  people  are  unwilling  to  shift  into  occupation  less  skilled  or 
lower  paid  or  to  go  into  other  locpJities,  but  simply  sit  down  and  wait 
for  "good  times."  Initiative  is  undermined,  and  the  will  to  work 
is  sapped. 

All  of  this  tends  to  destroy  individual  initiative  and  to  slow  down 
and  hamper,  if  not  actually  to  prevent,  the  economic  readjustments 
during  periods  of  business  depression  which  are  necessary  to  restore 
prosperity. 

Because  of  inequitable  conditions  imposed  by  Federal -State  com- 
pensation plan  if  applied  generally  to  industry,  our  association  believes 
it  would  penalize  employers  or  industries  maintaining  relatively  stable 
employment  and  would  not  induce  industries  having  unstable  employ- 
ment to  avoid  seeking  means  of  stabilizing  employment  to  reduce 
possible  unemployment  costs. 

The  adoption  of  the  program  contemplated  by  the  Economic 
Security  Act  will  eventually  increase  unemployment  by  further 
impairing  the  purchasing  power  of  the  consumer.     The  increased 
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burdens  placsd  upon  productive  enterprise  by  such  a  program  must,, 
unless  industry  is  to  be  completely  prostrated,  be  passed  on  to  the 
consumer. 

Haste  in  enacting  legislation  of  this  character  is  unnecessary.  It 
is  universally  recognized  that  social  legislation  of  this  character 
cannot  offer  any  immediate  help  in  alleviating  unemployment. 
While  the  proponents  of  this  program  frankly  admit  that  it  is  experi- 
mental, it  should  be  recognized  that  State  legislation  which  the  pro- 
gram contemplates  will  no  doubt  be  permanent,  notwithstanding 
the  fi)ct  that  the  experiment  may  reveal  the  principle  involved  in  the 
Economic  Security  Act  and  State  legislation  en:icted  pursuant  thereto 
is  unsound. 

The  adoption  of  this  program  at  this  time  would  imjjose  a  serious 
and  indefensible  tax  burden  on  private  enterprise  at  a  time  when 
productive  industry  is  already  so  overburdened  with  taxation  that 
opportunities  for  emplo.yment  are  now  seriously  impaired. 

This  measure  is  an  unwarranted  attempt  to  use  the  taxing  power 
of  the  Federal  Government  to  coerce  States  into  the  passage  of 
legislation  on  a  suliject  which  lies  outside  of  the  constitutional  powers 
of  Congress. 

We  believe  State-operated  compulsory  unemployment-compensa- 
tion plans  and  old-age  pensions  with  State  pooled  funds  are  unsound 
because  such  plans  will  probably: 

1.  Tend  to  aggravate  the  disparity  between  prices  of  agriculture 
and  manufactured  products. 

2.  Impair  confidence  in  public  finance. 

3.  Penalize  employers  who  have  created  irrevocable  trust  funds  for 
establishing  voluntary  unemployment  or  old-age  reserve  funds. 

Senator  King.  What  do  you  think  will  be  done  to  those  organiza- 
tions that  have  those  trust  funds? 

Mr.  KoLB.  They  would  lose  those  funds  unless  such  legislation  or 
enactment  of  Congress  permitted  Congress  to  pay  it  back  from  the 
trust  companies  that  have  those  funds  in  their  keeping.  In  many 
cases  they  have  taken  that  out  of  profit  and  put  it  into  these  funds 
for  the  benefit  of  employees,  and  tied  it  up  irrevocably  in  order  to 
eliminate  the  possibility  of  anyone  saying  the}^  were  controlhng  the 
fund. 

Senator  Connally.  Could  that  not  be  corrected  very  easily? 
Could  they  not  utilize  the  income  from  that  to  take  the  place  of  what 
they  are  forced  to  pay  or  reimbursing  the  heirs  of  the  person  making 
the  claim  with  interest? 

Mr.  KoLB.  Those  plans  that  I  am  familiar  with  are  so  tied  up  that 
the  company  putting  the  funds  under  the  trustee  agreement  have 
no  right  to  any  portion  of  the  fund  or  earnings  therefrom. 

Senator  Connally.  But  in  the  law,  where  the  purpose  of  the  trust 
fails  for  any  reason,  there  is  a  doctrine — I  can't  remember  the  name 
of  it  just  at  the  moment — what  is  that,  Senator  King? 

Senator  King.  The  doctrine  of  cy  pres. 

Senator  Connally.  Yes;  the  doctrine  of  cy  pres. 

Mr.  KoLB.  That  is  a  question  I  am  not  prepared  to  answer. 

Senator  King.  I  do  not  think,  Senator  Connally,  that  where  it  has 
been  impressed  with  trust  features  of  a  fiduciary  character  it  could 
be  thrown  into  a  national  fund. 

Senator  Connally.  Perhaps  not. 
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Senator  King.  Or  a  State  fund  to  be  divided  among  all  of  the 
unemployed. 

Senator  Conn  ally.  But  our  laws  and  Constitution  do  not  make 
impossibilities  and  absurdities,  and  the  fact  that  they  have  made  such 
an  agreement  under  certain  State  laws  or  under  any  set  of  circum- 
stances would  not  mean  that  they  had  to  be  consigned  to  it  under 
other  circumstances.  Courts  of  equity  have  the  power  to  settle  those 
matters.  That  is  not  an  insuperable  objection  to  this  legislation  at 
all.  You  could  go  into  a  court  of  equity  and  modify  the  conditions 
of  the  trust  or  refund  it  to  the  donors. 

Mr.  KoLB.  That  might  be  possible,  Senator. 

4.  Place  additional  administrative  cost  on  the  employer  to  comply 
with  provisions  of  the  law. 

5.  Induce  legislation  to  satisfy  demands  for  increased  .income, 
extended  coverage,  and  longer  periods  of  protection. 

6.  Increase  materially  Government  expenditures  for  administra- 
tive purposes. 

7.  Result  in  increased  cost  of  production. 

8.  Reduce  individual  real  wage. 

9.  Benefit  certain  groups  of  workmen  at  the  expense  of  others. 

10.  Give  State  officials  authority  to  decide  whether  an  employer 
is  offering  a  workman  suitable  work  at  a  proper  wage. 

11.  Place  the  cost  for  the  support  of  the  shiftless  and  unemployable 
upon  the  thrifty  and  industrious. 

Senator  Connally.  It  would  not  do  that  with  the  unemployed 
because  the  unemployed  would  not  have  had  a  job  and  could  not 
have  lost  it. 

Mr.  Kolb.  Experience  in  these  other  countries  seems  to  indicate 
that  there  is  a  large  portion  of  the  people  that  will  remain  unemployed. 
As  a  matter  of  fact,  w^hen  their  acts  were  established  and  starting 
working,  they  found  that  their  unemployed  increased  materially,  and 
it  is  anticipated  that  v/e  will  have  the  same  thing  here. 

Senator  Connally.  I  can  see  that,  but  the  unemployable,  the  man 
that  is  not  able  to  work,  would  not  work  and  would  not  lose  the  job. 
It  would  be  the  part-time  man  more  than  the  man  without  a  job. 

Mr.  Kolb.  Not  necessarily.  You  see,  some  men,  perhaps  because 
of  afflctions  or  technological  change  in  industry  become  superannu- 
ated, and  for  those  employees,  they  would  not  be  employable  in  one 
sense  whereas  physically  they  would  be  able  to  carry  on  if  it  were 
possible  to  find  suitable  employment.  A  lot  of  conditions  inject 
themselves  that  affect  that  problem  materially.  Our  associations' 
conclusions  briefly  stated  include: 

1.  We  are  actively  opposed  to  enactment  of  Federal  controlled 
State-operated  unemployment  insurance  or  old-age  compensation 
laws. 

2.  We  recommend  that  the  President  appoint  a  commission  to 
coordinate  Federal,  State,  and  local  studies  in  the  field  of  social 
security  to  determine  possible  need  before  legislation  is  attempted. 

I  hinted  a  while  ago  that  there  is  no  haste  in  doing  this  job,  and  we 
fear  that  hasty  action  on  this  matter,  which  I  do  not  expect  you 
gentlemen  to  take,  no  hasty  action,  is  apt  to  introduce  complications 
that  are  going  to  be  very  embarrassing  to  industry. 

3.  State  control  of  unemployment  compensation  should  never  be 
permitted  to  go  beyond  general  supervisory  responsibility. 


862 


ECONOMIC    SECURITY    ACT 


4.  Company-operated  unemployment  compensation  plans  present 
opportunities  for  successful  operation  and  employers  should  be  per- 
mitted to  continue  to  develop  their  own  plans  which  would  be  con- 
tributory with  individual  employee  deposits  to  improve  rather  than 
destroy  employer-employee  relations  and  yet  keep  the  plan  within 
sane  limits. 

In  connection  with  that  one  thought,  1  have  another  here  in  my 
notebook  which  I  would  like  to  add.  Under  these  voluntary  plans 
there  would  be  a  large  loss  to  employers.  That  would  be  largely 
because  they  could  not  be  coordinated  with  a  plan  such  as  is  suggested 
by  this  measure. 

Second,  there  would  be  a  cancelation  of  accrued  credit  due  employ- 
ees, and  that  would  seriously  affect  the  morale  of  employees;  in  other 
words  they  would  lose  that  money. 

Another  thought  that  might  be  injected  there,  hinted  at  a  moment 
ago,  is  the  killing  of  the  incentive  to  save  for  old-age  purposes,  and 
that  is  true  for  generations  in  this  country.  Men  have  built  up  an 
equity  of  one  kind  or  another  either  in  real  estate,  bonds,  or  cash  for 
the  purpose  of  taking  care  of  themselves  in  old  age.  If  we  killed  that 
incentive,  it  will  prevent  or  largely  eliminate  men  building  up  a 
sufficient  reserve  to  take  care  of  themselves  in  the  event  superannua- 
tion hits  them  earlier  than  they  had  anticipated.  In  other  words, 
we  fear  this  will  have  a  tendency  to  induce  them  not  to  lay  up  or 
accumulate  for  their  old  age  a  sufficient  amount  to  take  care  of  them 
in  the  event  superannuation  hits  them  before  age  65,  and  that  is 
happening  right  along. 

Senator  Couzens.  What  w^ould  you  do  with  a  man  who  has  lost 
all  of  his  money  in  the  banks  and  stock  market  and  things  like  that? 

Mr.  KoLB.  I  lost  darn  near  all  I  had  that  way,  and  I  have  not  been 
able  to  answer  that  question  to  my  satisfaction. 

Senator  Couzens.  No  one  has  destroyed  thrift  any  more  than 
business  itself  has  through  high-pressure  salesmanship  in  installment 
sales,  and  as  long  as  the  greed  that  was  behind  that  drive  existed, 
there  was  no  incentive  for  thrift.  If  it  reestablishes  itself,  you  will 
never  have  thrift. 

Mr.  KoLB.  I  hope  it  won't  reestablish  itself. 

Senator  Black.  Do  you  think  the  incentive  you  speak  of  for  thrift 
has  been  a  howling  success? 

Mr.  KoLB.  I  think  it  has. 

Senator  Black.  What  percentage  of  the  people  would  you  say  now 
can  live  on  that  which  they  have  saved  from  their  work? 

Mr.  KoLB.  I  cannot  give  you  that  percentage.  I  can  give  you  a 
general  statement  about  it.  America  is  the  one  country  in  all  the 
world  that  is  considered  the  home-owning  country.  More  people  in 
this  country  own  their  own  homes  than  any  other  country  on  earth. 

Senator  Black.  How  many  of  them  would  own  them  now  if  it 
hadn't  been  for  the  Home  Owners'  Loan  Corporation? 

Mr.  Kolb.  a  very  large  proportion  of  them. 

Senator  Connally.  Does  that  include  France? 

Mr.  KoLB.  It  includes  all  countries. 

Senator  Connally.  You  say  that  the  United  States  has  a  larger 
percentage  of  home  owners  than  any  other  country? 

Mr.  Kolb.  I  think  that  is  true. 
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Senator  Connally.  I  was  led  to  believe  that  France  has  one  of  the 
highest  percentages.  I  understand  that  60  percent  of  the  French 
farmers  own  their  own  farms,  and  that  is  a  larger  percentage  than 
obtains  in  America. 

Mr.  KoLB.  I  am  not  certain  of  that  figure. 

Senator  Black.  What  company  are  you  connected  with? 

Mr.  KoLB.  National  Metal  Trades  Association. 

Senator  Black.  How  many  employees  do  they  have? 

Mr.  KoLB.  I  cannot  give  you  the  number  of  employees  because 
that  has  fluctuated  so  violently  during  this  depression. 

Senator  Black.  Do  you  believe  that  as  many  as  10  percent  of 
them  have  been  able  by  reason  of  this  incentive  that  we  have  been 
depending  upon  to  save  up  so  as  to  take  care  of  themselves  throughout 
the  period? 

Mr.  Kolb.  Yes;  there  is  no  question  about  that. 

Senator  Black.  You  think  so?  Have  you  read  the  figures  given 
out  by  the  insurance  companies  who  have  had  a  study  of  that  made, 
of  the  individuals  who  found  themselves  helpless  and  destitute 
at  65? 

Mr.  Kolb.  Yes,  sir. 

Senator  Black.  That  does  not  indicate  that  it  has  been  very  suc- 
cessful? 

Mr.  Kolb.  But  this  particular  depression  we  have  had  has  been 
of  a  very  unusual  character. 

Senator  Black.  This  was  before  the  depression  started.  These 
figures  have  come  out — insurance  salesmen  have  given  them  to  you, 
haven't  they? 

Mr.  Kolb.  Oh,  yes,  but  salesmen  give  you  a  lot  of  things  to  induce 
buying. 

Senator  Black.  I  agree  with  that,  but  you  know,  do  you  not,  that 
they  made  a  study  over  the  entire  Nation  in  order  to  find  out  what 
percentage  the  people  had  been  able  to  save  from  what  they  had 
made? 

Mr.  Kolb.  Yes. 

Senator  Black.  And  you  do  know,  do  you  not,  Mr.  Kolb,  as  a 
matter  of  observation  to  anybody  that  ever  made  a  study  of  it,  that 
depending  on  the  individual's  own  wages  in  this  country  and  farm 
prices,  it  has  failed  insofar  as  giving  people  enough  to  live  on  if  con- 
cerned after  they  reach  the  age  of  65  or  after  they  get  out  of  work? 

Mr.  Kolb.  Well,  as  a  matter  of  fact,  the  oncoming  generation 
usually  takes  care  of  those  who  reach  age  65. 

Senator  Black.  That  gets  down  to  a  different  proposition.  Your 
idea  was  that  we  ought  to  continue  to  depend  altogether  on  individual 
thrift.     It  has  not  succeeded,  has  it? 

Mr.  Kolb.  I  believe  it  has. 

Senator  Black.  Your  judgment  is  that  the  20  milhon  people  out 
of  work  now,  and  with  the  Home  Owners'  Loan  Corporation  trying 
to  save  homes  by  the  bilhons  of  dollars,  the  Federal  land  banks 
trying  to  save  farms  by  the  billions  of  dollars,  and  with  the  farmers' 
debts  up  to  the  extent  that  they  hold  twice  as  much  as  their  gross 
annual  income,  that  it  has  been  a  great  success? 

Mr.  Kolb.  I  believe  it  has  in  general.  This  has  been  an  unusual 
period  and  I  think  that  even  the  best  of  us  have  lost  practically 
everything  during  this  period,  and  it  could  not  have  been  headed 
off  under  any  conditions. 
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Senator  Black.  Those  individuals  were  not  responsible  for  that, 
were  they? 

Mr.  KoLB.  No;  individuals  were  not  responsible  because  this  was 
world-wide. 

Senator  Black.  Under  the  theory  of  our  system,  we  are  supposed 
to  have  those  panics  and  depressions  at  least  once  or  twice  every  10 
years. 

Mr.  KoLB.  Something  like  that. 

Senator  Black.  Then  the  idea  is  for  a  man  to  be  thrifty  and  save 
up  enough  so  that  in  5  years  it  is  gone? 

Mr.  KoLB.  Most  of  the  employees  that  we  have  to  do  with  do 
not  lose  all  of  it  in  that  length  of  time.  This  period  of  depression  has 
been  a  very  unusual  one  and  has  put  remarkable  strain  on  everyone. 

Senator  Black.  Each  one  lasts  longer  than  the  one  before,  does  it 
not? 

Mr.  KoLB.  Yes.  But  in  the  event  that  your  social  security  act 
had  been  in  effect,  it  would  not  have  been  able  to  have  dealt  with 
this  problem  in  any  effective  manner  in  any  way  at  all,  because  first 
it  would  only  run  for  a  few  weeks  and  then  stop. 

Senator  Black.  That  is  unemplo3^ment  insurance. 

Mr.  KoLB.  Yes.  Of  course  your  old-age  matter  would  run  in- 
definitely for  those  of  a  certain  age,  but  in  the  large  portion  of  the 
people  affected  during  thisparticular,  this  depressional  period,  they  have 
been  of  all  ages.  Here  in  Washington,  due  to  a  recent  survey  they 
found  that  40  percent  of  the  people  unemployed  are  under  25,  I 
believe.  The  next  point  is  this  superannuation  which  will  include  a 
relatively  large  number  which  would  not  be  covered  by  either  part  of 
the  act. 

Senator  Black.  Then  if  I  get  your  idea,  or  the  idea  of  your  asso- 
ciation, it  is  this:  That  the  system  wliich  has  operated  is  depending 
altogether  on  individual  thrift  that  has  been  a  success? 

Mr.  KoLB.  It  has. 

Senator  Black.  And  therefore  you  want  to  continue  with  the  same 
old  system  of  depending  upon  the  indi\ddual  thrift  to  save  up  enough 
to  take  care  of  his  sicloiess,  to  take  care  of  his  illness,  to  take  care  of 
his  accidents,  to  take  care  of  liis  family  in  case  of  death,  to  take  care 
of  himself  in  case  of  old  age,  and  take  care  of  himself  if  he  is  unem- 
ployed. 

Mr.  KoLB.  That  is  right.  We  believe  if  you  eliminate  the  incen- 
tive to  save,  it  will  destroy  one  of  the  best  values  in  American  life. 

Senator  Black.  And  you  believe  it  has  been  thorouglily  successful? 

Mr.  KoLB.  I  believe  it  has. 

Senator  Connally.  Of  course  it  would  be  bad  to  destroy  entirely 
the  incentive  to  save.  But  would  this  necessarily  do  this?  Would 
not  the  great  mass  of  people  now  thrifty  and  wanting  to  save,  would 
they  not  still  have  the  same  impulse  to  save  and  not  be  forced  to. 
accept  semicharitj^,  you  might  say,  in  the  form  of  old-age  pensions, 
or  if  they  did,  to  have  something  over  and  above  what  they  would 
get  from  old-age  pensions;  and  is  not  also  true  that  thrift  and  all  that 
pertains  to  it  among  certain  classes  of  our  people,  people  who  are 
efficient  and  who  have  that  inbred  in  them,  and  that  millions  of  our 
people  live  from  hand  to  mouth?  Even  in  the  higher  brackets,  we 
have  men  who  make  large  salaries  and  by  the  end  of  the  month  they 
have  it  all  spent.     Isn't  that  true? 
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Mr.  KoLB.  Yes;  that  is  true.  It  is  difficult  to  express  in  terms  of 
percentages  those  we  believe  who  might  be  able  to  continue  operating 
as  we  have  in  the  past  and  satisfy  the  questions  set  up  by  the  other 
Senator. 

Senator  Connally.  The  fact  that  I  am  going  to  get  when  I  am  65 
a  little  hand-out  is  a  little  deterrent  from  saving,  but  it  would  not 
wholly  destroy  the  incentive.  You  say  that  it  would  wholly  destroy 
it;  I  do  not  believe  it  would  wholly  destroy  it. 

The  Chairman.  You  perhaps  used  too  strong  an  expression  in  that 
regard. 

Mr.  KoLB.  Yes. 

The  Chairman.  Have  you  finished  your  statement? 

Mr.  KoLB.  The  concluding  statement  is:  Therefore,  Mr.  Chair- 
man and  members  of  the  committee,  we  urge  you  as  a  matter  of 
promoting  national  and  individual  well-being  to  report  this  bill 
unfavorably. 

Senator  Connally.  You  represent  the  National  Metal  Trades 
Association? 

Mr.    KoLB.  Yes,    sir. 

Senator  Connally.  What  kinds  of  concerns  are  members  of  that? 

Mr.  KoLB.  Large  and  small  manufacturing  companies,  manufactur- 
ing metal  products,  from  the  Mississippi  River  east  to  the  Atlantic 
seaboard  and  from  the  chain  of  lakes  on  the  north  to  the  Mason-Dixon 
line. 

Senator  Connally.  Would  the  United  States  Steel  Corporation  be 
one  of  them? 

Mr.  KoLB.  They  are  not  one.  There  are  several  of  the  large 
employers  who  consider  themselves  self-sufficient  in  matters  with 
which  we  deal. 

Senator  Connally.  And  they  do  not  belong  to  your  association? 

Mr.  KoLB.  That  is  correct. 

Senator  Connally.  How  many  of  those  concerns — you  say  you 
have  900  of  them — how  many  of  them  now  have  unemployment 
systems? 

Mr.  KoLB.  I  cannot  give  you  a  definite  statement  about  that. 
Several  of  them  do  have,  and  quite  a  number  of  them  have  old-age- 
pension  plans  that  have  been  inaugurated.  Some  of  them  have  sizable 
sums  tied  up  that  they  will  not  be  able  to  recover  except  by  court 
process. 

Senator  Connally.  Do  you  believe  the  establishment  of  those  funds 
would  eliminate  thrift? 

Mr.  KoLB.  As  far  as  these  corporations  are  concerned,  they  will 
continue  to  do  what  they  did  before.  They  are  following  up  their 
little  bit,  and  without  regard  to  the  others. 

Senator  Connally.  I  think  the  employees  should  contribute  in  this 
bill.     Then  you  would  be  in  a  way  encouraging  thrift. 

Mr.  KoLB.  I  believe  in  that.  If  the  employee  is  to  participate  by 
contributing,  he  will  try  and  conserve  the  fund  and  eventually  will  be 
the  recipient  of  a  larger  measure  of  benefits. 

The  Chairman.  Thank  you,  Mr.  Kolb.  The  next  witness  is 
Stanley  Latshaw,  of  the  National  Publishers  Association. 
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STATEMENT    OF   STANLEY   LATSHAW,   REPRESENTING   THE   NA- 
TIONAL PUBLISHERS  ASSOCIATION,  NEW  YORK,  N.  Y. 

Mr.  Latshaw.  What  I  had  intended  to  say,  Mr.  Chairman  and 
gentlemen,  has  been  largely  said  by  some  of  the  preceding  speakers, 
and  as  time  is  getting  late  I  will  try  to  make  only  a  very  few  com- 
ments. 

I  am  representing  in  a  way  the  periodical  publishers. 

Senator  King.  By  that  do  you  mean  the  metropolitan  press  as 
well? 

Mr.  Latshaw.  No;  these  are  the  periodical  publishers — farm 
papers,  religious  papers,  scientific,  and  so  forth. 

Senator  Connally.  Magazines? 

Mr.  Lathsaw.  Magazines. 

However,  I  am  not  here  as  the  result  of  the  collection  of  data  and 
the  collection  of  opinions  of  these  publications  representing,  as  I  say, 
something  more  than  4,000  of  all  sorts  of  political  and  economic 
points  of  view  unless  we  conducted  a  referendum,  it  would  be  imipos- 
sible  for  anyone  to  speak  definitely  with  respect  to  the  views  upon  such 
a  large  and  varied  organization.  So  that  anything  that  I  might  say  is 
said  with  the  backing  of  the  officials  of  the  organization  and  is  in 
advance  of  the  collection  of  data  which  we  now  have  in  progress. 

We  represent  a  business  of  $300,000,000,  probably,  with  an  employ- 
ment roll  of  some  100,000  or  more  and  about  11,000 — we  have  to  take 
it  from  the  census  figures,  as  the  combination,  because  it  has  not  been 
broken  down  between  metropolitan  newspapers  and  periodicals — 
a  total  of  some  11,524  of  whom  11,000  roughly  employ  50  persons  or 
less.  The  nature  of  our  business  is  such  that  our  wages  are  high  and 
our  employment  is  stabilized  to  a  degree  I  think  that  is  unequaled 
in  the  other  large  industries. 

We  therefore  have  in  the  matter  of  employment,  the  minimum 
peaks  and  valleys  of  employment  and  unemployment,  and  I  think 
that  according  to  the  figures  of  the  National  Industrial  Conference 
Board,  the  rate  of  wages  paid  in  our  industry  over  the  period  of  the 
last  10  years  has  been  the  highest  paid  by  any  large  industry,  with  a 
few  exceptions. 

Senator  Connally.  Is  that  because  you  are  making  more  money 
than  the  other  industries? 

Mr.  Latshaw.  Unfortunately  that  is  not  true.  I  happen  to  be  the 
chairman  of  our  code  authority,  and  in  our  code  authoritj''  hearings 
based  on  questionnaires  sent  to  the  publishers  and  the  figures  coor- 
dinated, we  showed  that  70  percent  of  the  periodicals  published  in 
1932  were  in  the  red,  and  that  in  the  opinion  of  our  board  of  directors, 
90  percent  of  them  were  in  the  red  in  1933,  so  that  we  have  not  made  a 
great  deal  of  money. 

Senator  Connally.  That  is  because  of  the  falling  off  in  advertising 
by  reason  of  the  business  slump? 

Mr.  Latshaw.  Very  largely,  and  because  our  business  unfor- 
tunately is  one  that  cannot  shut  down.  If  the  next  issue  promises 
to  be  unprofitable,  we  must  issue  it  nevertheless;  there  can  be  no 
partial  suspension.  It  must  go  on,  either  according  to  the  custom  in 
the  trade,  and  also  because  of  the  post-office  regulations. 

Senator  Connally.  Is  the  Saturday  Evening  Post  a  member  of 
your  organization? 
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Mr.  Latshaw.  All  of  the  periodicals,  large  and  small.  I  find 
myself  speaking  for  the  periodicals  with  the  reservations  that  I  have 
made,  because  as  I  say,  we  include  so  wide  a  sector  that  we  include  all 
possible  points  of  view,  and  the  points  I  wish  to  make  before  the  com- 
mittee is  the  inability  that  we  have  to  be  of  service  in  this  hearing. 
This  is  a  very  large  and  complex  subject.  Our  record  shows,  I  think, 
and  you  may  agree  with  me,  that  we  have  been  leaders  or  a  large  part 
of  our  membership  have  been  leaders  in  what  might  be  called  social 
betterment.  I  think  that  our  record  shows  that  we  have  been  not  the 
recalcitrant  die-hards;  our  own  handling  of  our  employees  and  the 
payments  that  we  make  to  them  show  that  we  practice  what  we 
have  preached.  And  we  should  perhaps  be  prepared  to  come  before 
you  gentlemen  with  some  plan. 

Unfortunately,  the  point  that  I  wish  to  make  is  that  this  legislation, 
perhaps  because  of  our  stupidity,  has  caught  us  without  preparation. 
It  involves  and  will  involve  for  industry- 

Senator  Connally  (interposing).  As  I  understand  you,  you  do  not 
even  know  whether  your  industry  as  a  whole  favors  it  or  is  opposed 
to  it? 

Mr.  Latshaw.  Quite  true.  What  I  am  trying  to  make  as  my 
point,  gentlemen,  is  this,  that  our  industry,  in  common  with  all 
industries,  is  that  there  is  proposed  a  series  of  regulatory  measures, 
new  legislation  which  involve  millions  and  ultimately  billions  of  dollars. 
Our  share  of  that  will  be  not  only  our  contribution  but  the  contribu- 
tions which  we  would  have  to  absorb  as  other  industries  would  have 
to  absorb,  by  the  additional  cost  of  supplies  and  so  forth,  and  the 
expense  and  ramifications  of  this  do  not  frighten  us,  but  they  bewilder 
us  with  the  speed  with  which  we  are  asked — we  are  not  asked,  because 
we  came  here  voluntarily,  but  we  should  like  to  be — and  I  think  per- 
haps there  are  other  industries  in  the  same  position;  we  should  like 
to  be  better  informed. 

I  suggest  therefore  that  it  is  the  opinion  of  our  industry,  and  tliis  I 
think  I  can  speak  with  a  reasonable  degree  of  assurance  that  I  would 
have  the  concurrence  of  that  majority,  that  in  the  wisdom  of  this 
committee,  that  a  commission  be  appointed  to  make  a  study  of  the 
situation  in  Europe,  to  make  that  study  which  has  been  made  in 
Europe  by  commissions  there  and  has  taken  a  period  of  time  and 
that  the  findings  of  that  commission  be  made  available  for  study, 
not  only  by  Congress,  but  by  industry  and  others  interested  in  general. 

It  is  proposed  to  put  our  hands  to  a  plow  that  has  a  furrow  that 
leads  clear  over  the  horizon.  It  is  not  temporary  legislation,  it  is  not 
emergency  legislation.  The  dictation  of  the  interest  in  the  matter 
may  arise  from  an  emergency,  it  may  be  inspired  by  an  emergency, 
it  may  be  quickened  by  an  emergency,  but  it  is  as  I  take  it,  not  an 
emergency  measure,  and  the  publishers  that  I  am  representing  ask 
that  a  commission  be  appointed  to  make  a  study.  Perhaps  it  may 
take  a  year  to  make  such  a  study,  the  study  to  reveal  the  experience 
and  the  mistakes.  I  understand  that  in  Europe  there  is  no  system 
that  has  not  been  tinkered  with  repeatedly. 

Senator  Connally.  We  do  that  with  all  of  our  laws.  We  would 
not  be  here  if  we  were  not  tinkering  with  our  laws  all  the  time. 

Mr.  Latshaw.  I  think.  Senator,  the  best  we  can  hope  for  is  that 
legislation  might  emerge  that  would  require  the  minimum  of  tinkering. 
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Senator  Connally.  Is  it  not  well  known  what  these  European 
countries  have  done?  Did  not  the  Cabinet  Committee  that  prepared 
this  bill  make  a  study  of  all  of  these  questions?  Would  j^our  sugges- 
tion not  merely  mean  the  delay  of  a  year? 

^Ir.  LatshaV.  We  are  not  cognizant  of  the  result  of  any  such  study 
and  plan  as  is  set  forth  here  that  would  give  us  time  to  digest  or  to 
understand  or  to  make  an  apphcation  of  it  to  our  own  industry  and 
to  make  the  calculations  as  best  we  could  as  to  the  ramifications  and 
the  computations  and  permutations. 

Senator  Connally.  We  cannot  make  anybody  study  these  things 
unless  they  want  to.  Here  is  your  organization  representing  the 
press  of  the  Nation,  and  ordinarily  to  whom  we  are  supposed  to  look 
for  instruction  and  -guidance,  and  here  you  are  coming  along  and 
wanting  us  to  wait  another  year  so  that  your  members  can  learn  all 
about  this  thing. 

Mr.  Latshaw.  Perhaps  we  are  unduly  modest  in  coming  along 
with  recommendations. 

The  Chairman.  You  will  recall  that  this  Committee,  appointed  by 
the  President,  was  appointed  many  months  ago  and  that  they  did  give 
study  to  it  over  a  long  period  of  time. 

Mr.  Latshaw.  Yes,  sir. 

The  Chairman.  They  studied  the  European  systems  and  State 
systems,  and  so  forth,  and  at  the  close  of  the  last  session  of  Congress 
or  before  the  close  of  the  last  session  of  Congress,  it  was  thought  then 
that  at  least  one  feature  of  this  bill  would  be  taken  up,  and  that  was 
unemployment  insurance.  Bills  had  been  introduced  on  old-age 
pension.  Committees  of  Congress  had  had  hearings  on  all  of  these 
matters  which  were  available,  and  the  administration  thinks  that 
they  have  been  proceeding  along  deliberately  with  a  view  of  getting 
up  Si  plan  such  as  this  and  it  makes  these  suggestions.  So  that  all  of 
tnis  matter  was  available  to  your  organization. 

Senator  King.  If  I  may  say  so,  I  do  not  beheve  that  this  request 
which  you  have  made,  and  I  say  it  with  all  due  respect  to  you  and 
your  organization,  will  get  anywhere.  I  do  not  tliink  that  this 
Congress  is  going  to  delay  passing  some  bill  dealing  with  social  in- 
surance, and  unless  you  can  make  some  contribution  by  way  of 
practical  suggestions  or  the  form  of  the  legislation,  you  will  have  no 
part  in  the  maesure  that  will  emerge  from  Congress  when  we  get 
through.  There  will  be  some  bill  passed,  and  I  think  your  organiza- 
tion might  just  as  well  recognize  that  fact. 

Mr.  Latshaw.  We  have  never  been  here  as  obstructionists.  I 
think  that  will  be  granted.  I  tliink  on  the  contrary,  that  we  were 
more  like  plumed  knights  that  are  trying  to  lead,  whether  properly 
or  otherwise. 

Senator  King.  We  wish  you  would,  as  plumed  Icnights,  suggest 
some  improvements  if  you  aeem  that  the  bill  before  us  is  defective. 

The  Chairman.  I  think  that  the  committee  gets  the  viewpoint 
of  vour  organization,  and  your  \aewpoint,  that  you  want  us  to  pro- 
ceed steathily  and  slowly,  that  you  have  not  l)oen  al)le  to  get  together 
the  opinions  of  your  organization  into  various  propositions,  and  you 
are  not  in  a  position  to  make  anj^  suggestions. 

Mr.  Latshaw.  There  is  only  one  thing,  one  trifling  suggestion  in 
passing,  and  that  was  given  quite  some  discussion  this  morning  at  the 
hearing.     I  said  at  the  start  that  we  have  a  very  fine  record  as  to 
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wages  paid  and  the  stabilization  of  employment.  It  seems  to  me 
unfair  to  adopt  a  system  b}^  which  the  efficient,  without  reward,  would 
carry  on  the  work  of  the  inefficient,  or  the  "anlucky"  as  it  has  been 
termed.  It  seems  to  me  that  in  this  matter  as  in  other  things,  that 
charity  commences  at  home,  and  that  those  industries  that  have  had 
a  record  of  taking  care  of  their  own  should  be  given  recognition  in 
legislation,  definite  recognition,  because  otherwise  the  premium  will  be 
on  "letting  George  do  it",  and  we  have  not  had  that  point  of  view  and 
we  do  not  think  that  will  be  fair  and  equitable,  and  we  do  not  think  it 
would  encourage  the  very  sort  of  employer  and  employee  relatioiiship 
which  is  presumed  to  be  desired  in  social  legislation. 

The  Chairman.  We  are  very  glad  to  get  your  suggestion.  If 
there  are  any  other  suggestions  you  want  to  make  or  elaborating 
your  remarks,  do  so,  and  we  will  put  this  in  the  record. 

Mr.  Latshaw.  Thank  you. 

Senator  Black.  Is  there  any  industry  in  the  Nation  that  is  more 
dependent  upon  wages  and  the  incomes  of  individuals  that  buy  its 
output  than  the  publishers? 

Mr.  Latshaw.  Not  that  I  know  of. 

Senator  Black.  To  that  extent,  then,  anything  that  stabilizes 
employment  throughout  industry  as  a  whole  and  which  might  improve 
the  income  of  the  purchaser  is  at  least  as  much  to  your  industry  as 
to  that  of  any  industry  that  does  business  in  the  country. 

Mr.  Latshaw.  I  should  say  so. 

Senator  Black.  And  in  connection  with  your  idea  of  waiting,  you 
are  familiar  of  course  wdth  the  fact  that  for  a  number  of  years  in  all 
of  these  periodicals,  many  of  us  have  been  reading  most  excellent 
articles  on  the  subject  of  unemployment  insurance,  old-age  pensions 
in  this  country  and  in  general.  You  periodicals  have  been  open  to 
such  pubUcations,  have  they  not? 

Mr.  Latshaw.  Many  of  them. 

Senator  Black.  And  they  have  been  carried  from  year  to  year  all 
through  the  years.  Even  the  progressive  Saturday  Evening  Post,  as 
I  recall  it,  has  had  a  number  of  articles  on  that  subject  of  unem- 
ployment insurance.  So  that  your  industry  of  aU  industries,  if  it 
reads  its  own  publications,  has  certainly  been  better  educated  on  it 
than  any  other  industry  in  the  Nation,  has  it  not? 

Mr.  Latshaw.  Perhaps,  but  we  still  do  not  feel  that  we  are  suffi- 
ciently educated. 

The  Chairman.  But  they  are  not  all  together  on  the  proposition. 

Mr.  Latshaw.  No ;  and  we  never  will  be. 

The  Chairman.  That  is  true  with  reference  to  this  committee  and 
that  is  true  with  reference  to  Congress. 

Senator  Connally.  While  you  are  not  prepared  to  represent  the 
views  of  all  of  your  members,  probably  you  would  like  to  give  us 
your  own  individual  views.  I  do  not  iasist,  but  if  you  do,  I  think 
the  committee  would  be  glad  to  hav^e  it  as  an  individual. 

Mr.  IjAtshaw.  I  do  not  believe,  sir,  that  I  should  take  the  time  of 
this  committee  to  indulge  in  generalizations.  We  have  had  the  ques- 
tion as  to  whether  the  Ohio  plan  was  better  than  the  Wisconsin  plan, 
and  whether  this  bill  shoidd  be  divided  or  whether  it  should  be  left 
in  the  present  omnibus  form,  whether  it  should  be  administered  by  a 
commission  or  Cabinet  member,  and  so  forth  and  so  on.  There  has 
lei  a  many  suggestions  about  this  thing.     I  have  4  pounds  of  data  in 
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there  [indicating]  and  I  do  not  believe  I  can  concrete  any  brilliant 
new  thought  that  would  solve  the  problem.  I  am  trymg  to  say  that 
from  the  best  guidance  that  I  can  get  from  the  members  that  I  rep- 
resent, that  this  is  a  problem  so  far-reaching,  so  important,  and  so 
long  in  duration  that  it  should  not  be  passed  as  an  emergency  measure 
without  the  opportunity  for  review  and  consideration,  so  as  to  mini- 
mize the  inevitable  tmkering  that  will  come. 

Senator  Connally.  Of  course  there  is  no  law  that  we  ever  passed 
that  we  never  changed.  The  world  is  moving  and  we  are  progressing, 
and  we  are  going  to  have  to  change  all  of  these  laws  from  time  to 
time.  Did  it  ever  occur  to  you  that  the  old-age  pension  and  the 
unemployment  will  probably  help  your  business? 

Mr.  Latshaw.  Anything  will. 

Senator  Connally.  The  unemployed  and  the  aged  are  the  chief 
newspaper  readers  now.     [Laughter.] 

The  Chairman.  You  have  been  one  of  the  best  witnesses  before 
this  committee.  I  congratulate  you  on  your  modesty,  and  I  presume 
you  can  appreciate  our  troubles,  perhaps  more  than  any  other  witness 
who  has  appeared  before  the  committee. 

STATEMENT  OF  ELON  H.  HOOKER,  PRESIDENT  HOOKER  ELECTRO- 
CHEMICAL CO.,  NEW  YORK  CITY,  REPRESENTING  THE  MANU- 
FACTURING CHEMISTS  ASSOCIATION 

Mr.  Hooker.  Mr.  Chairman,  if  you  want  to  go  to  lunch,  if  the 
time  is  short 

The  Chairman.  No.  We  have  had  to  arrange  our  calendar  as  we 
have  gone  along.  We  hope  to  close  these  hearings  this  week.  If 
you  have  a  statement  that  you  want  to  put  in  the  record,  very  well, 
and  discuss  the  high  points  of  your  statement,  all  right.  The  com- 
mittee is  not  going  to  sit  this  afternoon. 

Mr.  Hooker.  I  would  like  to  put  in  my  statement  and  then  if  the 
committee  is  not  too  tired,  I  would  like  to  make  a  few  remarks  after- 
ward that  are  a  little  more  direct  and  a  little  less  carefully  studied 
but  perhaps  a  little  more  human. 

The  Chairman.  You  may  put  your  statement  in  the  record  then. 
Did  you  want  to  read  the  statement? 

Mr.  Hooker.  I  will  bring  out  the  main  points  in  it;  yes. 

I  am  president  of  the  Hooker  Electrochemical  Co.  In  that  capacity 
I  am  an  employer  of  labor  and  have  a  definite  responsibility,  which 
I  feel  deepl}^,  for  the  welfare  and  best  interests  of  those  who  are  em- 
ployed in  my  plants.  I  appear  before  you,  therefore,  today  as  a  man 
faced  with  an  operating  responsibility  who  will,  in  his  particular  field, 
have  to  carry  out  the  provisions  of  the  bill  which  you  are  considering 
should  it  become  law.  I  am  here  also  in  a  broader  capacity  as  a 
representative  of  the  chemical  industry,  having  been  requested  to 
serve  by  both  the  Manufacturing  Chemists'  Association  and  the 
Chemical  Alliance. 

According  to  the  1933  figures  from  the  Bureau  of  the  Census,  the 
chemicals  and  allied  products  industry  have  6,257  establishments, 
employing  265,709  workers,  with  wages  totaling  $311,540,000.  I  cite 
these  figures  to  you  simply  to  show  you  that  the  provisions  of  the  bill 
which  we  are  considering  today  are  of  the  greatest  interest  to  the 
industry  which  1  represent. 
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The  matter,  however,  goes  considerably  beyond  simply  a  question 
of  the  number  of  employees  and  the  wages  paid  to  them.  The 
chemical  industry  is  a  basic  industry.  It  is  perhaps  more  closely 
related  to  production  in  other  fields  than  any  other  industrj'  in  the 
United  States.  The  reasons  for  this  are  not  far  to  seek.  Through 
long  hours  which  its  chemists  have  spent  on  research  problems, 
through  the  expenditure  of  millions  of  dollars  in  experimental  develop- 
ments, it  has  shown  the  way  to  scientific  progress  which  has  permitted 
America  to  become  practically  self-sustaining  and  to  lead  the  indus- 
trial nations  of  the  world.  Anything  which  works  in  any  way  to  the 
detriment  of  this  industry  and  which  discourages  research  and 
development  inevitably  slows  up  the  general  scientific  progress  of  our 
Nation. 

In  presenting  this  brief  I  should  like  to  state  at  the  very  outset 
that  no  one  is  more  interested  in  providing  economic  security  for 
the  working  population  in  tliis  country  than  the  employers  of  labor. 
A  satisfied  labor  force  is  their  cliief  asset.  As  employers  of  labor  they 
have  an  interest  in  preventing  any  legislation  or  action  that  may 
impair  their  ability  to  give  employment.  Employers  necessarily 
think  first  in  terms  of  cost,  because  their  ability  to  stay  in  business 
and  to  provide  employment  depends  on  their  ability  to  sell  their 
commodities  at  a  price  that  the  consumer  can  afford  to  pay. 

In  estimating  the  value  of  the  legislation  here  proposed,  therefore, 
we  must  think  in  terms  of  whether  or  not  the  benefits  will  justify  the 
cost.  From  this  point  of  view  it  is  necessary  to  treat  the  proposal  for 
unemploj^ment  insurance  separately  from  the  proposal  for  old-age 
pensions. 

Before  discussing  the  specific  provisions  of  the  bill  before  you,  it 
may  be  useful  to  attempt  to  define  unemployment.  The  definition 
is  simple.  People  are  unemployed  when  they  do  not  work  for  money; 
that  is,  when  they  do  not  have  paid  jobs.  However,  people  may  be 
unemployed  for  a  variety  of  reasons. 

Unemployment  may  be  broadly  classified  into  voluntary  and 
involuntary.  This  distinction  is  particularly  important  in  connection 
with  the  type  of  legislation  here  proposed.  No  one,  I  am  sure,  would 
consider  paying  unemployment  compensation  to  persons  who  volun- 
tarily abstain  from  employment.  There  is  a  considerable  number  of 
such  persons  in  every  country,  although  no  statistics  on  this  subject 
are  available.  Indeed,  they  would  be  extremely  difficult  to  get. 
Few  people  would  be  willing  to  admit  that  they  would  rather  be 
idle  than  engaged  in  some  useful  work.  It  would  be  particularly 
difficult  to  determine  the  number  of  those  people  who  work  only 
as  long  as  necessary  to  maintain  themselves  in  existence  and  who 
would  take  advantage  to  the  fullest  measure  of  any  State  schemes  of 
unemployment  relief.  Every  employer  is  familiar  with  this  type  of 
labor  and  with  the  difficulties  wliich  it  causes  in  periods  of  active 
business.  These  people  are  first  to  be  fired  and  last  to  be  reemployed. 
They  have  no  intention  of  becoming  regular  and  stable  workers  for 
whose  employment  industry  must  accept  a  large  measure  of  responsi- 
bility. 

Senator  Connally.  You  would  not  reemploy  those  people  if  you 
could  get  more  efficient  people  would  you?  You  say  they  would  be 
the  last  to  be  reemployed. 

Mr.  Hooker.  They  are  the  last  you  wish  to  employ. 
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Senator  Connally.  You  would  take  them  back  because  you  could 
not  do  any  better. 

Mr.  Hooker.  When  you  run  out  of  the  cream  of  other  labor,  you 
have  to  use  those.  Wliile  they  are  a  public  charge,  they  should  have 
the  least  benefits  because  they  are  the  least  willing  to  do  their  part. 

Senator  Connally.  They  wouid  get  the  least  benefits  because  they 
get  only  half  wage,  and  the  other  fellow  gets  full  wage. 

Mr.  Hooker.  Involuntary  unemployment  is  due  to  causes  over 
which  the  worker  has  no  control.  There  are  several  types  of  invol- 
untary unemployment  and,  therefore,  several  remedies  for  its  relief 
and  prevention. 

First,  we  have  unemployment  due  to  old  age,  physical  and  mental 
defects,  sickness,  accident,  and  oih'^v  causes,  which  make  the  worker 
physically  unable  to  engage  in  gainful  employment.  Persons  in  this 
group  are  not  subject  for  unemployment  compensation  of  the  type 
proposed  in  the  bill  wliich  we  are  here  considering. 

Those  workers  who  are  able  and  wUling  to  work,  but  unable  to  find 
employment  tlirough  no  fault  of  their  own,  may  also  be  divided  into 
a  number  of  groups.  In  certain  industries  unemployment  is  chronic, 
that  is,  their  demand  for  labor  has  ceased  to  increase  or  has  begun 
to  decline  and  the  workers  thrown  out  of  employment  can  never 
expect  to  return  to  their  jobs  in  those  industries.  The  remedy  here 
is  not  unemplo3anent  compensation  but  rather  shifting  of  workers  to 
other  industries  and  other  regions. 

An  outstanding  example  of  that  of  course,  is  the  trouble  we  have 
had  for  nearly  50  years  in  the  coal  regions.  There  has  been  nothing 
the  matter  there  excepting  that  there  were  250,000  workers  there  that 
could  not  be  employed.  If  long  ago  they  had  been  moved  to  some 
other  section  of  the  country,  there  would  not  have  been  any  problem 
in  the  coal  regions  at  all.    That  is  what  has  been  the  matter. 

In  seasonal  industries  workers  are  regularly  unemployed  during  a 
portion  of  the  year.  The  remedy  here  is  not  payment  of  unemploy- 
ment compensation  which,  even  if  desired  would  be  too  costly,  but 
rather  regularization  of  employment  or  provision  of  other  work 
during  the  off  season. 

Finally,  there  is  the  group  of  workers  who  are  classified  as  regular 
and  stable  employees  but  who  experience  in  normal  periods  inter- 
mittent unemployment  as  a  result  of  maladjustments  of  the  demand 
for  labor  and  the  supply  of  workers.  The  demand  for  labor  cannot 
be  fixed  as  to  kind  and  quantity  on  account  of  the  dynamic  character 
of  our  economic  system,  continuous  changes  in  the  methods  of  pro- 
duction. I  can  give  you  a  great  many  examples  of  that  which  the 
people  who  are  not  involved  in  industr}^  do  not  always  understand. 

Senator  King.  Some  plants  become  obsolete  by  reason  of  changes? 

Mr.  Hooker.  In  my  own  company,  I  had  just  finished  a  million 
dollars  of  the  finest  bleach  chambers  that  were  ever  built  in  any  coun- 
try, on  methods  that  we  had  invented,  and  which  were  far  superior  to 
an vthing  there  was.  They  cost  just  $1,000,000.  We  had  them  about 
finished  for  about  3  months,  Avhen  a  competitor  came  along  and 
developed  a  scheme  of  liquefying  chlorine  under  high  pressure  and 
under  great  cold.  In  4  or  5  months  that  entire  system  of  bleach 
chambers  and  all  of  the  other  bleach  chambers  in  England  and  everv- 
where  else  in  the  world  were  entirely  scrapped.  I  had  to  build 
another  million  dollars'  worth  of  liquefying  chambers  to  take  their 
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place,  and  it  has  stood  there  for  15  years;  so  you  see  when  you  come 
to  figure  what  industry  has  to  pay  to  keep  alive  and  pay  taxes  for  you 
people  down  here  to  appropriate,  you  have  got  to  realize  that  there 
are  all  kinds  of  obsolescence  and  excess  charges  tliat  do  not  appear 
in  the  ordinary  course  of  things. 

Senator  Connally.  We  take  pretty  good  care  of  the  chemical 
industry  by  protecting  them  with  tariffs. 

Mr.  Hooker.  The  chemical  industry,  Senator,  has  been  taking 
awfully  good  care  of  you,  too,  by  what  they  have  been  doing,  because 
it  has  made  you  independent  of  the  rest  of  the  world  and  enabled  you 
to  get  nitrogen  from  the  air  and  protected  you  inside  of  our  own 
borders,  and  not  have  our  supply  of  munitions  cut  off  by  an}'-  other 
country  blocking  the  coast  of  Chili  as  a  source  of  nitrate. 

Senator  Connally.  I  am  not  complaining,  but  you  were  talking 
about  how  much  you  were  helping  us  down  here  by  sending  taxes 
down.  We  have  been  helping  you  to  take  care  of  your  business  and 
make  you  prosperous  so  that  you  had  that  $2,000,000  to  spend  that 
you  have  been  talking  about. 

Mr.  Hooker.  We  liave  and  we  have  not.  As  I  go  along  a  little 
further — if  you  would  like  me  to  be  frank  and  personal,  I  will  tell  you 
something  else 

Senator  Connally  (interposing).  I  have  no  desire  to  indulge  in 
personalities.    I  merely  commented  on  a  statement  which  you  made. 

Senator  Black.  Who  invented  the  plan  of  taking  nitrogen  from  the 
air? 

Senator  King.  Haber. 

Senator  Black.  \^niere  did  he  live? 

Mr.  Hooker.  He  lived  in  Germany. 

Senator  Black.  Yes. 

Mr.  Hooker.  The  demand  for  labor  cannot  be  fixed  as  to  kind  and 
quantity  on  account  of  the  dynamic  character  of  our  economic  system, 
continuous  changes  in  methods  of  production,  in  habits  of  consump- 
tion, in  the  level  of  prices,  and  in  the  ability  of  the  markets  to  consume 
the  products  of  industry.  The  supply  of  labor  is  composed  of  in- 
dividuals, each  capable  of  performing  a  limited  range  of  work  and  tied 
by  all  sorts  of  ties  to  a  particular  region  or  locality.  In  a  large  measure 
industrial  employment  is  not  and  cannot  be  continuous.  It  consists 
rather  of  a  series  of  jobs  for  which  workers  are  employed  and  laid  off 
when  the  job  is  completed  until  new  work  is  available. 

The  length  of  jobs  varies  from  industry  to  industry.  Workers 
move  from  completed  jobs  to  new  work,  and  it  is  inevitable  that  in 
the  interim  they  experience  some  measure  of  unemployment.  In 
normal  periods,  therefore,  the  pool  of  intermittent  unemployment  is 
not  composed  of  the  same  individuals.  Each  day  and  each  week 
some  workers  drop  out  of  this  pool  on  the  way  to  new  jobs,  while 
other  workers  become  part  of  it  upon  the  completion  of  jobs.  In 
view  of  this  fundamental  characteristic  of  our  economic  system  an 
extraordinary  degree  of  mobility  is  required  in  the  labor  force  if 
unemployment  is  to  be  kept  at  a  minimum.  Any  scheme  of  unem- 
ployment compensation  which  impairs  mobility  of  labor  or  the  willing- 
ness of  workers  to  make  a  change  will  increase  unemi3loyment. 

In  this  country  there  is  an  appalling  lack  of  information  concerning 
the  extent  of  unemployment  and,  in  particular,  concerning  the  nature 
and  composition  of  unemployment  during  periods  of  normal  business 
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activity  to  which  the  bill  before  you  is  designed  to  apply.  That  being 
the  case,  it  seems  to  me  that  we  are  trying  to  provide  a  remedy  for  a 
disease  the  nature  of  which  is  not  known  to  us.  It  is  not  the  intention 
of  the  people  who  framed  this  bill  to  take  care  of  depressional  un- 
employment. 

As  I  understand  it,  this  bill  has  nothing  to  do  with  depressional 
unemployment;  it  is  meant  to  take  care  of  unemployment  at  ordinary 
times.  As  I  understand,  Miss  Perkins  especially  disavows  that.  They 
tried  in  England  to  take  care  of  the  personal  unemployment  and  made 
a  complete  failure  of  it.  This  bill  is  supposed  to  be  free  from  that 
taint. 

That  is  an  impossible  task  for  any  unemployment  insurance  or 
compensation  scheme.  The  burden  of  depressional  unemployment 
must  fall  on  society  as  a  whole. 

Whether  you  realize  it  or  not,  this  is  a  particularly  unfortunate 
time,  in  the  midst  of  a  deep  depressional  unemployment,  to  frame 
legislation  that  is  designed  for  an  entirely  different  kind  of  a  situa- 
tion, because  the  atmosphere  is  all  wrong.  This  is  the  time  to  frame 
legislation  for  depressional  unemployment;  it  is  not  the  time  to  frame 
legislation  for  unemployment  insurance  that  has  nothing  to  do  with 
the  depression,  because  every  condition  is  adverse  to  a  sane  solution 
of  the  problem. 

My  opposition  to  this  bill  rests,  in  the  first  place,  on  the  ground 
that,  to  my  knowledge,  it  has  been  prepared  without  an  adequate 
factual  study  and  without  the  necessary  consultation  with  persons 
who  will  be  most  directly  affected  by  its  provisions. 

I  am  sorry  Senator  Harrison  is  not  here,  because  he  takes  excep- 
tion to  that,  as  I  listened  to  the  previous  speaker.  This  bill  was 
prepared  with  6  months  of  study  by  a  committee.  That  may  seem 
to  you  gentlemen  a  long  time,  but  the  provisions  contained  in  this 
bill  are  to  cover  a  period  of  time  running  on  to  our  children's  children, 
and  our  grandchildren,  and  6  months  of  experience  in  this  kind  of  a 
complicated  thing,  6  months  study  is  not  nearly  enough. 

Senator  Connally.  What  would  you  think  would  be  enough? 

Mr.  Hooker.  England  has  been  4  years  before  they  made  their 
first  proposition  at  all,  and  after  a  few  years  of  failure,  they  took  2 
years  more  to  study  the  reconstruction  of  it. 

Senator  Connally.  We  have  spent  all  the  time  that  there  is  up  to 
now. 

Mr.  Hooker.  But  we  do  not  have  to  do  it  now.  We  have  to  do  the 
personal  unemployment  now,  but  we  do  not  have  to  do  permanent 
unemployment. 

Senator  Black.  We  still  have  both  kinds  of  unemployment,  do 
we  not? 

Mr.  Hooker.  Oh,  yes. 

Senator  Black.  There  are  2  or  3  different  kinds  that  5''ou  pointed 
out,  transitional  and  technological  unemployment,  and  so  forth. 

Mr.  Hooker.  Yes;  but  my  point  is  that  we  have  so  much  of 
emergency  matters  to  deal  with  now,  that  it  is  the  wrong  time  to  deal 
with  something  that  is  absolutely  not  an  emergency  at  all. 

Senator  Black.  I  would  fully  agree  with  you  if  it  were  attempted 
to  confuse  this  unemployment  insurance  with  emergency  legislation 
to  take  care  of  the  depression.  A  good  many  of  us  have  studied  it 
very  carefully  for  a  long  time. 
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Mr.  Hooker.  I  think  you  have  separated  them  and  I  agree  with 
you  entirely,  but  my  point  is  that  we  have  so  much  emergency  legisla- 
tion, legislation  necessary  right  now,  that  we  should  not  take  up  the 
problem  of  this  kind  until  we  are  in  a  much  calmer  mood  and  much 
more  on  an  even  keel.  I  would  love  to  give  you  gentlemen  an  exam- 
ple of  the  kind  of  thing  that  I  believe  is  calling  for  your  instant  and 
constant  attention  in  the  Senate  Finance  Committee  as  against  this 
kind  of  thing  at  this  particular  time,  and  if  I  am  given  permission, 
I  will  explain  that  to  you  afterward. 

Senator  King.  Your  idea  is  that  while  we  are  in  the  midst  of  a  great 
depression  and  perhaps  fifteen  or  ten  million  people  out  of  employ- 
ment, and  19  million  are  recipients  of  contributions  from  the  relief 
organizations  of  the  Government,  and  wdiile  industry  or  many  in- 
dustries are  rather  proslrate,  the  atmosphere  is  not  conducive  to  wise 
and  sound  thinking  along  the  lines  of  permanent  legislation  looking  to 
unemployment  and  cognate  c|uestions? 

Mr.  Hooker.  Senator,  you  luiA^e  said  it  twace  as  well  as  I  could 
say  it. 

I  should  like  to  call  to  your  attention  the  fact  that  before  the  first; 
scheme  of  unemployment  insurance  was  introduced  in  Great  Britain, 
a  Roj^al  Commission  spent  4  years  studying  the  problem  of  social 
insurance  and  that  before  the  new  unemployment  act  was  passed  in 
1934  another  Roj^al  Commission  spent  2  years  studying  the  question 
of  necessary  reforms  in  the  existing  scheme.  Our  Committee  on 
Economic  Security  spent  6  months,  in  the  atmosphere  of  a  severe 
business  depression  most  prejudicial  to  an  impartial  approach^ 
studying  the  problem  with  which  we  are  confronted.  They  had  an 
impossible  job,  but  this  bill  was  sent  to  you  unaccompanied  even  by 
a  complete  presentation  of  such  facts  as  the  Committee  have  been 
able  to  develop  during  the  short  period  available  to  them  for  study 
and  investigation. 

This  bill  should  not  be  rushed  through  without  a  knowledge  of  the 
facts.  And  I  contend  that  there  is  not  a  proper  knowledge  of  the 
facts  before  the  country,  and  men  like  myself  who  are  going  to  pay 
this  bill,  so  that  we  can  form  any  adequate  judgment  to  help  you  in 
any  way,  and  remember  that  the  Senate  Finance  Committee  stands 
between  us  and  stands  betw^een  businesses  that  are  almost  prostrate, 
stands  between  us  and  destruction,  and  we  feel  tftat  w^e  can  come  to 
you  for  support  and  for  protection.  You  will  have  no  taxes  to  pay 
anything  -with  if  you  do  not  keep  American  industry  aUve,  and  we 
have  a  right  to  depend  on  you  gentlemen  to  do  it,  no  matter  what 
propositions,  impractical  propositions,  are  brought  up. 

Senator  Conn  ally.  We  have  got  to  keep  your  purchasers  alive 
at  the  same  time,  haven't  we,  the  people  who  purchase  jour  products? 
We  cannot  keep  industry  alive  unless  we  keep  alive  the  people  who 
are  going  to  buy  your  products  and  consume  them. 

Mr.  Hooker.  There  are  people  enough  and  money  enough  to 
buy  our  products,  the  trouble  is  now  that  we  cannot  get  any  prices 
for  our  products  that  enable  us  to  make  any  money  to  pay  our  taxes- 
wath,  and  I  would  be  prepared  to  show  you  that. 

As  I  say,  this  bill  should  not  be  rushed  through  without  a  knowledge 
of  the  facts.  We  are  creating  an  enormous  bureaucracy  to  take  care 
of  a  problem  the  magnitude  and  significance  of  which  wx  really  do  not 
understand.     We  do  not  know  whether  or  not  as  a  result  of  this  bill 
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the  problem  of  unemployment  will  be  made  less  serious  or  more  seri- 
ous. I  am  convinced  that  if  stable  and  regular  employees,  for  whom 
industry  is  glad  to  assume  its  proper  share  of  responsibility,  are  sepa- 
rated from  the  pool  of  unemployment  existing  in  normal  times,  the 
problem  can  be  handled  by  industry  without  building  up  a  tremend- 
ous bureaucratic  system  the  effect  of  which  will  inevitably  be  to 
increase  unemployment  and  its  costs. 

My  specific  objections  to  the  unemployment  compensation  scheme 
here  proposed  are  as  follows: 

(1)  It  does  not  give  expression  to  the  ideas  of  the  President  of  the 
United  States  that  the  individual  States  should  have  a  large  measure 
of  freedom  in  experimenting  with  various  schemes  of  unemployment 
compensation,  according  to  their  individual  State  needs  and  circum- 
stances. The  bill,  as  framed  at  present,  practically  forces  the  States 
to  adopt  a  State-pooled  fund.  It  forces  them,  furthermore,  to  apply 
a  3-percent  pay-roll  tax  to  all  nonmanual  emplo3'ees  regardless  of  the 
amount  of  annual  income.  If  the  States  are  to  compl}'  with  the  provi- 
sions of  this  bill  they  cannot  experiment  wdth  other  types  of  unemploy- 
ment compensation,  such  as  individual  reserve  plans. 

The  President  has  asked  for  that  and  the  bill  does  not  give  it. 

(2)  The  financial  burden  on  the  States  would  be  uneven  because  the 
risk  of  unemployment  varies  greatly  from  State  to  State.  I  under- 
stand that  in  some  States  the  risk  of  unemployment  is  3  percent  and 
in  others  it  is  33  percent.  It  is  not  fair  to  put  a  common  burden  of 
taxation  under  those  circumstances. 

As  a  result,  with  a  3-percent  pay-roll  tax  certain  States  will  be  able 
to  pay  higher  benefits  than  other  States.  The  effect  of  this  would  be 
migration  of  labor  from  one  State  to  another  to  take  advantage  of 
higher  benefits.  The  only  way  to  avoid  this  migration  ^yould  be  for 
some  States  to  impose  a  tax  of  more  than  3  percent.  This,  however, 
would  place  industries  in  those  States  in  a  disadvantageous  competi- 
tive position. 

(3)  Government  employees  should  bear  their  share  of  the  costs.  If 
there  is  tliis  enormous  number  of  public  employees,  all  over  the  coun- 
try, all  of  whom  are  pretty  well  fed  under  this  system,  this  tremendous 
bureaucratic  system  we  are  having  here,  why  shouldn't  they  pay  their 
share?  The  poor  men  v/orking  in  our  plant  are  not  as  well  off  as  these 
Government  employees.     Wliy  shouldn't  they  pay  their  part? 

(4)  Elimination  of  firms  employing  less  than  4  employees  is  dis- 
criminatory.    One  of  the  speakers  referred  to  that  this  morning. 

(5)  The  bill  covers  only  about  50  percent  of  the  gainfully  employed 
or  about  25  million  out  of  49  million  gainful  workers.  If  the  bill  had 
been  in  effect  during  the  depression,  it  would  have  covered  in  1933 
only  about  16  milhon  workers,  according  to  the  Committee  on 
Economic  Security,  that  is,  about  9  million  would  have  dropped  out 
of  the  scheme  and  become  a  direct  charge  on  the  State. 

(6)  If  the  bill  had  been  in  effect  in  1929,  the  income  from  a  3-percent 
pay-roll  tax  under  the  provisions  of  tliis  bill  would  have  amounted  to 
over  one  billion.  In  1932  the  income  would  have  declined  to  about 
$560,000,000.  ^'Mien  the  need  is  greatest,  income  is  smallest  and 
insignificant  compared  to  needs. 

Senator  Connally.  We  are  going  to  build  up  reserves,  aren't  we? 
That  is  true  of  your  business  too?  When  times  are  prosperous  you 
make  more,  and  when  times  are  hard  you  make  less? 
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Mr.  Hooker.  We  would  have  shut  down  before  this  if  we  had  not 
built  up  reserves,  and  the  reserves  are  now  gone. 

Senator  Connally.  That  may  be,  but 

Mr.  Hooker  (interposing).  But  you  will  have  to  build  up  75 
billion  dollars — ^astronomical  figures. 

Senator  Connally.  I  do  not  think  so. 

Mr.  Hooker.  That  is  what  it  calls  for. 

(7)  The  proportion  of  workers  covered  would  vary  from  State  to 
State.  In  some  agricultural  States  only  one-fourth  of  their  workers 
would  derive  benefits  under  the  plan,  while  in  the  highly  industrial 
States  as  much  as  three-fourths  of  the  workers  would  be  covered. 
This  situation  would  be  inequitable. 

Essentially  this  bill  is  an  outstanding  type  of  class  legislation.  It 
selects  from  our  total  gainful  population  a  special  group  and  gives  it 
unemployment  benefits  as  a  legal  right,  while  the  remainder  of  the 
gainfully  employed  would  be  compelled  in  times  of  unemployment 
to  submit  to  a  test  of  need  in  order  to  obtain  relief. 

Senator  Connally.  You  are  complaining  it  does  not  include  every- 
body.    Do  you  favor  putting  anybody  under  it? 

Mr.  Hooker.  I  certainly  would  not.  I  would  not  favor  even 
putting  these  under.  Do  not  misunderstand  me,  Senator.  I  am 
heartily  in  sympathy  with  the  purposes  and  spirit  of  this  bill,  and  I 
carry  this  thing  out  in  my  works  to  the  last  degree  and  I  have  no 
watered  stock  in  my  company  and  I  do  not  have  to  pay  dividends 
on  anything  that  should  not  be  paid  in. 

Senator  Connally.  That  is  fine. 

Mr.  Hooker.  And  I  am  trying  to  carry  these  things  out  and  I  am 
in  sympathy  with  this,  but  I  want  you  men  to  know  that  business 
can  only  carry  so  much. 

Senator  Connally.  That  is  all  right.  You  are  in  favor  of  the 
principles  but  against  the  bill. 

Mr.  Hooker.  I  am  decidedly  against  the  bill. 

Senator  Connally.  It  does  not  help  us  any  to  be  in  favor  of  the 
thing  on  principle.  It  does  not  help  an  employee  out  of  work  just  to 
sympathize  with  him. 

Mr.  Hooker.  I  think  this  bill  should  be  carefully  studied  and  the 
conditions  of  everything  in  it  should  be  taken  up  and  will  be  taken 
up  gladly  by  industry. 

Senator  Connally.  That  is  why  we  are  here  today. 

Mr.  Hooker.  And  that  is  why  I  am  here  too,  in  order  to  give  you 
what  help  I  can. 

The  beneficiaries  under  the  scheme  would  not  contribute  anything 
directly  to  its  financial  support.  The  tax  would  be  paid  entirely  by 
the  employer.  Ultimately  the  cost  of  the  plan  will  be  borne  by  the 
consumers.  Thus  the  Nation  as  a  whole,  including  those  who  do  not 
benefit,  would  be  paying  special  benefits  to  a  selected  economic  group, 
who  are  singled  out  for  special  treatment  not  on  any  basis  of  social 
justice  or  unusual  hazards  but  purely  on  the  basis  of  administrative 
expediency. 

A  particular  serious  problem  in  connection  with  unemployment 
insurance  is  the  lack  of  an  administrative  apparatus.  No  matter 
how  good  the  provisions  of  the  law  may  be,  its  effects  will  be  injurious 
without  an  efficient  and  honest  administrative  personnel.  This  can- 
not be  created  overnis;ht. 
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The  proposed  bill  will  not  help  any  of  the  people  who  are  now 
employed.     Of  course  that  is  clear. 

Senator  Connally.  It  would  not  help  any  of  them? 

Mr.  Hooker.  Any  that  are  now  unemployed.  It  will  help  future 
unemployment  but  not  present  unemployment.  Ten  years  from  now 
it  would  be  helping  somebody. 

Senator  Connally.  We  are  legislating  for  the  future. 

Mr.  Hooker.  We  hope  this  depression  is  not  going  to  last.  Those 
Avho  are  now  employed,  representing  the  cream  of  the  labor  force, 
do  not  seem  in  danger  of  unemployment  in  the  near  future  and  their 
need  is  not  imminent.  I  see  no  reason,  therefore,  to  rush  the  bill 
through  the  Congress  without  the  most  mature  study  and  fullest 
discussion.  My  recommendation  would  be  to  postpone  definite 
action  in  regard  to  tliis  fundamental  proposal  of  social  reform  and  to 
appoint  a  joint  congressional  committee  to  study  the  matter  fully  and 
propose  legislation  at  some  future  session  of  Congress. 

That  is  very  unpopular  with  the  chairman,  because  that  is  just 
what  the  previous  speaker  suggested. 

Senator  Connally.  It  is  perfectly  natural  than  anybody  against 
anything  is  in  favor  of  delaying  it. 

Mr.  Hooker.  I  am  very  much  for  this  kind  of  thing.  I  am  carry- 
ing it  out  in  my  works,  but  I  know  what  industry  is  trying  to  do  and 
what  they  are  going  to  feel. 

Senator  Black.  I  want  to  see  if  I  understand  your  statement.  Do 
you  mean  you  are  for  legislation  to  bring  this  about,  or  do  you  believe 
in  letting  the  employers  bring  it  about  themselves  individually? 

Mr.  Hooker.  I  am  perfectly  glad  with  an  open  mind  to  consider 
legislation,  just  as  soon  as  a  time  in  the  future  that  we  will  be  out  of 
this  present  mess  and  dealing  with  our  present  problems,  just  as  soon 
as  the  thing  can  be  brought  to  a  calm  and  reasonable  basis,  because 
everything  that  is  in  this  bill  I  want  to  see  put  in  my  plants,  either 
through  legislation  or  without  it. 

Senator  Black.  There  are  a  great  many  employers,  Mr.  Hooker, 
that  I  think  you  are  familiar  v.ith,  who  have  very  altruistic  motives 
themselves,  and  have  exceptionally  fine  plants  for  their  men  and  pay 
lexcellent  wages  and  provide  wonderful  assistance  of  reserve.  I 
know  some  of  them  myself.  Perhaps  you  realize  better  than  I  do, 
being  in  business,  that  that  does  not  help  those  who  do  not  do  that. 

Mr.  Hooker.  Yes,  I  realize  that  Senator,  and  I  am  in  sympathy 
with  you. 

In  regard  to  old-age  pensions  I  must  confess  that  I  am  bewildered 
by  the  magnitude  of  the  scheme  and  by  tlie  multiplicity  of  suggestions 
already  made  for  amending  the  bill  as  now  stands.  I  understand  that 
in  1930  there  were  6,500,000  persons  65  years  of  age  and  over.  This 
represented  5.4  percent  of  the  entire  population.  The  report  of  the 
Committee  on  Economic  vSecurity  estimates  that  persons  in  this  age 
group  will  account  for  6.3  percent  of  the  total  population  in  1940; 
9.3  percent  in  1960;  and  10  percent  in  1975.  ^^e  are  constantly 
increasing  our  age  limit. 

To  take  care  of  the  aged  the  bill  proposes  the  establishment  of  two 
types  of  old-age  pensions— noncontributory  and  contributory. 

Noncontributory  pensions  would  be  provided  for  persons  who  are 
already  superannuated  or  who  will  shortly  become  so,  and  for  those 
who  unexpectedly  find  themselves  without  means  in  old  age.     The 
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cost  of  these  pensions  would  be  borne  by  the  Federal  Government  and 
the  States  in  equal  proportions,  provided  that  the  share  of  the  Federal 
Government  is  not  more  than  $15  per  month  per  individual.  These 
pensions  would  be  payable  on  the  basis  of  need. 

The  cost  of  noncontributory  pensions  to  the  Federal  Government 
is  estmiated  by  the  Committee  on  Economic  Security  at  $136,000,000 
in  the  first  year  and  at  $1,294,000,000  in  1980,  if  a  compulsory  system 
of  contributory  pensions  is  not  established.  If  a  compulsory  system 
is  established  by  January  1937,  the  cost  to  the  Federal  Government 
by  1980  will  be  less  than  40  percent  of  the  estimated  amount,  or  about 
$520,000,000.     The  States  would  carry  an  equal  burden. 

The  system  of  contributory  pensions  vrould  be  applied  to  all 
manual  workers  and  to  nonmanual  workers  earning  less  than  $250 
per  month,  with  the  exception  of  Government  employees  and  persons 
covei-ed  by  the  Railroad  Retirement  Act.  The  cost  of  this  scheme 
would  be  met  by  imposing  a  tax  on  pay  rolls,  one-half  of  which 
would  be  paid  by  the  employer  and  the  other  half  by  the  employees. 

The  bill  before  you  provides  for  a  tax  commencing  on  January  1, 
1937,  at  1  percent  of  the  pay  roll  and  increasing  to  5  percent  of  the 
pay  roll  in  1957.  The  Committee  on  Economic  Security  estimates 
that  under  this  scheme  income  will  exceed  payments  until  the  year 
1965  when  the  reserve  will  amount  to  $15,250,000,000.  After  1965 
it  is  proposed  that  the  Federal  Government  should  make  vip  the  dif- 
ference between  receipts  and  payments  in  order  to  maintain  the 
reserve  at  that  level. 

The  income  from  contributions  and  interest  on  the  reserve  will 
amount  to  $2,200,000,000  per  year  by  1980.  The  contribution  of  the 
Federal  Government  by  1980  will  amount  to  $1,400,000,000  per  year. 
To  meet  the  annual  cost  of  the  compulsory  scheme  in  1980  there  will 
thus  be  available  $3,600,000,000.  In  addition,  the  Committee  on 
Economic  Security  estimates  that  the  cost  of  noncontributory  pen- 
sions will  be  about  $1,040,000,000  in  which  the  Federal  Government 
and  the  States  will  share  equally.  Total  payment  on  account  of 
pensions  in  1980  is  thus  estimated  at  $4,640,000,000. 

The  plan  which  is  proposed  to  you  is  not  solvent.  To  make  the 
contributory  scheme  actuarially  solvent  it  would  be  necessary  to 
accumulate  a  reserve  of  $75,000,000,000,  according  to  the  Committee 
on  Economic  Security.  The  Committee  realizes  the  difficulties  in- 
volved in  connection  with  the  building  up  and  investment  of  a  reserve 
of  this  size  as  well  as  that  it  would  impose  an  unfair  burden  on  the 
younger  members  of  the  present  generation.  You  would  put  5  percent 
on  the  present  generation. 

Senator  King.  I  would  like  to  ask  for  information,  because  I  am 
rather  bewildered  when  you  get  to  those  astronomical  figures. 

Mr.  Hooker.  We  are  all  bewildered. 

Senator  King.  In  view  of  the  fact  that  there  will  be  so  many  who 
will  not  make  contributions  to  this  involuntary  assessment,  in  view 
of  the  fact  that  the  number  who  will  make  contributions  will  be,  to 
my  way  of  thinldng,  onlj^  a  fractional  part,  perhaps  50  percent  or  more 
of  all  of  those  who  are  employed  and  who  will  need  support  after  they 
attain  that  age,  I  do  not  see  how  it  is  possible  to  accumulate  a  fund 
of  such  magnitude.  It  seems  to  me  it  will  be  in  the  red  most  of  the 
time.  I  am  not  at  all  satisfied  that  those  actuarial  figures  if  they  are 
actuarial  figures,  rest  upon  any  sound  computation  or  any  rational 
basis. 
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Mr.  Hooker.  Senator,  that  is  why  I  want  this  thing  studied  and 
studied  and  studied,  and  not  a  6-months'  study  or  anything  hive  this, 
involving  $75,000,000,000  capitalized,  when  it  only  represents  half  of 
the  people,  and  it  might  be  $150,000,000,000  if  it  took  in  the  other 
half.  It  is  a  thing  which  should  be  worked  out  in  the  calm  and 
quiet  of  a  different  time  from  this. 

On  the  other  hand,  the  committee  admits  that  in  its  present  form 
the  plan  will  impose  a  terrific  burden  on  future  generations.  They 
found  themselves  between  Scylla  and  Charybdis,  and  they  recom- 
mended to  the  President  a  plan  which  is  not  perfect  and  which 
presents  immense  difficulties. 

In  1980,  that  is  45  years  from  today,  persons  65  years  of  age  and 
over  would  receive  an  annual  sum  of  about  $4,600,000,000.  Forty- 
five  years  from  today— think  of  it.  I  am  buying  power  under  con- 
tracts that  have  50  years  to  run.  Forty-five  years  is  nothing.  It 
will  be  on  us  before  we  know  it. 

Senator  Black.  Not  all  of  us. 

Senator  King.  We  hope  you  have  immortality.     [Laughter.] 

Mr.  Hooker.  Senator,  you  are  talking  to  probably  the  average 
common  or  garden-variety  of  employer  who  will  have  to  pay  this  bill. 
I  think  I  represent  a  fair  cross-section  of  the  man  who  has  built  up 
his  own  business,  is  trying  to  run  it,  has  a  deep  interest  in  his  em- 
ployees, more  than  in  anything  else  in  the  world,  and  who  wants  to 
keep  his  business  running  so  that  he  can  keep  on  employing  his 
employees,  and  who  has  not  let  one  man  go  during  the  depression 
and  who  has  lowered  the  salaries  of  his  employees  less  and  brought 
them  back  first,  with  the  officers  of  his  company  going  down  first 
in  their  salaries  and  not  having  yet  been  restored.  That  is  the  way 
we  care  about  our  labor. 

Senator  Hastings.  I  do  not  think  you  have  in  the  record  how  many 
employees  you  have. 

Mr.  Hooker.  I  am  representing  275,000  employees  in  the  chemical 
industries.     I  have  600  in  my  ov/n  plants. 

Senator  Connally.  You  say  you  are  the  type  of  emplo5^er  who  has 
to  pay  that  bill.  Wouldn't  you  be  able  to  pass  any  of  that  on  to  the 
consumer 

Mr.  Hooker.  Senator,  not  so  long  ago  you  passed  a  bill  down  here 
called  the  N.R.  A. 

Senator  Connally  (interposing).  I  did  not  pass  it;  I  did  not  vote 
for  it. 

Mr.  Hooker.  Excuse  me  for  saying  that  you  did.  Senator;  I 
apologize.  Under  the  statements  that  were  made  at  that  time,  I 
was  informed  that  if  I  met  the  requirements  of  that  bill,  that  the  large 
added  cost — we  were  then  in  the  red — that  the  large  added  cost  would 
be  passed  on  to  the  consumer  and  we  could  raise  our  prices  accordingly 
and  that  it  would  be  of  com^se  expected  that  that  would  be  done. 

Senator  Black.  WTio  told  you  that? 

Mr.  Hooker.  Everybody.  The  spokesman  at  Wasliington — 
whoever  that  is. 

Senator  Black.  I  am  just  interested  in  knowing  who  actually  said 
that. 

Mr.  Hooker.  That  was  in  the  papers  all  over. 

Senator  Black.  I  made  that  statement  on  the  floor  and  it  was 
denied  to  me.  I  was  objecting  to  it  on  the  ground  that  they  would 
pass  it  on,  and  I  was  told  that  that  was  not  the  object. 
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Mr.  Hooker.  You  may  rest  in  peace,  Senator,  because  they  did 
not  pass  it  on. 

Senator  Black.  Is  your  business  better  now  than  it  was  then,  or 
worse? 

Mr.  Hooker.  The  amount  that  we  had  to  pass  on  to  our  pay 
roll — the  amount  that  we  had  to  add  to  our  pay  roll  at  that  time — 
was  supposed  to  be  made  up  by  an  increased  price  in  our  products. 
Not  one  single  nickel  were  we  able  to  raise  our  prices,  and  every 
attempt  we  made  to  raise  our  prices  was  discouraged. 

Senator  Black.  That  is  fine. 

Mr.  Hooker.  No;  it  is  not  fine  when  you  know  what  our  earnings 
are.     Not  if  you  want  to  get  any  of  this  money  to  pay  these  bills  with. 

Senator  Black.  Is  your  business  better  or  worse? 

Mr.  Hooker.  It  was  larger  in  volume  and  worse  in  earnings. 

Senator  Black.  How  much  larger  in  volume? 

Mr.  Hooker.  The  business  is  quite  largely  increased  in  volume. 

Senator  Black.  Is  it  two  or  three  times  as  much? 

Mr.  Hooker.  It  is  twice  as  large,  and  we  are  making  no  more  money 
than  we  did  when  we  were  half  as  large. 

Senator  Connally.  But  that  volume  did  give  increased  employ- 
ment?    It  made  more  men  busy? 

Mr.  Hooker.  Oh,  yes ;  we  are  running,  and  we  are  running  a  machine 
that  is  marking  time. 

Senator  Connally.  In  fairness  to  the  N.  R.  A.,  if  it  did  even  that, 
it  did  increase  employment. 

Mr.  Hooker.  The  only  point  I  want  to  make  here  is  that  we  are 
not  able  to  pass  it  on  at  all,  and  we  had  that  added  expense;  of  course, 
with  a  much  larger  volume  we  should  be  making  a  great  deal  more 
money. 

Senator  Black.  What  did  you  make  this  year? 

Mr.  Hooker.  If  you  would  like  me,  I  will  be  frank  with  you 

Senator  Black  (interposing).  I  do  not  care  to  ask  you  if  you  do 
not  care  to  state. 

Mr.  Hooker.  I  will  be  glad  to  tell  you. 

In  1980,  that  is  45  years  from  today,  persons  65  years  of  age  and 
over  would  receive  an  annual  sum  of  about  $4,600,000,000.  This 
figure  is  scarcely  comprehensible.  Since  the  birth  of  Christ  there 
have  been  just  about  1  billion  minutes.  The  significance  of  this 
figure  may  perhaps  become  apparent  if  we  compare  it  with  the  share 
of  national  income  going  to  some  of  our  major  economic  groups. 

This  figure  is  18  percent  higher  than  the  total  income  of  the  11 
million  people  engaged  in  farming  in  1933.  It  is  119  percent  higher 
than  total  dividend  payments  in  the  same  year.  It  amounts  to  almost 
90  percent  of  total  interest  payments  in  this  country,  including  in- 
terest on  about  $50,000,000,000  of  public  indebtedness,  Federal, 
State  and  local. 

Senator  Black.  That  is,  $1,400,000,000? 

Mr.  Hooker.  Yes. 

Senator  Black.  Do  you  have  figures  to  show  that  is  $100,000,000 
less  than  500  men  received  in  income  in  1929? 

Mr.  Hooker.  I  do  not  know  anything  about  those  astronomical 
figures.  The  taxes  in  this  country  are  paid  by  about  10  percent  of 
the  people. 

Senator  Black.  They  are  the  people  that  get  most  of  the  income. 
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Air.  Hooker.  You  must  preserve  that  10  percent.  I  claim  that 
I  am  a  typical  dray  horse  in  this  proposition  of  trying  to  make  some 
taxes  with  which  you  will  have  a  fund  to  spend  here  in  Washington 
for  Government  maintenance. 

I  think  that  we  need  more  time  and  more  factual  information  to 
understand  the  implications  of  the  plan  here  proposed.  The  bill 
which  you  are  considering  would  not  help  the  unemployed,  and  it 
would  not  be  of  much  value  to  the  workers  who  are  now  employed. 
Contributions  for  old-age  pensions  would  not  begin  until  January 
1937.  There  is  no  need,  therefore,  for  rushing  the  bill  tlirough  in 
such  a  hurry.  As  a  matter  of  fact,  I  am  convinced  that  the  people 
whom  it  is  intended  to  help  would  be  greatly  benefited  by  a  more 
intensive  study  of  the  scheme  here  proposed  and  all  its  implications. 

In  particular,  I  should  like  to  urge  you  not  to  impose  special 
burdens  on  industry  at  the  moment  when  it  is  trying  to  pull  itself 
out  of  the  worst  depression  in  its  history.  Any  measure  which 
raises  costs  is  detrimental  to  recovery.  The  bill  you  have  before 
you  now  Mall  eventually  place  a  burden  on  business  equivalent  to 
over  17  percent  of  the  pa}^  rolls  affected. 

My  proposal  to  you,  therefore,  is  to  appoint  two  joint  congressional 
committees,  one  to  make  a  comprehensive  study  of  the  question  of 
•unemployment  insurance  or  compensation  and  the  other  to  investi- 
gate fully  the  problems  of  old-age  dependency  and  the  best  measures 
for  its  relief.  In  the  meantime,  emergency  measures  should  be  devised 
to  take  care  of  the  unemployed  and  the  aged  who  find  themselves 
without  adequate  means  of  support. 

Twenty-five  years  ago,  here  and  there  in  Europe,  and  particularly 
in  England,  were  outstanding  examples  of  enlightened  self-interest 
on  the  part  of  employers  in  their  relations  with  labor.  Present-day 
examples,  such  as  Seebohm  Rov,ntree,  and  the  industrial  garden  cities 
in  England,  and  Duchemin  in  France,  will  serve  to  illustrate  this  point. 
During  these  last  25  years,  such  individuals  have  multiplied  in 
America,  until  this  country  is  outstanding  beyond  all  other  nations 
and  any  other  time  in  generous  interest  and  action  in  regard  to  social 
security.  Industry  has  graduated  from  paternalism  to  the  basis  of 
generous  dealing  as  a  matter  of  right  and  reason.  There  has  never 
been  a  time  when  these  relationships  between  capital  and  labor  were 
as  close  and  as  understanding  as  they  are  here  today,  and  no  one  should 
question  the  steady  upbuilding  of  employee's  security  in  progress 
today  here  in  our  midst  Avithout  governmental  intervention. 

I  speak  of  this  because  such  acquaintanceship  as  I  have  with  the 
American  industrialists  convinces  me  that  these  men  are  completely 
in  sympathy  with  any  sound  and  reasonable  advance  along  the  lines 
which  are  assumed  to  have  inspired  this  bill  and  which  would  be 
practicable  for  industry  and  the  Government  to  carry  out. 

It  is  estimated  that  these  proposals  would  eventually  put  a  total 
burden  on  business  of  something  like  17  percent  of  its  pay  roll;  the 
Federal  corporation  tax  alone  today,  even  on  relatively  modest 
industries,  is  upwards  of  12  percent  on  their  income. 

Business  in  general  showed  a  net  loss  in  this  country  in  1933  of 
$4,000,000,000;  in  1932  the  loss  was  $9,500,000,000;  in' 1931  it  was 
$8,600,000,000;  and  in  1930  it  amounted  to  $5,100,000,000  according 
to  Government  figures.  Each  3-ear  the  total  assets  of  the  Nation 
were  reduced  by  these  staggering  amounts. 
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Referring  to  a  small  business  enterprise  which  I  founded  and  in 
which  I  am  responsible  for  paying  these  Government  taxes,  we  have 
reduced  the  modest  salaries  of  executives,  cut  out  common-stock  divi- 
dends and  later  preferred-stock  dividends  and  then  reduced  wages 
last  of  all  for  a  short  period.  We  then  reinstated  wages  first  and  at 
the  same  time  kept  all  employees  at  work  and  materially  increased 
the  number  of  employees  by  increased  volume.  We  have  found  our- 
selves with  a  net  loss  of  a  quarter  of  a  million  2  succeeding  years,  and 
now  under  these  tax  burdens,  having  reinstated  labor's  pay,  are  only 
earning  about  the  interest  on  the  preferred  stock,  while  the  officers' 
salaries  remain  at  the  reduced  figure.  That  example  is  considered 
one  of  the  less  drastic  types  of  punishment  which  business  has  suffered 
of  late  years,  and  just  how  would  such  a  business  as  that  continue  to 
pay  taxes  to  the  Government  if  it  were  to  have  loaded  upon  it  such  ad- 
ditional burdens  as  are  here  proposed. 

Your  committee  has  before  it  proposed  expenditures  for  the  mainte- 
nance of  Government  of  about  84,000,000,000  with  an  income  of  a 
similar  amount.  On  top  of  that  you  are  asked  to  appropriate 
$4,800,000,000  for  work  as  emergency  relief,  unbalancing  the  Budget 
by  that  amount.  The  security  matters  we  are  discussing  todav  are 
proposed  to  be  added  to  this  burden,  which  in  turn  is  added  to  in- 
dustry's present  tax  load  of  toda3^ 

Our  generation  found  itself  in  a  war  in  which  we  increased  the 
public  debt  by  $27,000,000,000.  We  are  also  responsil^le  for  $9,000,- 
000,000  of  foreign  private  loans  of  doubtful  security.  Our  generation 
has  been  responsible  for  the  contracting  of  $10,000,000,000  of  war 
debts  as  yet  unpaid.  For  myself,  I  am  unable  to  see  how  this  financial 
burden  is  anything  but  the  burden  of  our  own  generation.  Our 
children  and  grandchildren  will  have  their  wars  and  their  depressions 
to  pay  for,  and  if  we  pass  on  to  them  the  cost  of  our  war  and  our 
depression  can  anyone,  from  a  reasonable  point  of  view,,  assume  that 
it  is  fair  on  top  of  that  for  us  to  indulge  our  desire  for  wdiat  we  would 
like  to  do  in  w^elfare  work  unless  we  pay  for  it  ourselves?  They  will 
have  their  own  ideas  of  what  they  want  to  do  and  they  have  every 
right  to  indulge  their  generous  impulses  about  these  things,  but  we 
have  no  right  to  foreclose  their  opportunity  to  do  so.  From  my  point 
of  view,  we  have  an  immediate  emergency  which  we  must  meet  with 
emergency  taxation  and  emergency  payments  to  the  unemployed 
and  should  pay  for  it  within  our  own  generaton. 

After  we  have  done  so  and  taxed  ourselves  for  it,  then  is  the  time 
for  us  to  consider  whether  we  can  afford  to  do  these  wholly  desirable 
but  extraordinarily  expensive  things  and  pay  for  them  ourselves. 

Senator  Kincj  (acting  chairman).  Thank  3^ou  very  much.  Is  there 
anything  else  you  wish  to  submit? 

Mr.  Hooker.  So  much  for  that  rather  dry  document. 

As  an  American  business  man  of  the  smaller  type  I  feel  that  we 
come  before  you  Senators  of  the  Finance  Committee  as  the  only 
people  w^ho  can  protect  us  in  business  from  the  danger  of  havmg  our 
business  ruined  and  our  possibility  of  earning  taxes  for  the  Govern- 
ment destroyed. 

I  would  like  to  say  a  few  words  about  that  from  the  depths  of  my 
own  experience.  Four  years  ago  my  company  lost  $250,000;  the  next 
year  it  lost  $250,000.  The  next  3^ear  it  made  less  than  the  interest 
on  its  preferred  stock.     This  year  just  finished  it  made  the  interest 
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on  its  preferred  stock.  There  is  no  water  in  this  company;  it  is  an 
intetjral  unit  of  the  chemical  industry.  By  conference  with  my  com- 
petitors, 1  find  that  we  are  doing  as  well  as  they  are.  Our  industry 
in  general  is  considered  one  of  those  which  have  been  in  the  most 
advantageous  position;  we  have  not  suffered  as  drastically  as  others 
have.     1  only  know  of  our  own  experience. 

Senator  King.  What  is  the  product  of  your  plant? 

Mr.  Hooker.  Heavy  chemicals.  So  far  as  I  know,  for  each 
$5,000,000  units  of  honest  investment  in  our  kind  of  business,  the 
earnings  over  the  last  4  years  available  for  dividends,  for  any  increases 
in  salarv,  or  the  restoration  of  salary,  or  to  pay  special  payments  to 
very  successful  executives  or  anything  of  that  kind,  for  common 
stock  dividends — after  a  business  has  been  operating  for  30  years  and 
has  built  up  a  great  goodwill,  it  certainly  should  be  entitled  to  earn 
something  besides  the  interest  on  its  preferred  stock.  Per  $5,000,000 
unit  in  that  kind  of  business,  so  far  as  I  am  able  to  ascertain,  ourselves 
and  our  competitors  have  had  $100,000  a  year  of  net  profits. 

Senator  Black.  What  did  you  have  in  1929? 

Mr.  Hooker.  Nothing  very  large. 

Senator  Black.  How  much?     Can  you  tell  me? 

Mr.  Hooker.  Per  $5,000,000  of  investment? 

Senator  Black.  No;  what  was  vour  company's  profit  in  1929? 

Mr.  Hooker.  1  should  think  that  $400,000  or  $500,000  was  the 
maximum. 

Senator  Black.  What  was  the  capital  stock? 

Mr.  Hooker.  The  capital  stock  is  about  $5,000,000. 

Senator  Black.  Did  you  have  any  holding  company  or  is  your 
company  independent? 

Mr.  Hooker.  Independent. 

Senator  Black.  You  have  no  subsidiaries? 

Mr.  Hooker.  A  completely  independent  company,  and  I  own  50 
percent  of  it. 

Senator  Black.  What  were  the  highest  salaries  and  bonuses  paid 
at  that  time? 

Mr.  Hooker.  We  never  paid  any  bonuses,  but  they  have,  and 
they  did  not  amount  to  very  much.  Maybe  $20,000  or  something 
like"  that.     My  salary  was  $35,000  a  year. 

Senator  Black.  That  was  the  highest? 

Mr.  Hooker.  It  is  now  reduced  by  two  20-percent  reductions. 

Senator  Black.  You  never  did  go  in  hke  some  of  them  did  wdth 
$200,000  or  $300,000  salaries? 

Mr.  Hooker.  Never  did  and  never  had  any  use  for  it. 

Senator  Black.  From  vour  experience  as  a  business  man,  do  you 
think  that  those  $200,000  or  $300,000  salaries  or  $1,000,000  bonuses 
and  salaries  are  helpful  or  detrimental  to  business? 

Mr.  Hooker.  1  never  agreed  with  Senator  Norris  that  $7,500  was 
the  most  salary  that  could  ever  be  earned  by  an  honest  man  under 
any  conditions.  The  kind  of  strain  that  business  men  carry  and  the 
great  burdens  of  mind  that  they  do  carry  call  for  a  certain  salary  away 
beyond  that.  I  remember  when  Senator  Norris  was  making  that 
remark  to  us  in  the  Agricultural  Conmiittee,  Senator,  that  Senatoi 
I'nderwood  sat  there  by  the  side  of  the  table  and  he  was  pa^dng  his 
sui)eriiitendent  $50,000  a  year,  and  on  the  other  side  of  the  table  sat 
another  one  of  the  Senators  who  was  paying  the  superintendent  of 
his  utility  company.  $50,000  a  year. 
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Senator  Black.  That  was  the  Muscle  Shoals  hearing? 
Mr.  Hooker.  Yes. 

Senator  Black.  You  testified  in  that,  as  I  recall? 
Mr.  Hooker.  Yes;  I  want  to  sa}''  to  you  Senators,  because  I  think 
this  is  the  right  opportunity,  that  the  way  we  are  staggering  under  12 
percent  of  income  tax  and  cannot  earn  $100,000  on  a  $5,000,000  invest- 
ment net,  is  something  that  none  of  you  would  be  satisfied  with. 
You  know  that  business  could  not  go  on  in  that  way. 

Senator  Black.  Do  you  believe  in  an  excess-profits  tax? 

Air.  Hooker.  I  do  not  believe  I  do. 

Senator  Black.  If  v/e  had  for  instance,  some  evidence  to  show  that 
some  companies  have  made  3  or  4  or  5  thousand  percent  a  year  on 
their  investment,  do  you  think  they  should  be  required  to  pay  an 
excess-profits  tax? 

Mr.  Hooker.  I  think  you  get  a  lot  of  misinformation. 

Senator  Black.  That  was  not  misinformation;  that  was  taken  from 
their  books  and  they  swore  to  it. 

Mr.  Hooker.  You  can  only  ask  me  questions  about  legitimate  and 
normal  honest  business. 

Senator  Black.  That  is  what  we  are  trying  to  do. 

Mr.  Hooker.  I  am  talking  to  you  from  that  standpoint,  and  I 
say  this,  that  when  we  realize  that  the  Senate  Finance  Committee  is 
the  only  body  we  know  of  to  protect  us  from  such  expenditures  as 
are  going  on  now  through  Washington  in  the  power  field,  you  will 
see  why  I  feel  that  I  ought  to  appeal  to  you. 

Senator  King.  I  think  perhaps  the  forum  to  which  you  should 
appeal  rather  than  the  Finance  Committee  is  the  Committee  on  Ways 
and  Means  of  the  House. 

Mr.  Hooker.  No,  Senator.  These  expenditures  that  are  called  for 
here  are  on  top  of  other  things  such  as  this.  The  administration  has 
asked  to  build  the  St.  Lawrence  Canal.  They  have  asked  to  develop 
900,000  horsepower  on  the  St.  Lawrence  when  there  is  400,000  horse- 
power in  Canada  that  cannot  be  sold,  and  200,000  horsepower  in 
New  York  State  that  cannot  be  sold. 

Senator  Connally.  That  does  not  relate  to  old-age  pensions? 

Mr.  Hooker,  That  puts  a  tremendous  burden  on  us. 

Senator  Black.  Your  company  could  not  have  gone  many  years 
if  it  had  continued  like  it  was  going  in  1930  and  1931? 

Mr.  Hooker.  No. 

Senator  Black.  That  was  impossible,  the  object  in  business  being 
to  make  a  profit. 

Mr.  Hooker.  Yes. 

Senator  King.  Is  there  anything  else  you  want  to  submit? 

Mr.  Hooker.  I  only  want  to  appeal  to  you  not  to  put  the  burde.is 
on  business  of  building  these  power  plants  in  the  Columbia  River 
Valley  and  in  the  Tennessee  Valley  and  in  the  St.  Lawrence  Valley. 
We  cannot  stand  it  and  we  cannot  pay  for  it. 

Senator  King.  Our  committee  does  not  deal  with  that. 

Mr.  Hooker.  You  are  dealing  with  passing  those  bills. 

Senator  Connally.  You  are  not  in  the  power  business? 

Mr.  Hooker.  I  am  a  consumer.  I  am  a  victim  of  the  power  busi- 
ness if  there  is  such  a  thing. 

Senator  Connally.  If  you  get  cheaper  power,  that  will  be  all  right 
for  you. 
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Mr.  Hooker.  Not  if  you  destroy  the  power  companies. 

Senator  Connally.  These  others  will  take  their  place. 

Mr.  Hooker.  Not  if  they  do  not  last. 

Senator  King.  At  this  point  in  the  record,  I  am  placing  a  memo- 
randum submitted  by  Prof.  Paul  H.  Douglas  of  the  University  of 
Chicago. 

Vnemploymknt  Insurance  Features  01*-  the  Wagner-Lewis  Bill  for  Social 
Security.     (S.  1130;  H.  R.  4142) 

By  Prof.  Paul  H.  Douglas  of  the  University  of  Chicago,  Department  of  Economics 

I  am  in  hearty  agreement  with  the  general  purposes  of  this  bill.  It  is  impossible 
to  rclv  exclusively  "upon  State  action  if  we  are  to  protect  the  aged  poor  and  those 
thrown  out  of  work  \)v  unemployment  and  through  no  fault  of  their  own.  For 
each  State  will  be  reluctant  to  levy  an  extra  assessment  upon  the  employers 
Avitliin  it  confines  lest  in  doing  so  it  should  place  these  enterprises  at  a  competitive 
disadvantage  in  comparison  with  employers  in  other  States  which  do  not  have 
to  pav  such  taxes  or  contributions.  The  tendency,  therefore,  is  for  the  States 
to  hold  Isack  and  for  much-needed  social  legislation  to  be  prevented  or  at  the 
least  greatly  delayed. 

It  is  greatlv  to  the  credit  of  the  administration  that  it  has  seen  this  funda- 
mental difficulty  and  that  it  proposes  to  have  the  Federal  Government  attempt 
to  get  united  action  on  much  needed  types  of  social  security.  If  I  must  criticize 
some  of  the  details  of  the  bill  as  presented,  I  do  not  want  to  l)e  understood  as 
attacking  the  primary  purposes  which  it  seeks  to  fulfill.  On  the  contrary,  as  one 
who  has  been  advocating  imemi)loyment  insurance  and  old-age  pensions  for  at 
least  15  vears,  I  heartily  approve  of  the  general  aim  of  this  program.  I  believe, 
however,"  that  these  fundamental  purposes  could  be  effected  better  if  certain 
vital  changes  were  made  in  the  bill,  more  particularly  in  those  sections  dealing 
with  unemployment  insurance. 

I.    THE    COMPARATIVE    UNDESIRABILITY    OF    THE    OFFSET    METHOD 

Choosing  to  adopt  a  Federal-State  system  rather  than  an  outright  Federal 
law,  the  method  which  is  proposed  of  obtaining  favorable  State  action  is  that 
of  a  tax  offset.  The  Federal  Government  imposes  a  tax  on  pay  rolls  which  by 
1938  must  amount  to  3  percent.  In  States  which  pass  unemployment  insurance 
laws  employers  are  then  permitted  to  have  the  amounts  which  they  contribute 
to  the  State  systems  credited  as  an  offset  against  the  Federal  tax  up  to  90  per- 
cent of  the  latter  amounts.  If  a  State  passes  such  an  unemployment  insurance 
act,  it  does  not,  therefore,  impose  any  additional  expense  upon  its  employers 
but  merely  permits  these  enterprises  to  make  their  contributions  to  a  local  fund 
which  will  relieve  the  local  unemployed  instead  of  these  moneys  going  to  Wash- 
ington and  possibly  being  spent  on  entirely  different  objects. 

This  plan  is  most  certainly  ingenious,  but  in  my  opinion  it  is  vitally  defective 
in  a  number  of  important  features: 

(1)  The  bill  lays  down  very  few  standards  to  which  the  State  systems  will  have 
to  conform  to  in  order  to  be  credited  with  the  offsets.  This  was  apparently  because 
of  the  fear  that  if  many  such  standards  were  set  up,  the  act  might  be  declared 
unconstitutional  on  the  ground  that  it  was  using  the  taxing  powers  for  a  purpose 
which  was  primarily  if  not  exclusiveh^  regulatory.  As  a  result,  the  act  leaves  a 
State  free  to  enact  iilmost  any  kind  of  unemployment-insurance  system  which  it 
wishes,  subject  to  a  few  simple  rules  governing  eligibility  for  benefit  and  to  the 
-requirement,  under  the  distribution  of  the  residual  funds  for  administration,  that 
the  personnel  of  the  State  services  be  on  a  merit  and  nonpoUtical  basis  and  that 
the  benefits  must  be  paid  out  through  the  State  employment  offices. 

But  no  standards  are  set  on  such  vital  matters  as  (a)  the  minimum  or  maximum 
length  of  the  waiting  period;  (6)  the  minimum  or  maximum  length  of  the  benefit 
period;  (c)  the  average  percentage  of  weekly  wages  to  be  paid  in  benefits;  (d)  the 
minimum  and  maximum  weekly  benefits;  (c)  provisions  for  part-time  employ- 
ment; (/)  whether  plant  reserves,  industry  reserves,  or  State-pooled  funds  are  to 
be  used;  (g)  the  salary  limit  for  including  nonmanual  workers.  While  some 
variation  and  experimentation  between  the  States  may  be  desirable,  it  is  apparent 
tliat  under  the  method  proposed  a  bewildering  varietj'  of  provisions  is  likely  to 
result  which  will  give  widely  varying  degrees  of  protection  to  workers  in  different 
States. 
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(2)  The  bill  in  its  present  form  does  not  make  any  provision  for  the  wide 
■differences  in  unemployment  between  the  various  States.  Thus  in  April  1930 
when  the  average  percentage  of  unemployment  among  the  nonagricultural 
workers  was  8.5  percent  for  the  country  as  a  whole,  the  average  for  Michigan  was 
13.9  percent;  for  Rhode  Island  11.2  percent,  Montana  10.7,  and  for  Illinois  10.1 
percent.  On  the  other  hand,  the  average  in  South  Dakota  was  only  3.9  percent. ' 
In  other  words,  there  was  almost  four  times  as  much  relative  unemployment  in 
the  State  with  the  highest  percentage  as  in  that  with  the  lowest.  If  the  4  years 
from  1930  to  1933  are  taken  as  a  whole,  the  actuaries  of  the  Committee  on 
Economic  Securitj^  estimate  the  average  for  the  country  as  25.8  percent.  Michi- 
gan, which  was  again  the  high  State,  however,  had  an  average  of  34.3  percent 
while  Georgia,  the  lowest  State,  had  an  average  of  17.0  percent. ^  Here  the 
highest  State  had  a  volume  of  unemployment  which  was  relatively  twice  that  of 
the  lowest. 

It  is  apparent,  therefore,  that  under  the  proposed  bill,  if  each  State  levies  the 
assessment  upon  employers  of  3  percent,  which  it  is  hoped  that  they  will,  the 
amount  of  benefit  which  can  be  given  will  vary  greatly  from  State  to  State. 
States  with  a  high  volume  of  unemployment  will  be  able  to  pay  only  a  few  week's 
benefit  to  their  unemployed  while  those  with  a  low  volume  will  be  able  to  provide 
much  more.  There  will  be  no  justification  for  any  such  treatment.  The  unem- 
ployed in  the  States  where  the  benefit  period  is  short  will  be  just  as  innocent  as 
those  where  it  is  much  longer.  There  is,  in  fact,  no  justifiable  reason  for  penaliz- 
ing them  because  of  the  accident  of  their  location. 

(3)  The  proposed  bill  will  also  result  in  48  different  sets  of  central  records  and 
probably  in  a  bewildering  variety  of  forms  and  administrative  procedure.  Any- 
one who  has  spent  any  time  studying  the  handling  of  the  central  records  of  the 
British  system  at  Kew  will  realize  the  necessity  of  a  relative  concentration  of  these 
records  in  at  least  large  districts.  There  is  good  evidence  to  indicate  that  most 
States  are  too  small  administrative  units  to  handle  this  work  effectively. 

(4)  The  proposed  bill  makes  no  provision  for  those  workers  who  acquire 
eligibility  in  one  State  and  who  on  moving  to  another  become  unemployed.  It, 
therefore,  largely  leaves  migratory  workers  out  of  its  protection.  The  numbers 
of  this  class  are,  in  absolute  terms,  fairly  large.  And  many  of  them  need  protec- 
tion against  unemployment  more  acutely  perhaps  than  any  other  group.  Yet 
the  present  bill,  by  making  eligibility  occur  exclusively  within  a  State  and  not 
the  country  as  a  whole,  debars  this  class  from  aid. 

(5)  The  proposed  bill,  so  far  as  its  "offset"  features  are  concerned,  will  be 
ineffective  in  enforcing  such  few  standards  as  it  prescribes  for  the  States.  If 
A  State  violates  any  of  these  standards,  the  only  way  the  offset  provisions  can  be 
used  will  be  to  declare  that  an  employer's  contributions  to  a  State  fund  will  not 
be  credited  against  the  Federal  pay-roll  tax.  If  this  were  done,  the  employers 
would  have  to  pay  double.  In  practice,  the  Federal  authorities  would  be  almost 
completely  unwilling  to  invoke  such  a  severe  penalty  against  private  parties  who 
would  not  have  been  guilty  of  any  offense.  In  practice,  therefore,  the  offset 
features  would  be  almost  completely  ineffective  in  maintaining  uniform  standards 
■on  these  few  points  now  covered  in  the  biU.  Nor  could  they  be  used  to  lay  down 
further  standards  in  the  future. 

A  greater  degree  of  control  can  be  exercised  by  the  Federal  Government  through 
the  10  percent  of  the  pay-roll  tax  which  it  retains,  and  then  presumably  redistrib- 
utes to  the  States  in  order  to  provide  for  their  administrative  cost.  These 
sums  can  be  withheld  if  the  States  do  not  conform  to  proper  standards  of  person- 
nel. This  is  important,  but  it  should  be  noted  that  it  is  effected  only  by  aban- 
doning the  offset  feature  so  far  as  this  part  of  the  funds  is  concerned  and  resorting 
to  an  outright  Federal  subsidy  plan, 

(6)  In  practice,  employers  will  have  to  make  two  sets  of  contributions.  The 
first  will  be  to  the  States  under  the  State  unemployment  insurance  laws.  The 
second  will  be  to  the  Federal  Government  for  the  three-tenths  of  1  percent  of  the 
pay  roll  which  is  to  be  used,  through  redistribution,  for  administrative  expenses 
(sees.  406  and  602).  There  will  be  some  extra  difficulty  imposed  upon  employers 
in  paying  their  contributions  to  two  different  sets  of  officials. 

(7)  Perhaps  most  important  of  all  is  the  fact  that  the  offset  law  will  tend  to 
confine  not  only  the  present  but  the  future  financing  of  unemployment  insurance 
to  a  levy  upon  pay  rolls.  For  such  is  the  nature  of  the  Federal  tax.  A  State 
cannot,  therefore,  obtain  offsets  for  its  citizens  if  it  wishes  to  finance  a  portion  of 

'  Supplement  to  the  report  to  the  President  of  the  Committee  on  Economic  Security  (1935),  pp.  5-6. 
2  Idem. 
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the  costs  from  income  or  excess-jirofit  taxes.  These  could  not  be  offset  against  a 
Federal  tax  on  pay  rolls  since  they  would  not  fall  exclusively  on  the  same  persons 
or  to  the  same  degree  upon  identical  persons. 

It  may  well  be  held  bv  some,  however,  that  a  portion  of  the  costs  of  standard 
benefits  should  be  met  by  taxes  upon  those  who  can  best  afford  them  and  which 
will  not  either  be  shifted"  backwards  to  the  workers  or  forward  to  the  consumers. 
The  offset  method  prevents  this  method  of  financing  from  being  used  within  the 
range  of  protection  afforded  bv  the  pay-roll  levy. 

There  are  also  many  who,  while  they  would  be  initially  willing  to  finance  un- 
emplovment  insurance  from  a  i)av-roll  tax  would  wish  to  have  some  of  the  financ- 
ing later  shifted  toward  income  and  excess-profits  taxes  or  at  the  very  least  would 
like  to  have  this  po.ssibility  left  open.  But  this  cannot  l)e  done  so  far  as  the  basic 
protection  is  concerned  as  long  as  the  ])rinciple  of  offsets  against  pay  rolls  is  re- 
tained. The  proi)osed  measure,  therefore,  forecloses  future  as  well  as  present 
recourse  to  these  other  methods  of  finance.  For  all  these  reasons,  therefore,  the 
offset  feature,  while  better  than  no  Federal  action  at  all,  is  seen  to  be  clumsy  and 
comparatively  ineffective. 

II.    A    NATIONAL    SYSTEM    OF    UNEMPLOYMENT    INSURANCE 

From  the  economic  and  administrative  standpoints,  there  can  be  little  doubt 
that  an  outright  national  system  of  unemployment  insurance,  under  which  the 
Federal  Government  would  at  once  cjllect  the  money  and  disburse  the  benefits 
would  be  superior  to  any  other  system. 

1.  It  would  provide  a  uniformity  of  rules  and  provisions  for  the  country  as  a 

whole.  i      J     J-     A- 

2.  Administrative  records  could  be  relatively  centralized  and  a  standardization 
of  forms  effected.  The  country  could  be  divided  into  some  eight  or  ten  adminis- 
trative districts,  each  of  which  would  have  a  set  of  central  records. 

3.  Migratory  workers  and  those  transferring  from  one  State  to  another  would 
not  lose  their  claim  to  benefit.  . 

4.  Since  the  insurance  fund  would  be  Nation-wide  in  scope,  a  uniformity  in 
benefits  would  be  provided.  The  unemijloyed  in  States  with  high  unemployment 
would  not  be  penalized  because  of  the  accident  of  residence,  but  would  share 
equally  with  all. 

5.  There  would  be  no  problem  of  keeping  the  localities  up  to  minimum  stand- 
ards, since  this  would  follow  from  the  fact  that  the  administration  would  be  in 
central  hands. 

6.  Employers    would    make    their   contributions   to    only    one   governmental 

7.  tiie  Government  could,  if  and  when  it  wished,  use  other  methods  of  financing 
the  pavment  of  unemplovment  benefits  in  addition  to  the  levy  on  pay  rolls. 

I  presume  that  the  objections  which  are  chiefly  advanced  against  such  a  na- 
tional svstem  are  primarily  constitutional  and  (in  the  better  sense  of  the  terrn) 
political.  I  am  not  a  constitutional  lawyer,  but  it  should  be  noted  that  the  bill 
properly  calls  for  a  national  system  of  old-age  annuities  in  which  the  contributions 
of  employed  persons  and  of  employers  are  paid  into  a  Federal  fund.  This  is  the 
only  practicable  wav  of  handling  this  situation  in  view  of  the  way  in  which  many 
people  move  from  State  to  State  during  their  working  life.  But  what  I  chiefly 
want  to  emphasize  in  this  connection  is  that  the  drafters  of  this  legislation  evi- 
dently believed  that  such  a  national  system  of  old-age  annuities  would  be  con- 
stitutional. If  this  is  so,  there  would  seem  to  be  at  least  equal  reason  to  believe 
that  a  national  svt^tem  of  unemployment  insurance  would  also  be  constitutional. 

In  fact,  the  case  for  the  constitutionality  of  a  national  system  of  unemployment 
insurance  would  seem  to  be  appreciably  stronger  than  that  for  old-age  annuities. 
For  old-age  annuities  will  be  paid  steadily,  irrespective  of  whether  we  are  in 
periods  of  prosperity  or  depression.  Unemployment  insurance  benefits,  however, 
will  be  paid  out  primarily  in  periods  of  depression.  As  such  they  will  conse- 
quently serve  to  build  up"  and  steady  consumers'  purchasing  power  during  such 
depressions  and  hence  decrease  their  severity.  The  prospect  of  benefits  will, 
moreover,  lessen  the  hectic  savings  of  the  working  classes  during  the  early  stages 
of  a  depression  and  will  lead  to  a  better  distribution  of  these  savings  over  longer 
periods  of  time.  The  decrea.se  in  the  demand  for  consumers  goods  and  services 
at  such  periods  and  the  piling  up  of  idle  savings  in  banks  where  they  are  "steri- 
lized" will,  therefore,  be  lessened  and  a  further  cumulative  cause  of  depressions 
will  be  reduced. 

It  wouUl  seem  to  me,  therefore,  that  a  national  system  of  unemployment  insur- 
ance can  be  defended  constitutionally  on  the  added  ground  that  it  helps  to  protect 
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the  integrity  of  commerce  and  trade  as  a  whole  and  that  it  thus  falls  within  the 
power  of  Congress  "to  regulate  commerce  *  *  *  among  the  several  States," 
and  the  implied  powers  which  were  stressed  by  the  great  jurist  John  Marshall  as 
falling  within  the  provision  that  Congress  could  "make  all  laws  which  shall  be 
necessary  and  proper  for  carrying  into  execution  the  foregoing  powers." 

Furthermore,  if  there  is  still  any  doubt  as  to  whether  a  national  system  of 
unemployment  insurance  would  be  declare  constitutional,  I  would  suggest  that 
this  can  be  lessened  by  Congress  passing  two  acts  instead  of  one.  The  first  could 
collect  the  funds;  the  second  could  outline  the  benefits.  Congress  would  certianly 
have  the  power  to  tax  in  this  way.  There  are,  moreover,  almost  no  limitations 
upon  the  spending  powers  of  Congress,  so  that  the  payment  of  unemployment 
benefits  would  seem  to  be  above  legitimate  criticism  as  constitutional.  Even  if 
a  national  system  of  unemployment  insurance  were  to  be  declared  unconstitu- 
tional, if  these  two  features  were  to  be  joined  together  (which  I  do  not  believe) 
I  suggest  that  it  should  be  able  to  run  the  constitutional  gamut  if  they  were  put 
asunder. 

I  do  not  feel  competent  to  pronounce  on  the  broader  political  aspects  of  a 
national  system  of  unemployment  insurance,  but  I  believe  that  the  Congress  of 
this  country  is  well  able  to  pass  upon  such  considerations  and  if  they  decide  that 
it  is  proper  from  this  standpoint,  I  would  be  more  than  willing  to  accept  their 
judgment.  From  the  administrative  and  economic  aspects  of  the  problem,  a 
national  system  would  most  decidedly  be  superior. 

III.    A    FEDERAL    TAX    REMISSION    SYSTEM 

If  it  should  be  decided,  however,  that  an  outright  national  system  was  not 
practicable  or  expedient,  a  Federal  tax  remission  plan  would  be  preferable  to  the 
ofifset  method.  Under  the  tax  remission  plan,  the  Federal  Government  would 
levy  taxes  to  collect  the  necessary  funds  and  it  would  then  distribute  these  i$ums 
back  to  those  States  which  passed  satisfactory  unemployment  insurance  laws. 
Such  a  system  would  have  distinct  advantages  over  the  tax  offset  method. 

1.  It  would  permit  more  thorough-going  and  adequate  standards  to  be  laid 
down  as  a  basis  for  State  action. 

2.  By  withholding  a  portion  of  the  sums  collected  for  a  national  reinsurance 
fund,  aid  could  be  given  under  proper  controls  to  those  States  with  relatively 
high  unemployment  so  that  a  uniformity  of  minimum  benefits  could  virtually  be 
assured  to  the  unemployed  of  all  States.  Judging  by  the  experience  for  the  years 
1930-33,  it  would  seem  fairly  safe  for  the  Federal  Government  to  retain  one-third 
of  the  total  receipts  for  such  purposes  and  for  those  mentioned  in  the  next  para- 
graph. 

3.  With  such  a  central  fund,  it  would  be  possible  to  take  care  of  those  workers 
who  transferred  from  one  State  to  another. 

4.  The  Federal  Government  would  have  a  much  greater  possibility  of  keeping 
the  States  up  to  satisfactory  standards,  since  it  could  simply  refuse  to  remit  the 
taxes  if  a  State  failed  to  carry  out  the  proper  administration  of  the  plan.  Uniform 
records,  etc.,  could  rather  easily  be  obtained. 

5.  Taxpayers  would  have  to  contribute  to  only  one  agency,  namely,  the  Fed- 
eral Government,  instead  of  to  two.  The  Federal  Government  would  subse- 
quently remit  these  taxes. 

6.  The  way  would  be  left  open  for  other  sources  of  revenue  than  the  pay-roll 
tax  to  be  used  if  and  when,  in  the  judgment  of  Congress,  this  became  desirable. 
A  portion  of  these  taxes  could  be  remitted  between  the  States  in  the  precise 
proportion  in  which  they  were  collected,  while  another  portion  could  be  dis- 
tributed according  to  the  relative  ratio  of  unemployment. 

IV.    OTHER  SUGGESTIONS  IN  THE  FIELD  OF  UNEMPLOYMENT  INSURANCE 

1.  The  provision  that  the  maximum  assessment  against  the  pay  rolls  shall  not 
exceed  3  percent  seems  much  too  cautious.  The  actuaries  attached  to  the 
President's  Committee  on  Economic  Security  have  estimated,  on  the  basis  of  the 
1922-30  experience,  that  such  an  assessment  (when  combined  with  a  4  weeks' 
waiting  period  and  benefits  equal  to  50  percent  of  the  wage,  subject  to  a  maximum 
weekly  benefit  of  $15)  would  only  provide  for  15  weeks  of  benefit  and  if  a  3  weeks' 
waiting  period  were  used,  for  only  14  weeks  of  benefits.^  This  is  very  inadequate, 
particularly  in  view  of  the  failure  of  the  bill  to  make  any  provision  for  those  who 
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will  exhaust,  their  claims  to  standard  benefits  but  still  be  in  need.  While  this 
benefit  period  may  be  extended  in  some  States  by  levying  a  small  contribution 
upon  the  employees,  it  is  not  certain  how  many  will  adopt  this  method.  Such 
a  policy  is,  moreover,  opposed  by  large  and  influential  sections  of  pojnilar  opinion. 
If  a  pay-roll  tax  is,  therefore,  to  be  used  as  the  exclusive  method  of  raising 
funds,  it  would  seem  wise  to  increase  the  maximum  assessment  to  4  percent. 
According  to  the  actuaries,  this  would  provide  24  weeks  of  benefits  with  a  4 
weeks'  waiting  period,  while  if  the  waiting  period  were  reduced  to  3  weeks,  21 
weeks  of  benefits  could  be  paid.  In  other  words,  by  increasing  assessments  by 
one-third,  the  length  of  the  benefit  period  could  be  extended  from  50  to  60  percent. 
Nor  would  this  constitute  too  heavy  an  ultimate  burden  upon  industry.  An 
assessment  of  4  percent  upon  the  pay  roll  would  amount  o'n  the  average  to  only 
around  nine-tenths  of  1  percent  of  the  sales  value  added  by  manufacturing, 
although  the  ratio  would  be  higher  in  the  service  trades.  It  should  also  be  remem- 
bered that  the  added  1  percent  could  be  met  by  the  Federal  Government  itself 
from  taxes  imposed  on  the  upper  income  brackets  and  upon  excess  profits. 

2.  The  bill  is  much  too  cautious  in  levying  a  tax  of  only  1  percent  upon  pay 
rolls  if  the  index  of  production  for  the  years  ending  October  1,  1935,  and  October 
1936,  does  not  exceed  84  percent  of  the  1923-25  average,  and  only  2  percent  if  the 
index  is  between  84  percent  and  95  percent.  These  sums  will  be  inadequate  and 
will  not  accumulate  a  sufficient  fund  for  protection.  I  would  much  prefer  to  have 
the  assessment  3  percent  or  4  percent  from  the  outset,  l)ut  if  this  cannot  be  done, 
I  would  suggest  that  the  assessment  be  fixed  at  2  percent  if  the  index  of  production 
is  less  than  90,  and  if  it  exceeds  this  figure  for  it  to  be  raised  to  the  full  amount. 

3.  As  at  present  drawn,  the  tax  upon  pay  rolls  is  levied  on  the  basis  of  the  total 
amount  of  the  pay  roll.  I  would  suggest  that  this  be  modified  to  include  only  the 
amounts  paid  to  those  w^ho  are  subject  to  unemployment  insurance.  These  could 
be  defined  as  (a)  all  w^age  earners  and  (b)  all  salaried  workers  receiving  less  than 
$50  or  $60  per  week.  In  this  way  the  employers  would  not  have  to  pav,  as  they 
should  not  be  compelled  to  do,  for  employees  who  are  not  under  the  protection  of 
the  unemployment  insurance  system. 

4.  The  bill  is  correct  in  including  establishments  which  employ  four  or  more 
wage  earners.  Because  of  administrative  reasons,  it  would  not  be  "wise  initially  to 
lower  this  form  of  coverage  any  further.  It  is  probable,  however,  that  certain 
specific  types  of  employment  should  be  excluded  initially  because  of  the  low  unem- 
ployment ratios,  excessive  seasonal  unemployment,  administrative  difficulties,  or 
political  reasons.  I  w^ould  suggest  that  agriculture  and  fishing  should  specifically 
be  excluded  in  the  beginning  and  also  public  employees  and  those  employees  of 
religious  and  charitable  institutions  employed  on  an  annual  salary  basis.  Some 
of  these  classes  might  be  included  later. 


V.    SUGGESTIONS    IN    THE    FIELD    OF    OLD-AGE    PENSIONS 

While  the  unemployment  insurance  provisions  of  the  bill  are  most  in  need  of 
amendment,  I  would  suggest  that  the  maximum  amount  which  the  Government 
would  contribute  towards  old-age  pensions  be  raised  from  $15  a  month  (sec.  7) 
to  at  least  S20  a  month.  In  many  cases,  particularly  in  urban  communities,  a 
total  of  $30  a  month  may  not  be  adequate  to  provide  "a  reasonable  subsistence 
consistent  with  decency  and  health"  (sec.  4). 

I  think  the  provision  that  the  States  must  pay  half  the  cost  of  such  old-age 
pensions  will  restrain  them  from  granting  excessive  amounts  in  pensions.  There 
is  little  justification,  therefore,  in  providing  that  the  Federal  Government  will 
not  give  aid  in  support  of  pensions  which  are  in  excess  of  $30  a  month.  By 
raising  the  Federal  limit  to  $20  a  month,  pensions  running  up  to  $40  will  be  made 
much  more  possible. 

I  am  not  certain  that  this  will  necessarily  entail  a  larger  appropriation  by  the 
Federal  Government  since  the  appropriations  provided  seem  to  be  based  upon 
the  assumption  that  1,000,000  old  people  will  receive  such  pensions.  This  is  five 
tinies  the  present  number  protected  by  present  State  old-age  pension  plans.  This 
estimate  seems  to  me  to  be  exceedingly  generous  and  the  added  $5  a  month  might 
not  necessitate  the  appropriation  of  any  added  sums. 

Senator  King.  The  committee  stands  adjourned  until  10  o'clock 
tomorrow  morning. 

(Whereupon,  at  1:35  p.  m.,  the  committee  is  adjourned  until 
Thursday,  P>b.  14,  1935,  at  10  a.  m.) 
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THURSDAY,  FEBRUARY   14,    1935 

United  States  Senate, 

Committee  on  Finance, 

Washington,  D.  C. 
The  Committee  met  pursuant  to  adjournment,  at  10  a.  m.,  in  the 
Finance    Committee    Room,    Senate    Office    Building,    Senator    Pat 
Harrison  (chairman)  presiding. 

The  Chairman.  I  desire  to  have  placed  in  the  record  at  this  point 
the  corrected  testimony  of  Miss  Susan  Lawrence  Davis,  of  Washing- 
ton, D.  C,  who  appeared  before  the  committee  on  the  pending  bill, 
Friday,  February  8. 

STATEMENT  OF  MISS  SUSAN  LAWRENCE  DAVIS,  WASHINGTON, 
D.  C,  REPRESENTING  THE  TOWNSEND-DAVIS  CLYSTERTORY 
HEALTH  TREATMENTS,  ATHENS,  ALA.;  ALSO  REPRESENTING 
MRS.  EMMA  H.  TOWNSEND,  CORSICANA,  TEX. 

Miss  Davis.  Mr.  Chairman  and  members  of  the  committee,  I 
come  before  you  to  ask  you  to  revive  a  piece  of  social-security  legisla- 
tion that  was  sponsored  at  one  time  by  Senator  John  H.  Bankhead, 
Sr.,  and  which  was  to  be  an  amendment  to  a  bill  that  was  before  the 
public  health  committee  and  introduced  in  the  Senate  by  Senator 
Ransdell,  of  Louisiana.  It  was  introduced  on  the  day  that  Woodrow 
Wilson  read  his  14  peace  points,  on  the  22d  of  January  1917,  a,nd  we 
soon  after  that  went  to  war  in  Europe  and  I  never  knew  what  became 
of  that  legislation.  But  I  have  been  on  the  firing  line  all  the  time. 
Now  that  the  United  States  Senate,  Father  Coughlin,  and  Will  Rogers 
have  finished  the  war,  I  want  to  get  back  to  that  legislation,  Mr. 
Chairman,  and  see  if  you  cannot  put  it  into  the  Economic  Security 
Act. 

The  Chairman.  Have  you  got  a  copy  of  the  bill? 

Miss  Davis.  Senator  Ransdell 's  bill? 

The  Chairman.  Yes. 

Miss  Davis.  No,  sir;  I  haven't.     I  have  a  copy  of  the  amendment. 

The  Chairman.  Put  that  into  the  record.  Miss  Davis. 

Miss  Davis.  Yes. 

The  amendment  to  S.  2215  (64th  Cong.,  2d  sess.)  is  as  follows: 

That  there  shall  be  established  a  division  of  personal  hygiene  and  human 
sanitation,  based  on  the  Townsend-Davis  clystertory  method  (intestinal  cleans- 
ing), for  the  prevention  of  infantile  paralysis  to  the  end  that  the  disease  be 
controlled  and  cured. 

That  an  appropriation  for  the  purchase  of  said  Townsend-Davis  clystertory 
method  be  made  by  the  United  States  Government,  the  sum  to  be  $1,000,000. 
That  said  method  be  disseminated  by  bulletins  of  instruction  and  personal 
•demonstration  to  the  people  of  the  United  States  and  possessions  for  the  pre- 
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ventioii  of  infantile  paralysis  and  other  preventable  and  curaljle  diseases,  can- 
cer, aj)pendicitis,  high  blood  pressure,  and  the  common  cold.  The  common  cold 
alone  causes  tlie  loss  of  billions  of  dollars  to  the  American  people  every  j^ear. 

The  duty  of  this  division  shall  be  to  investigate  and  encourage  the  adoption 
of  improved  metliods  of  liuman  sanitation  and  the  use  of  said  method  in  ridding 
the  human  intestines  and  blood  of  the  waste  material.  The  retention  of  ma- 
terial similar  to  pus  and  mucus  in  the  small  intestines  and  stomach  is  the  cause 
of  infantile  paralysis  and  other  diseases,  and  the  Townsend-Davis  clystertory 
method  removes  this  cause. 

Tliis  division  shall  be  known  as  the  "  Bureau  of  Instruction  in  Hygiene  for 
the  Prevention  of  Disease",  and  shall  be  a  clearing  house  for  all  methods  of 
Iiygiene,  nonmedical,  not  already  recognized,  for  the  conciuering  of  loathsome 
diseases  by  instruction  in  the  care  of  the  body.  A  nominal  sum  to  be  charged 
for  said  in.struction  will  maintain  the  bureau. 

Miss  Davis.  I  would  like,  Mr.  Chairman,  to  say  that  Senator 
Long  succeeded  Senator  Ransdell  in  the  Senate  and  he  has  adopted  a 
slogan,  "Share  our  wealth."  So  I  am  offering  our  slogan,  "Share  our 
health",  and  we  will  share  it  with  all  if  you  help  us. 

Mrs.  Townsend  discovered  this  method  and  we  have  developed  it 
for  a  period  of  35  years.  We  haven't  asked  for  any  funds  of  anybody, 
nor  of  the  Government,  while  the  physicians  have  been  financed  by 
all  the  foundations  and  the  Government.  Now  that  she  has  lived 
her  three  score  years  and  ten,  I  would  like  to  have  put  in  the  record 
what  Mrs.  Townsend's  home  paper  said  about  her.  Mrs.  Townsend, 
for  whom  I  am  speaking,  could  not  come  up  from  Texas. 

(The  statement  referred  to  is  as  follows:) 

[From  the  Daily  Sun,  January  1904,  Corsicana,  Tex.] 

Mrs.  Emma  H.  Townsend  left  today  for  Weatherford  where  a  large  class  in 
health  culture  awaits  her  instruction.  In  years  to  come  Corsicana  will  be 
erecting  a  monument  to  this  woman,  who  is  just  that  much  ahead  of  our  times 
in  her  knowledge  of  things  which,  as  a  benefit  to  humankind,  makes  them  wiser, 
healthier,  and  happier. 

Miss  Davis.  At  that  time  I  had  gone  to  work  for  her  in  the  clyster- 
tory method,  after  she  restored  me  from  being  an  invalid. 

The  Chairman.  I  w^as  just  going  to  suggest  to  you,  Miss  Davis, 
that  you  may  put  into  the  record  any  statement  you  want  in  elabora- 
tion of  your  views. 

Miss  Davis.  Yes,  sir.  I  first  took  this  measure  up  with  the  Eco- 
nomic Security  Committee  that  the  President  appointed,  in  order  to 
get  it  on  the  bill,  and  I  did  not  get  to  see  Miss  Perkins,  nor  Mr. 
Hopkins.  I  had  letters  from  Senator  Bankhead  and  Mr.  Bankhead, 
but  I  did  not  get  to  see  them.  I  did  see  Mr.  Witte,  and  he  wrote 
me  a  letter  in  which  he  said  that  they  would  not  take  up  any  health 
work  in  this  bill.  However,  I  find  that  Senator  Wagner  has  put 
it  in  the  bill,  and  if  it  does  not  put  you  out  too  much,  I  would  just 
like  to  read  this.  I  had  called  on  Mr.  Edwin  C.  Witte  in  reference 
to  the  endorsement  of  the  clystertory  health  treatments,  and  he  wrote 
me  as  follows: 

We  are  returning  herewith  the  material  which  you  left  with  us  a  few  days 
ago.  Since  our  committee,  however,  has  a  definite  field  which  it  must  cover 
in  its  rei)ort  and  this  does  not  include  public-health  activities  I  cannot  see  how 
we  can  take  up  this  proposal. 

But  I  find  that  they  did  take  it  up  in  the  bill,  so  that  is  the  reason 
that  I  come  before  you.  It  is  too  late  to  do  anything  with  that  com- 
mittee. The  bill  you  are  considering,  the  Economic  Security  Act, 
does  take  up  public-health  activities,  and  I  am  asking  that  the  Town  . 
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send-Davis  Clystertory  Health  Method  be  given  a  square  deal  under 
the  bill,  as  well  as  the  regular  medical  profession.  We  have  cured 
thousands  of  people  and  have  taught  them  how  to  stay  well.  We 
have  tested  this  treatment  for  35  years.  It  does  not  need  any  more 
testing,  and  with  the  statistics  I  can  present  to  you  of  the  illness  of 
our  people  I  am  sure  this  committee  will  help  us.  This  committee  was 
elected  by  the  people,  just  as  Mr.  Roosevelt  was,  and  he  will  receive 
your  decision  in  reference  to  including  the  clystertory  method  in 
this  Economic  Security  Act  favorably,  I  believe,  when  his  attention 
has  been  called  to  the  need  of  it  for  the  security  of  the  men,  women, 
and  children.  He  has  pledged  himself  to  do  this  for  them  while  he  is 
President. 

I  was  sent  to  Miss  Roche  by  a  White  House  secretary  but  was  told 
that  she  could  not  see  me. 

My  Congressman,  Hon.  Arthur  H.  Carmichael,  of  the  Eighth 
Alabama  District,  made  arrangements  for  me  to  talk  with  Mr.  Mc- 
Intyre,  Secretary  to  President  Roosevelt,  and  he  asked  me  to  present 
the  clystertory  treatment  to  him  with  the  endorsements,  which  I  did. 
Mr.  Mclntyre  wrote  me: 

I  do  not  believe  that  the  President  will  endorse  a  proposal  to  appropriate 
public  money  for  the  proprietorship  in  a  method  for  the  prevention  and  treat- 
ment of  disease  when  free  publication  is  so  frequently  made  by  others  of  such 
inatters.  If  you  care  to  make  free  a  detailed  publication  the  method  would,  I 
am  sure,  receive  attention  from  those  competent  to  express  an  opinion  of  its 
general  value.  In  the  meanwhile  the  permission  to  practice  the  method  given 
you  by  Congress  in  1929  should  assist  you  in  assembling  evidence  as  to  such 
value. 

When  I  was  granted  that  privilege  and  won  my  rights  to  practice 
through  the  District  of  Columbia  Committee,  I  had  two  of  this  com- 
mittee, Senators  Capper,  King,  and  Vandenberg  to  help,  who  gave  me 
a  certificate,  and  I  was  permitted  to  go  ahead  with  my  method. 
Senator  Copeland,  who  is  a  doctor,  agreed  with  them  in  conference. 
Now  the  "old  Republican  deal"  gave  me  a  square  deal,  and  I  am 
asking  the  Democratic  "new  deal"  to  give  us  a  square  deal  by  adopt- 
ing this  amendment  to  the  Economic  Security  Act  now.  Mr.  Luther 
Johnson,  Mr.  W.  B.  Bankhead,  Mr.  E.  B.  Almon,  Mr.  Frederick 
Zihlman,  Mr.  Frank  Bowman,  and  Mr.  Tom  L.  Blanton  won  my 
rights  in  the  House  of  Representatives 

I  submitted  evidence  as  to  the  value  of  the  clystertory  treatments 
to  Mr.  Mclntyre.  I  will  just  go  a  little  further  back  and  state  that 
when  Senator  John  H.  Bankhead,  Sr.,  first  introduced  this  social- 
security  legislation,  he  was  very  careful  to  make  a  very  extensive 
and  intensive  investigation  of  the  merits  of  this  method.  He  would 
never  have  sponsored  it  had  he  not  done  it.  On  his  own  private 
board  of  investigators  he  had  Dr.  John  H.  Wyeth,  Dr.  William  N. 
Polk,  and  Dr.  Simon  Baruch,  who  had  allowed  the  two  founders, 
Mrs.  Townsend  and  myself,  to  demonstrate  this  method  to  them. 
Dr.  Baruch  is  the  father  of  many  kinds  of  water  treatments  and  he  said 
he  thought  he  knew  it  all,  but  after  he  investigated  ours  he  said  it 
was  original,  it  was  scientific  and  effectual.  That  is  what  he  wrote 
my  Senator.  So  I  feel  that  Senator  Bankhead  did  not  introduce  any 
fantastic  legislation. 

The  Chairman.  Miss  Davis,  we  will  give  every  consideration  to 
it.     Have  you  any  other  matters  that  you  want  to  put  in  the  record? 

Miss  Davis.  I  just  want  to  say  this  much,  Senator.     The  appendi- 
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citis  record  for  1932  is  appalling,  as  given  by  .Frederick  L.  Hoffman,. 
LL.D.,  consulting  statistician  for  the  Prudential  Life  Insurance  Co.. 
The  higliest  death  rate  for  cities  with  excessive  appendicitis  death 
rates  is  46.9  per  100,000,  in  Salt  Lake  City,  and  the  lowest  death  rate,, 
which  is  in  I'nion  City,  N.  J.,  is  l.o.  No  explanation  can  be  given 
for  the  differences.  Mrs.  Townsend,  the  founder  of  tlie  clystertory 
treatment  method,  and  myself,  have  discovered  the  cure  for  appen- 
dicitis, and  when  we  reduce  the  death  rate  to  such  an  extent  it  would 
justify  the  $1,000,000  that  we  ask.  That  is  a  small  price  for  what 
we  have  done.  We  ask  it  liecause  we  cannot  afford  to  disseminate 
it  free,  and  we  know  of  no  doctors  who  have  not  been  financed  in 
some  way  or  other  by  some  foundation  of  our  Government.  I  hope 
they  will  continue  to  do  all  the  good  work  they  can.  1  would  like  to 
have  this  list  of  the  cities  with  these  death  rates  inserted  in  the  record. 

The  Chairman.  Very  well. 

(The  list  of  death  rates  referred  to  is  as  follows:) 

Cities  with  excessive  appendicitis  death  rates,  1932 
I  Rate  per  100,000) 


Salt  Lake  City 46.  9 

Lexington,  Kv 42.  9 

Oak  Park,  IlL 40.4 

Nasliville,  Tenn 39.  0 

Little  Rock.  Ark 38.  3 

Portland,  Maine 38.  0 

Memphis,  Tenn 37.  4 


Wheeling,  W.  Va 35.0 

El  Paso,  Tex 34.  3 

Greensboro,  N.  C 33.  7 

Jackson,  Mich 33.5 

Madison,  Wis 32.  7 

Savannah,  Ga 31.  6 

Dallas,  Tex 30.  1 


Cities  icith  loiv  appendicitis  death  rate,  1932 
[Rate  per  100,000] 


Union  Citv,  N.  J 1.  5 

Altoona,  Pa 2.  3 

Salem,  Mass 2.  3 

Akron,  Ohio 3.  0 

Topeka,  Ivans 3.  0 


Bedford,  Mass 3.  1 

Mount  Vernon,  N.  Y 3.  1 

Pasadena,  Calif 3.  6 

McKeesport,  Pa 5.3 

New  Rochelle,  N.  Y .5.  3 


Miss  Roche,  Assistant  Secretary  of  the  Treasury,  who  is  in  charge 
of  public  health,  stated  to  you  in  support  of  this  bill  before  you  that 
the  staff  of  the  Committee  on  Economic  Security,  created  by  Execu- 
tive order,  reported  to  the  President  that  the  annual  loss  to  families 
whose  incomes  were  less  than  $2,500,  from  illness,  in  wages  is 
$900,000,000  and  in  money  loss  is  $2,400,000,000.  The  loss  from 
infantile  paralysis  is  appalling.  "With  these  statistics  before  hun  I 
know  President  Roosevelt  will  not  object,  as  this  is  a  woman's  price 
for  the  cl^'stertory  treatments  and  only  Uncle  Sam's  pocket  change 
for  a  few  minutes. 

Dr.  Benjamin  Rush,  who  signed  the  Declaration  of  Independence, 
said  that  his  alopathic  school  of  medicine  should  not  build  a  medical 
oligarchy  in  any  country. 

In  1931  the  number  of  deaths  from  appendicitis  was  18.13,  equiva- 
lent to  15.2  per  100,000  population.  Regardless  of  its  practical  im- 
portance, appendicitis  has  been  neglected  as  a  public-health  problem. 
The  clystertory  treatment  })revents  operations.  I  hope  to  get  this 
legislation  pas.sed  as  a  part  of  the  bill  before  you;  that  it  include  an 
appro]3riation  of  $1,000,000  for  the  purchase  of  the  Townsend-Davis 
Cl3'stortory  Health  Treatments,  to  be  distributed  to  the  people  by  a 
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bulletin  and  other  means  of  instruction,  the  expense  to  be  borne  by 
the  Government,  but  no  expense  to  be  incurred  for  Mrs.  Townsend 
and  Miss  Davis  except  the  purchase  price.  This  million  dollars  will 
save  the  costs  of  illness.  We  can  furnish  many  testimonials,  if 
desired,  and  patients  will  appear  as  witnesses  for  the  clysertory 
treatments. 

The  Chairman.  Thank  you  very  much,  Miss  Davis. 

The  first  witness  this  morning  is  William  R.  Webster,  of  the  Con- 
necticut Manufacturers  Association. 

STATEMENT  OF  WILLIAM  R.  WEBSTER,  REPRESENTING  THE 
CONNECTICUT  MANUFACTURERS  ASSOCIATION,  BRIDGEPORT, 
CONN. 

Mr.  Webster.  I  am  Wilham  R.  Webster,  chairman  of  the  Board  of 
the  Bridgeport  Brass  Co.,  Bridgeport,  Conn.,  representing  the  Manu- 
facturers Association  of  Connecticut,  Inc.  My  own  company  oper- 
ates both  a  brass  mill  and  fabricating  departments  and  employs 
at  present  about  2,000. 

May  I  say  in  this  connection  that  that  is  more  employees  than  we 
averaged  throughout  1929.  Every  month  the  last  year,  with  the 
possible  exception  of  January,  with  respect  to  which  my  memory  is 
not  clear,  we  averaged  more  employees  on  the  pay  roll  than  we  did  in 
1929. 

The  Manufacturers  Association  of  Connecticut,  on  whose  behalf  I 
appear  today,  is  a  State-wide  organization  comprising,  with  few 
exceptions,  practically  all  eligible  industries  in  the  State  of  Connec- 
ticut, large  or  small.  When  I  say  "eligible  ",  I  use  the  word  advisedly^ 
because  the  association's  board  of  directors,  on  which  I  have  just 
finished  a  term,  sets  a  rather  high  standard  for  membership,  refusing 
admittance  to  those  who  do  not  look  upon  the  employment  relation- 
ship with  the  respect  which  it  deserves,  and  exercising  its  prerogative 
of  expulsion,  if  and  when  a  member  offends  against  established  law  or 
against  the  canons  of  decency. 

It  is  a  testimonial,  perhaps,  to  the  grade  of  men  who  make  up  Con- 
necticut industry  that  the  association's  ranks  are  so  close  to  100  per- 
cent. At  any  rate,  it  is  on  their  behalf  that  I  offer  these  comments  on 
the  bill  before  your  honorable  committee  today. 

I  shall  respect  the  committee's  patience  and  the  pressure  on  its 
time  by  refraining  from  argument  on  the  legal  or  constitutional 
phases  of  the  measure.  As  a  layman,  I  recognize  that  I  do  not  qualify 
as  a  spokesman  on  these  matters,  and  other  witnesses  will  doubtless 
offer  testimony  to  that  end.  Moreover,  such  lawyers  as  there  may  be 
on  this  committee,  together  with  such  legal  counsel  as  the  committee 
has  consulted,  are  doubtless  familiar  with  the  case  of  Bailey  v.  Drexel 
Furniture  Co.,  259  U.  S.  20  wherein  the  United  States  Supreme  Court 
ruled  that  the  use  of  the  taxing  power  to  achieve  by  indirection  an 
end  that  could  not  be  legally  accomplished  directly  was  an  invalid 
exercise  of  the  congressional  power.  Reduced  to  their  elementals, 
the  bills  before  your  committee  propose  to  do  just  that. 

Nor  will  I  dwell  at  any  length  on  the  retarding  effect  which  the 
program  embodied  in  these  bills  must  necessarily  have  upon  the  re- 
vival of  private  industry.  The  President  has  indicated  his  belief  in 
the  sound  principle  that  permanent  gains  in  employment  and  in  the 
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social  and  economic  well-being  of  the  American  people  can  come  only 
from  the  absorption  of  workers  into  private  industry.  It  must  be  plain 
that  the  penalty  intended  to  be  imposed  on  employers  for  irregular 
employment  will  tend  to  freeze  industrial  employment  on  the  lowest 
possible  level  at  which  the  annual  industrial  productivity  of  America 
can  be  turned  out.  I  recognize  that  stabilization  is  one  of  the  aims 
of  the  proponents  of  unemployment  compensation,  but  I  question 
whether  stabilization  at  a  permanently  low  level  is  to  be  preferred  to 
the  opportunities  of  additional  employment  which  industrialists  would 
feel  free  to  offer  in  times  of  exceptionally  good  demand,  if  they  were 
not  obliged  to  assume  permanent  responsibility  for  the  supplemental 
personnel  which  could  be  used  for  appreciable  periods.  1  recognize 
too  that  the  ultimate  objective  of  the  bills  before  you  is  permanent 
social  reform  rather  than  short-time  recovery ;  but  your  committee 
and  the  Congress  assumes  a  grave  responsibility  if  it  handicaps  the 
now  budding  recovery  movement  to  an  extent  that  will  render  reform 
of  little  practical  value  to  those  who  are  its  intended  beneficiaries. 

Couple  that  thought  with  the  recognized  truth  that  these  measures 
offer  future,  rather  than  immediate  help  and  you  have  an  added 
reason  why  an  already  overburdened  industry  should  not  be  required 
to  shoulder  the  extra  load. 

Our  principal  concern  in  Connecticut  is  with  the  size  of  this  load 
and  its  discouraging  effect  on  private  enterprise  at  a  time  when  the 
forces  of  recovery  have  gotten  such  impetus  that  nothing  can  stop 
their  progress — except  a  measure  of  this  sort.  The  industrial  em- 
ployers of  our  State  are  concerned,  of  course,  about  the  latent  powers  of 
Federal  coercion  that  lie  in  the  bill.  We  have  gone  far  along  the 
path  of  enlightened  legislation  for  the  protection  of  industrial  workers, 
and  when  certain  low-grade  nomadic  industries  came  over  our  borders 
a  few  years  ago,  and  engaged  in  the  premeditated  practice  of  low  wage 
and  law  evasion,  the  Manufacturers  Association  of  Connecticut  was 
in  the  vanguard  of  those  who  drafted  and  sponsored  laws  to  cure  the 
evil.  We  believe,  therefore,  that  we  have  shown  not  only  the  dis- 
position but  the  ability  to  handle  such  matters  within  our  own  borders, 
and  we  find  it  hard  to  stifle  a  feeling  of  disquiet  when  the  Federal 
Government  attempts  to  direct  us  along  a  path  of  action  that  our  own 
legislators,  closer  to  their  constituencies  and  more  familiar  with  our 
limitations,  have  not  seen  fit  to  launch  upon  as  yet. 

But,  as  I  said,  our  chief  concern  is  with  the  weight  of  the  burden 
and  with  our  ability  to  cany  it.  Based  on  the  best  figures  obtainable, 
the  direct  cost  of  this  program  to  Connecticut  industrial  employers 
will  probably  amount  to  at  least  3  million  the  first  year,  and  may  run 
to  7}^  millions.  It  will  increase  by  1  million  or  2  million  the  following 
year,  going  up  by  progressive  stages  until  it  reaches  something  like 
14  million  in  1957.  To  a  New  England  manufacturer,  that  appears 
like  a  staggering  sum  to  add  to  the  heavy  burdens  he  is  now  support- 
ing in  local,  State,  and  Federal  taxation,  in  workmen's  compensation 
costs,  in  private  charity  and  in  such  employee-benefit  plans  as  his 
resources  will  allow  him  to  establish  and  maintain. 

The  manufacturing  industries  of  Connecticut  normally  employ 
over  a  quarter  of  a  milUon  or  so  workers — a  field  of  gainful  occupation 
for  21  percent  of  the  State's  adult  population.  In  the  United  States 
as  a  whole,  only  10  percent  of  the  people  of  working  age  find  employ- 
ment in  industry.     This  alone  is  a  graphic  measure  of  the  importance 
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of  industry  to  the  State.  When,  in  addition,  it  is  recognized  by 
statisticians  that  each  worker  on  the  average  is  looked  to  for  support 
by  2}^  dependent  individuals,  it  is  readily  apparent  that  Connecticut 
industry  furnishes  a  source  of  livelihood  for  much  over  half  of  the 
entire  population  of  the  State.  Quite  obviously  such  a  fountainhead 
of  economic  and  social  well-being  must  not  be  molested  by  an  unwise 
use  of  the  taxing  power. 

The  heavy  responsibility  of  law-making  bodies  in  this  regard  can 
be  made  still  more  clear  by  an  examination  of  the  present  tax  burden 
borne  by  industry  in  Connecticut.  Although  no  one,  to  our  knowl- 
edge, has  ever  undertaken  an  exhaustive  study  in  this  field,  a  survey 
made  by  the  association  in  the  middle  of  the  last  decade,  with  the 
results  applied  to  changing  conditions  since,  indicates  that  the 
industries  represented  in  the  membership  of  our  association  are  now 
paying  about  15  million  under  the  general  property  tax.  Add  to 
that  4  million  for  taxes  imposed  on  them  directly  for  State  use.  Add 
another  11  million  for  their  share  of  the  various  Federal  levies — the 
corporate  income  tax;  the  capital-stock  and  excess-profits  taxes;  the 
tax  on  security  issues,  and  safety  deposit  boxes;  the  impost  on  tele- 
phone and  telegraph  communications;  the  processing  and  compensa- 
tory taxes  on  cotton,  paper,  and  other  commodities;  the  excise  taxes 
on  clocks  and  silverware,  toilet  preparations,  automotive  goods,  oil 
and  gas,  firearms,  sporting  goods  and  games,  radio  and  phonograph 
parts;  and  so  on. 

Conservatively  estimated,  therefore,  we  find  that  the  productive 
enterprises  grouped  within  the  membership  of  this  association  are 
bearing  a  burden  that  even  in  these  subnormal  times  averages  about 
30  million.  When  conditions  improve,  that  part  of  the  burden 
which  depends  on  volume  of  business  will,  of  course,  increase.  The 
rest  of  the  burden  will  hardly  be  reduced,  since  expenditures  arising 
out  of  the  depression  tend  to  rise  in  spite  of  all  that  taxpayers  can 
do  to  hold  them  in  check.  We  are  becoming  accustomed  to  talk  in 
large  figures,  and  a  burden  so  great  as  this  is  not  so  breath-taking  as 
it  would  once  have  been;  but  no  New  Englander  can  look  at  a  tax 
burden  of  30  million  dollars  with  equanimity,  especially  when  it  falls 
on  one  of  the  two  productive  forces  in  the  economic  life  of  the  State. 
To  jump  it  forthwith  by  from  10  to  25  percent,  in  the  face  of  certain 
increases  in  the  general  tax  structure  both  here  and  at  home  is  to 
add  a  load  that  is  simply  insupportable.  And  may  I  point  out  that 
the  history  of  social  legislation  both  here  and  abroad  is  a  cumulative 
increase  in  the  scale  of  benefits  and  a  widening  of  the  circle  of 
beneficiaries. 

May  I  also  state  that  I  am  the  president  of  the  Automatic  Machine 
Co.  of  Bridgeport,  which  is  a  small  concern  making  machine  tools  for 
very  high  and  precise  work.  During  the  depression,  we  have  oper- 
ated at  from  10  to  15  percent  of  normal  period.  These  goods  are 
those  classed  as  capital  producer  goods.  They  are  used  by  the  prin- 
cipal concerns  in  the  machinery  business  in  the  country,  but  we  have 
found  in  endeavoring  to  secure  orders  to  keep  ourselves  alive  that  our 
customers  say  that  they  need  this  equipment,  they  would  like  to 
purchase  it,  but  they  are  fearful  of  their  ability  to  do  so  because  of 
their  inability  to  determine  what  their  taxes  will  be  in  the  future. 

I  want  to  further  say  in  this  connection  that  unless  there  is  a  turn 
in  the  tide  in  this  direction,  this  small  concern  will  be  obliged  to  fold 
up,  primarily  because  of  the  burden  of  taxation  which  it  is  already 
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•carrying.  It  exists  today  primarily  through  the  sufference  of  our 
local  tax  collector.     He  could  at  any  time  close  us  up. 

Testimony  already  in  your  records,  I  understand,  emphasizes  the 
actuarial  deficiencies  of  these  plans  on  the  basis  of  our  present  experi- 
•ence.  That  testimony  merits  the  closest  study  of  the  committee 
before  a  bill  is  reported  out.  Some  of  the  actuarial  witnesses  were 
from  the  State  of  Connecticut,  which  houses  the  most  renowned 
masters  of  actuarial  science  in  the  United  States,  and  their  testimony 
on  a  phase  of  this  subject  on  which  they  are  professionally  competent 
to  pass  judgment  is  of  far  greater  significance  than  seems  to  have  been 
attached  to  it  thus  far.  In  connection  with  unemplojanent  compensa- 
tion, they  spoke  from  personal  knowledge  of  the  lack  of  experience 
tables  on  which  to  base  remedial  legislation.  In  connection  with 
old  age  pensions — ^and  this  I  think  is  highly  important — they  pointed 
out  among  other  things  that  the  population  of  the  United  States  is 
rapidly  approaching  a  static  condition  and  that  the  percentage  of 
older  people  in  the  population  will  tend  to  be  appreciably  higher. 

On  behalf  of  the  group  which  I  represent,  therefore,  I  respectfully 
urge  that,  instead  of  saddling  us  wdth  this  staggering  additional  burden 
you  give  consideration  to  the  wisdom  of  creating  an  executive  com- 
mission to  coordinate  Federal,  State,  and  local  studies  in  the  field  of 
social  security  to  determine  accurately  both  the  extent  of  the  need 
and  the  feasibility  of  suggested  remedies  before  legislation  is  at- 
tempted. 

The  Chairman.  Is  that  all  3'ou  have? 

Mr.  Webster.  That  is  all  unless  the  committee  has  some  questions. 

(No  response.) 

The  Chairman.  Thank  you  very  much.  The  next  witness  is  Paul 
Kellogg. 

STATEMENT  OF  PAUL  KELLOGG,  EDITOR  THE  SURVEY  AND 
SURVEY  GRAPHIC,  AND  VICE  CHAIRMAN  ADVISORY  COUNCIL, 
COMMITTEE  ON  ECONOMIC  SECURITY,  NEW  YORK,  N.  Y. 

Mr.  Kellogg.  I  should  like  first  to  take  a  moment  of  your  time  to 
tell  you  how  I  regard  this  committee  and  its  work. 

You  will  remember  the  recent  collision  off  the  Jersey  coast,  when 
the  Mohawk  went  down,  and  45  lives  were  lost — seamen  and  pas- 
sengers. x\  fortnight  ago,  the  newspaper  carried  headlines  that  told 
that  while  suits  for  a  million  dollars  were  in  prospect  against  the 
company,  the  owners  held  that  their  total  liability  to  everybody 
concerned  was  not  over  $10,000.  That  was  like  digging  up  the 
thigh  bone  of  a  mastodon  in  your  back  yard.  It  harks  back  to  the 
old  laws  of  the  sea  that  go  back  to  sailing  ships,  before  we  had  our 
modern  notions  of  corporate  responsibility  toward  workers  and 
passengers.  That  old  law  had  it  that  survivors  could  get  damages  up 
to  the  value  of  the  wreck,  if  any.  There  wasn't  any  wreck  in  this 
case,  only  the  lifeboats  that  got  to  shore. 

I  remember  in  the  case  of  another  great  disaster,  publishing  in  the 
Survey  an  article  on  this  ancient  network  of  maritime  law,  written  by 
an  expert  who  has  since  become  the  head  of  a  great  life-insurance 
<5ompany,  and  the  title  we  put  over  it  was  "Ships  and  Sealing  Wax." 

Yet  after  all,  until  25  years  ago  we  were  eciiially  backward  with 
respect  to  the  hazards  of  accidents  on   the  land.     Our  employers' 
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liability  laws  that  were  supposed  to  give  protection  to  workers  in 
great  plants,  with  molten  metals  and  chemicals  and  voltages  and 
tremendous  machines  against  which  human  flesh  and  blood  were 
pitted,  went  back  to  the  old  master-and-servant  rulings  of  bewigged 
English  judges  of  200  years  ago,  who  figured  out  whether  the  squire 
should  be  held  responsible  if  the  maid  put  damp  sheets  on  the  ^osier's 
bed  and  the  'ostler  took  pneumonia  and  died  of  it. 

Now  all  that  is  changed  for  the  better.  State  after  State  has 
adopted  workmen's  compensation  laws,  which  tackle  these  new  risks 
of  work  in  a  new  way;  put  a  tax  on  the  employer,  who  puts  it  on  price, 
and  all  of  us  pay  a  bit  when  we  buy  a  ton  of  coal  or  a  car  or  sack  of 
flour,  for  the  human  wear  and  tear  that  goes  into  the  things  we 
consume. 

Our  factories  and  mills  and  mines  come  under  a  rule  of  security 
that  has  not  reached  our  ships.  And  employers,  employees,  and  the 
public  the  country  over  know  that  it  is  the  sound,  decent  thing  to  do 
and  would  not  go  back  to  the  old  ways. 

And  so  we  come  to  this  greater  and  more  devastating  hazard  you 
are  considering  today,  this  hazard  of  broken  work  and  broken  earn- 
ings, and  how  to  bring  the  principles  of  insurance  and  collective  cover- 
age to  bear,  so  that  we  shall  not  let  our  people  down ;  so  that  the  whole 
burden  of  lost  wages  shall  not  fall  like  a  ton  of  brick  on  the  wage- 
earner's  household,  breaking  the  back  of  it.  If  we  cannot  supply 
steady  work  in  our  modern  industrial  life,  we  should  at  least  supply 
some  security  of  income  to  the  people  we  call  together  to  do  the  work. 
We  should  do  it  in  their  interests  and  the  interests  of  the  rest  of  us, 
if  purchasing  power  is  to  be  stabilized. 

If  a  group  of  engineers  and  physicists  in  a  laboratory  were  working 
on  some  new  motive  power  that  would  revolutionize  production,  the 
world  would  get  the  drama  of  what  they  are  about.  The  President 
and  his  associates  have  essentially  been  at  a  kindred  task  in  drafting 
the  administration's  program  of  social  security.  You,  in  turn,  are  a 
group  of  statesmen,  holding  open  court  to  employers,  labor  leaders, 
economists,  social  workers,  and  the  rest.  You,  too,  are  just  as  essenti- 
ally engaged  in  a  process  of  discovery,  only  here  and  now  it  is  a  social 
invention  you  are  handling,  one  of  a  whole  series  of  social  inventions 
through  which  human  beings  are  trying  to  adjust  themselves  to  the 
industrial  changes  about  us,  so  that  life  and  livelihood  may  be  secure 
in  the  midst  of  them.  Some  day  the  public  will  wake  up  to  the  drama 
of  tliis  thing  you  are  doing;  and  meanwhile  you,  who  are  up  to  your 
elbows  in  it,  may  now  and  then  stand  back  and  look  at  yourselves, 
and  catch  the  adventure  of  it,  and  be  bold  in  what  you  are  contriving 
to  protect  the  men,  women,  and  children  of  America  against  these 
hazards  of  our  times,  which  the  depression  has  driven  home  as  never 
before. 

The  depression  has  swelled  this  risk  of  unemployment  and  its 
consequences  to  huge  terms.  Yet  if  we  are  to  have  progress  and 
change  in  our  scheme  of  production,  we  are  bound  to  lay  people  off 
in  the  course  of  them.  Unemployment  is  a  characteristic  of  pros- 
perous times  and  a  progressive  industrial  life.  But  unemployment 
without  security  is  as  hoary  an  evil  as  irresponsible  disasters  at  sea, 
and  we  can  do  something  about  it  if  we  will.  We  have  been  belated 
in  this  country  in  doing  anything  about  it  in  a  long-run  way.  But 
that  is  all  the  more  reason  to  forge  instrumentalities  that  will  stand 
lip  and  are  adequate  now  that  we  have  put  our  hands  to  it. 
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For  20  years  tlie  fear  of  interstate  competition  has  kept  our  States — 
Wisconsin  excepted — from  passing  imemploymet-insiirance  laws. 
If  the  progressive  manufacturers  of  Connecticut  and  the  pubhc  of 
Connecticut  wanted  to  have  an  unemployment-compensation  law, 
under  present  conditions  they  would  have  to  add  to  the  cost  of  their 
manufactured  products  and  be  at  a  disadvantage  with  Massachusetts 
and  New  York  and  the  rest  of  the  country. 

I  should  like  to  hail  the  President,  Secretary  Perkins,  Senator 
Wagner,  Congressman  Lewis,  Director  Witte,  Mr.  Eliot,  and  all 
those  who  have  had  a  hand  in  plans  to  cut  that  knot.  I  have  con- 
structive criticisms  to  make  of  the  Wagner-Lewis  bill,  but  I  want  you 
to  write  me  down  as  for  the  fundamental  objective  of  this  ground- 
breaking legislation.  Once  its  pay-roll  tax  provisions  are  passed, 
no  longer  mil  progressive  States  be  so  disadvantaged  in  their  pro- 
duction costs  if  they  seek  to  protect  their  workers  against  unemploy- 
ment. There  is  another  great  gain,  and  that  is,  with  this  dread  of 
unfair  competition  lifted,  the  national  act  can  safely  go  further  than 
any  State  could  contemplate  going  alone.  It  is  because  the  measure 
as  drafted  fails  to  go  further  that  I  level  my  first  major  criticism. 
Rather  it  is  a  recession  from  the  original  Wagner-Lewis  bill  before 
the  Senate  last  year.  That  called  for  a  5-percent  tax.  This  calls 
for  3  percent,  and  the  revenue  therefrom  is  thoroughly  inadequate 
as  the  foundation  for  benefits,  as  I  see  it,  to  allow  an  adequate  cover- 
age of  this  risk. 

Eight  of  the  members  of  the  Advisory  Council,  the  chairman,  the 
vice  chairman,  the  president  of  the  National  Federation  of  Settle- 
ments, the  president  of  the  American  Federation  of  Labor,  and  four 
other  labor  members  of  the  Council,  took  this  stand  in  a  supplemen- 
tary statement  to  the  Council's  report.  To  increase  the  benefits,  a 
considerable  minority  of  the  Advisory  Council  voted  for  5  percent, 
and  a  larger  group  tied  the  vote  at  4  percent.  In  its  report  the 
Committee  on  Economic  Security  presents  actuarial  tables  which 
give  the  maximum  standards  possible  on  such  a  3-percent  tax  base. 
These  are,  first,  after  a  worker  is  laid  off,  a  4  weeks'  waiting  period 
without  benefit;  then  15  weeks'  benefit  at  50  percent  of  normal 
wages — but  in  no  case  more  than  $15;  thereafter,  except  for  long-time 
employees,  nothing. 

Now,  when  I  challenged  the  length  of  benefit  as  the  simplest  test  of 
the  adequacy  of  coverage,  it  was  pointed  out  to  me  that  these  esti- 
mates were  made  on  the  basis  of  taking  the  whole  of  the  United  States 
as  a  pool.  A  State  with  relativel}^  small  unemployment  might  be 
be  able  to  lengthen  them.  But  by  that  very  token  the  State  with 
relatively  high  unemplojnuent  would  have  to  cut  them  down,  and  we 
might  have  States  with  10  and  5  weeks'  benefit  periods. 

We  had  statistical  estimates  before  us  that  even  at  15  weeks,  and 
even  in  good  times,  over  half  of  the  unemploj^ed  workers  listed  in 
unemployment  .censuses  made  in  the  post-war  years  would  have 
fallen  outside  the  benefit  period  provided  bv  the  3  percent  base. 
Koughl}^  a  quarter  would  liave  fallen  in  the  prolonged  waiting  period 
and  another  quarter  would  have  fallen  beyond  the  shortN  benefit 
period. 

These  statistical  estimates,  with  their  known  limitations,  can  be 
brought  down  to  everyday  realities  by  reference  to  the  results  of  a 
field  surve}"  carried  out  in  1928  for  the  Senate  Committee  on  Labor — 
Senator  Couzens,  chairman.     This  was  a  study  of  750  workers  let.  go- 
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the  12  months  precedmg  from  20  groups  of  industries  in  Chicago, 
Baltimore,  and  Worcester,  Mass.  It  was  directed  by  Isador  Lubin, 
now  Chief  of  the  Bureau  of  Labor  Statistics  of  the  United  States 
Department  of  Labor.  With  prosperity  at  its  height,  42  percent  of 
those  who  had  secured  jobs,  and  55  percent  of  those  who  had  not  at 
the  time  they  were  interviewed,  were  unemployed  for  more  than  from 
4  to  5  months,  exhausting  their  protection  had  the  proposed  system 
been  in  operation. 

When  it  comes  to  the  amount  of  benefit,  take  the  case  of  a  $3-a-day 
man.  He's  out  of  work  for  the  4  weeks'  waiting  period,  and  the  15 
weeks'  benefit  period  and  his  compensation  for  the  initial  19  weeks 
would  average  roughly  $7  a  week.  That's  less  by  a  lot  than  our 
monthly  home  relief  in"  New  York;  it  no  more  than  approximates  the 
national  average  for  home  and  work  relief — $28  a  month — which  we 
have  been  able  to  provide  at  the  end  of  5  years  of  depression,  with 
millions  of  unemploj'^ed  to  fend  for. 

Tables  prepared  by  members  of  the  technical  staff  of  the  Committee 
on  Economic  Security,  compared  the  protection  proposed  under  a 
3-percent  plan  for  the  United  States  and  that  afforded  throughout 
recent  years  by  the  standard  benefits  of  the  British  system  of  unem- 
ployment insurance  which  has  a  combined  4}4-percent  base — one-third 
each  from  employers,  employees,  and  the  Government.  These  showed 
that  in  the  lower-wage  brackets  the  British  worker,  if  single,  would 
fare  about  as  well  as  the  American;  but,  if  married,  with  dependents, 
would  get  from  50  to  100  percent  more  than  the  American.  In  the 
higher-wage  brackets,  the  American  would  come  off  favorably  with 
the  British  as  long  as  his  compensation  lasts,  but  in  any  case  that  is 
only  part  of  the  picture.  The  general  run  of  American  benefits  would 
be  cut  short  at  15  weeks,  while  the  British  standard  benefits  begin 
after  1  week's  waiting  period — against  the  4  proposed  for  the 
U.  S.  A. — and  run  up  to  26  weeks — against  the  15  proposed  here. 

An  employee  with  a  long  work  record  in  America  might  qualify  for 
extended  benefits  for  half  a  year,  in  England  for  a  full  year. 

In  our  supplementary  report  eight  of  us  contended  that  if  the 
British  people  could  swing  such  a  coverage  throughout  the  post-war 
depression,  and  are  now  liberalizing  it,  the  people  of  the  United  States 
might  at  least  do  as  well  in  setting  up  a  system  of  security  in  this 
period  of  anticipated  recovery,  when  no  benefits  are  to  accrue  to  un- 
employed workers  until  1938.  A  5-percent  base  would  cut  the  waiting 
period  to  2  weeks,  lift  the  benefit  period  to  30- — approximating  the 
British. 

So  long  as  the  American  waiting  period  is  left  at  4  weeks  there  is 
no  just  basis  for  calling  on  employees  to  contribute,  for  they  will  be 
bearing  the  entire  wage  loss  of  short-term  unemployment.  There  is 
justification  for  lifting  it  to  the  5-percent  rate  of  the  original  Wagner- 
Lewis  bill  as  it  is  a  tax  that  may  much  of  it  be  shifted  onto  consumers. 
Yet  as  such  it  is  subject  to  all  the  criticism  leveled  at  other  sales 
taxes,  and  to  the  additional  one  that  it  may  provoke  mechanization 
and  so  increase  the  unemployment  it  is  intended  to  mitigate. 

A  better  case  can  be  made  for  matching  the  3-percent  pay-roll  tax 
with  at  least  a  2-percent  contribution  from  the  Federal  Treasury. 
Then  all  of  us,  according  to  our  ability  to  pay,  whether  we  draw  in- 
comes from  salaries,  from  bonds,  from  real  estate  or  dividends,  would 
be  sharing  in  meeting  the  cost  of  that  security  and  stability  in  our 
economic  life  on  which  all  of  us  depend. 
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Some  of  you  may  not  agree  with  me  on  how  Iiigh  standards  of 
unemployment  conipensation  the  United  States  can  afford  at  the 
start.  But  we  could  agree,  all  of  us  I  hope,  that  they  should  not 
needlessly  be  debased  in  any  part  of  the  Nation. 

The  rights  of  workers  o\it'of  work  should  be  the  very  heart  of  unem- 
plovment  compensation  legislation.  Let  me  urge  you  to  incorporate 
in  the  Wagner-Lewis  bill  national  minimum  standards  protecting 
those  rights. 

To  leave  them  out  is  a  violent  breach  of  the  principle  of  national 
responsibility  toward  unemployment  which  the  "new  deal"  has  stood 
for. 

To  turn  back  the  Federal  pay-roh  tax  to  the  States  without  settmg 
the  standards  below  which  no  State  shall  go  is  to  make  a  hollow  shell 
of  the  protection  for  which  the  money  is  collected. 

Such  minimum  standards  should  let  every  wage  earner  in  the 
United  States  know,  no  matter  where  he  hves  or  works,  the  least  he 
can  count  on  with  respect  to  the  share  of  his  wages  that  will  go  to 
hiju  as  benefit,  the  length  of  benefit,  the  waiting  period,  the  work 
record  that  will  qualify  him  for  benefit,  his  standing  as  a  part-time 
worker,  or  as  a  worker  who  moves  from  State  to  State,  his  right  to 
work  benefit  when  cash  benefit  stops—  and  the  other  terms  which  are 
the  measure  of  security,  or  lack  of  it,  to  him  and  his  family. 

Aifter  prolonged  discussion  and  repeated  sessions  such  standards  in 
the  Federal  bill  were  recommended  by  majority  vote  of  the  employers, 
labor  leaders,  and  representatives  of  the  public  who  made  up  the 
Advisory  Council  to  the  Committee  on  Economic  Security,  of  which 
Council!  was  \dce  chairman.  Chairman  Graham,  himself  a  south- 
erner, w^as  so  much  concerned  with  this  matter  of  national  standards 
that  he  wrote  a  supplementary  statement  urging  them  as  the  prime' 
test  of  national  legislation. 

The  Wagner-Lewis  bill  will  mark  a  great  advance  in  using  the 
force  of  congressional  enactment  as  a  leverage  to  overcome  the  drag 
of  interstate  competition.  The  Federal  pay-roll  tax  provided  for  in 
the  bill  will  free  and  spur  the  States  to  act,  and  its  funding  provisions 
will  pr}'  the  reserves  raised  into  the  custody  of  the  Federal  Treasury 
to  prevent  their  chaotic  handling. 

But  under  the  bill  as  drafted,  this  lever  thereafter  goes  limp  and' 
becomes  a  hose,  piping  the  Federal-tax  money  back  into  the  States 
without  any  provisions  that  will  safeguard  the  unemployed  them- 
selves, for  whom  the  s^^stem  is  supposedly  set  up. 

In  leaving  these  national  standards  out  of  the  administration 
program,  the  Committee  on  Economic  Security  and  the  Wagner- 
Lewis  bill  not  only  broke  with  the  majority  recommendations  of  the 
Advisory  Council,  but  with  those  of  outstanding  experts  on  unem- 
ployment insurance— like  Dr.  L  M.  Rubinow  and  Paul  Douglas 
whom  you  should  call  before  you — who  were  brought  together  at  the 
National  Conference  on  Economic  Security  in  midfall,  and  with  the 
report — which  you  should  call  for — of  the  technical  staff  on  unem- 
ployment, headed  by  Bryce  Stewart,  which  carried  on  studies  of 
the  subject,  beginning  last  summer,  for  the  Committee  on  Economic 
Security. 

Just  as  the  purpose  of  the  Economic  Security  Act  would  be  defeated 
by  any  State  which  failed  to  accept  its  provisions  and  enact  a  law, 
so  its  purpose  would  be  defeated  by  any  State  which  cut  dowTi  the 
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amount  and  length  of  benefits  to  levels  which  would  be  out  of  line 
with  its  tax  provisions  and  would  make  its  protection  a  farce. 

I  have  thumbed  through  the  transcript  of  the  testimony  given 
before  you  and  am  impressed  with  the  fact  that  whether  they  were 
labor  leaders  like  Mr.  Green,  or  outside  experts  like  Mr.  Epstein,  or 
social  workers  like  Miss  Hall,  the  witnesses  who  know  conditions  of 
life  and  labor  among  the  wage-earners  first-hand,  seemed  to  all  raise 
this  question  of  national  standards  and  advocated  them.  So  did 
representations  from  such  alert  national  bodies  as  the  League  of 
Women  Voters,  the  National  Federation  of  Settlements,  the  National 
Consumers'  League.  There  is  significance  in  such  a  banked  demand, 
worth  weighing  against  the  loose  proposal  of  the  administration  to 
provide  merely  that  the  States  must  spend  the  money  raised  on  un- 
employment benefits.  Any  State  that  sets  up  plant-reserve  accounts, 
can  cut  that  money  raised  down  in  course  of  time  by  merely  cutting 
the  benefits  down  to  begin  with. 

I  was  one  of  those  who,  while  our  Advisory  Council  discussions 
were  going  on,  swung  around  from  the  Wagner-Lewis  Federal-tax, 
State  offset-credit  formula  to  the  Federal-tax,  State  grants-in-aid 
formula,  which  all  these  groups  likewise  recommended.  I  did  it  and 
others  did  it  because  we  felt  that  it  would  facilitate  such  standards. 
We  had  the  assurance,  however,  of  Mr.  Eliot,  associate  counsel  of  the 
Labor  Department,  that  they  could  be  incorporated  with  either  plan. 
Which  framework  is  employed  is  to  my  mind  not  so  important  as, 
that  the  necessary  national  minimum  standards  be  laid  down  in 
whatever  is  employed. 

To  start  action  the  country  over,  and  to  start  it  right,  the  bill 
recognizes  the  need  for  national  leverage.  We  look  to  the  Federal 
pay-roll  tax  to  get  the  States  to  act.  By  the  same  token  we  should 
look  to  national  standards  in  the  Federal  bill  to  assure  minimum 
protection  the  country  over.  If  we  let  them  slide  now  we  shall  be 
confronted  later  on  with  the  coalesced  resistance  of  States  and 
industrial  interests  to  any  interference  with  their  own  standards,, 
however  meager.  Instead  of  scotching  the  snake  of  interstate  com- 
petition, we  shall  have  it  in  this  new  guise,  harder  to  combat,  putting 
employers  in  progressive  States  at  a  new  disadvantage  and  stultifying 
the  attempt  to  give  security  to  wage  earners  everywhere. 

To  incorporate  the  principle  of  national  minimum  standards  in  the 
bill  now,  while  it  is  malleable,  would  assure  a  ground-floor  level  of' 
protection  which  as  a  Nation  we  could  stand  for;  which  unemployed 
Americans  could  stand  on.  Perhaps  more  important  in  the  long  run, 
this  would  give  us  a  leverage  to  lift  that  level  later  on.  It  would 
leave  the  States  free  to  experiment  above  those  levels,  but  not  in  the- 
subcellars  of  human  misery. 

It  is  that  issue  of  national  standards,  national  minima,  that  I 
should  like  to  incorporate  as  my  contribution  to  your  hearing. 

Senator  Hastings.  Did  you  give  any  consideration  to  the  Federal 
Government  operating  the  whole  unemployment  scheme? 

Mr.  Kellogg.  That  was  the  united  recommendation  of  that  group 
of  experts  who  got  together  the  day  following  the  conference  on 
economic  security  in  midfall,  but  our  council  went  ahead  on  the 
theory  that  the  administration  had  made  up  its  mind  that  a  Federal- 
State  system  should  be  the  basis  of  any  congressional  program  that 
they  would  put  forward,  so  we  considered  what  was  the  framework 
of  a  Federal-State  system  that  would  best  work. 


904 


ECONOMIC   SECUEITY   ACT 


Senator  Hastings.  I  was  wondering  whether  your  recommenda- 
tions were  practical,  whether  in  order  to  carry  them  out  it  would  not 
be  necessary  for  the  Federal  Government  to  administer  the  whole 
unemployment-insurance  law.  t    i.-   i 

Mr.  Kellogg.  Some  experts  take  that  position,  but  I  think  that 
in  general  you  would  say  that  national  standards  could  be  very  simply 
laid  down,'  I  mean  the  minima  under  a  Federal  grant-in-aid  plan,  a 
subsidy  plan  which  Mr.  Graham  recommended,  Mr.  Green  and  others. 
It  is  not  quite  as  easy  under  the  Federal  pay-roll  tax  combined  with 
an  oilset  system  wliich  is  in  this  bill.  We  have  the  assurance  of  men 
like  Mr.  EHiott  that  it  is  quite  feasible.  You  see  if  it  does  not  attempt 
to  set  the  form  or  mold  in  which  State  experiment  shall  go,  but  merely 
sets  a  bottom  level  below  which  they  could  not  go. 

Senator  Connally.  Do  you  favor  the  Federal  Government  fix-mg 
a  minimum? 

Mr.  Kellogg.  Yes,  sir. 

Senator  Connally.  And  then  if  the  State  does  not  comt-  up  to  that 
minimum,  to  deny  the  States  anything  at  all?  , 

Mr.  Kellogg.  Of  course,  under  the  Wagner-Lewis  formula,  it 
would  be  the  other  way  around.  A  State  could  not  get  any  of  the 
offset  monev  unless  it  met  that  minima. 

Senator  Connally.  In  other  words,  if  the  State  decided  that  it 
would  not  pay  over  $10  a  month,  we  will  say,  for  this  employment 
insurance — you  are  talking  of  unemployment? 

Mr.  Kellogg.  Yes;  I  am  not  competent  to  talk  on  the  old  age. 

Senator  Bauklev.  What  do  you  think  of  the  wisdom  or  justice  of 
levying  this  tax  on  the  pay  roll  of  the  State  prior  to  the  time  when  it 
can  enact  a  law  or  meet  the  demand,  and  take  that  money  for  any 
period,  1  or  2  or  3  vears,  or  whatever  it  may  be  before  the  State  can 
compl  r  vnth.  this  act,  for  general  purposes  of  the  government? 

Mr.*  Kellogg.  Of  course  you  would  cut  the  knot  of  that  swiftly 
if  you  would  change  the  tax  to  a  tax  Federal-aid  system,  because  then 
you  would  have  the  tax  collected  as  a  straight  tax  matter,  and  then 
the  subsidy  offered  to  the  State,   and  no  State  v/ould  refuse  this 

subsidy.  '  ,         p        i     <•    i  •         r 

Senator  Barkley.  Change  it  around  somewhat  alter  the  lasliion  ol 
our  road  appropriations  and  child  welfare  and  others. 

Mr.  Kellogg.  Practically.  Practically  every  insecurity  m  the 
bill  except  unemployment  is  handled  by  the  Federal-aid  procedure 

Senator  Hastings.  Do  I  understand  that  you  would  recommend  a 
minimum  number  of  waiting  weeks  and  a  minimum  number  of  weeks 
they  might  be  paid  under  the  system? 

Mr.  Kellogg.  Yes,  sir;  and  there  is  other  minima,  but  they  are 
fairly  simple.     A  dozen  of  them  would  do  the  whole  trick. 

Senator  Hastings.  If  the  3-percent  tax  upon  the  pay  roll  of  a 
particular  State  was  not  sufficient  to  meet  that,  you  would  compel  the 
State  to  raise  the  fund  in  some  other  manner? 

Mr.  Kellogg.  Of  course;  to  meet  that  situation,  we  discussed 
quite  at  length  the  needs  for  some  insurance  fund  nationally.  For 
example,  I  do  not  happen  to  know  the  situation  in  the  different  States. 
But  take  a  State  that  was  a  coal-mining  State  and  had  a  lot  of  men 
unemployed,  a  lot  of  coal  miners.  It  is  a  part  of  the  national  problem 
in  the  State  problem,  and  there  would  be  a  question  whether  the 
Federal  Government  should  not  come  in  in  a  reinsurance  way  to 
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sustain  benefits  in  that  State  until  they  worked  it  out.  We  suggested 
that  one  of  the  prime  subjects  for  study  should  be  to  work  out  some 
form  of  reinforcement  of  that  nature. 

Senator  Hastings.  Of  course,  it  would  not  be  worth  while  to  put  in 
those  minima  if  the  Federal  Government  had  to  come  to  the  aid  of  the 
State  wliich  could  not  meet  the  minimum. 

Mr.  Kellogg.  Of  course,  some  of  us  have  approached  it  from  the 
other  way  around.  We  said,  "What  is  a  decent  level  that  we  would 
stand  for  as  Americans  to  cover  tliis  risk  of  unemployment  thpt  we 
cannot  stand  up  and  defend?"  And  then  the  secondary  question  is, 
"Wliere  do  you  get  the  money  to  pay  for  it?"  I  imagine  that  that 
question  that  you  raised  will  not  be  a  practical  one  for  some  years 
ahead. 

The  Chairman.  Thank  you  very  much.  If  you  want  to  elaborate 
your  views,  you  can  give  it  to  the  stenographer. 

The  next  witness  is  Clarence  A.  Kulp  of  Philadelphia,  Pa. 

STATEMENT  OF  CLARENCE  A.  KULP,  UNIVERSITY  OF  PENNSYL- 
VANIA, PHILADELPHIA,  PA. 

Mr.  Kulp.  Mr.  Chairman,  I  have  not  had  time  to  prepare  a  state- 
ment, so  I  am  going  to  be  very  short.  If  you  hke,  I  will  submit  one 
later. 

The  Chairman.  You  are  from  the  University  of  Pennsylvania? 

Mr.  Kulp.  Yes.  I  perhaps  should  add  that  for  the  last  3  years  I 
have  served  as  adviser  to  the  Pennsylvania  Commission  on  Unemploy- 
ment Insurance,  was  Governor  Pinchot's  representative  on  Mr. 
Roosevelt's  interstate  commission  in  1931  and  1932,  and  have  served 
as  chairman  of  our  State  committee  on  workmen's  compensation, 
which  is  a  form  of  social  insurance,  presented  a  report  to  the  Governor 
after  2  years  of  work. 

In  principle  I  favor  the  objectives  of  the  Wagner-Lewis  bill.  In 
detail,  there  are  a  great  many  things  about  which  everybody,  I 
suppose,  could  raise  questions. 

The  outstanding  omission  is  the  failure  to  include  pubUc-health 
insurance,  although  I  understand  that  the  attitude  of  the  medical 
profession  is  the  important  factor  that  explains  that  exclusion.  That 
is  very  unfortunate,  because  the  public-health  insurance  would  give 
us  an  ideal  beginning  on  a  social-insurance  program.  You  would  have 
no  question  about  calculating  reserves,  because  you  would  spend  your 
money  as  you  raised  it,  and  no  new  money  would  have  to  be  added. 
Experts  of  the  committee  have  calculated  that  at  present  the  average 
family  spends  4^  percent  of  its  income  for  medical  help,  and  for  that 
same  sum  it  would  get  a  much  higher  standard  of  help  that  would  be 
spread  over  a  much  greater  proportion  of  the  population,  in  fact  we 
have  evidence  from  a  number  of  private  schemes  that  $35  a  year  would 
do  the  job  very  nicely,  including  hospitalization,  services  of  a  general 
practitioner,  dental  care,  and  all  the  other  elements  that  go  into  a 
complete  medical  hospital  standard. 

Senator  Barkley.  How  do  you  draw  the  line  between  those  who 
have  received  the  service  and  those  who  have  not  applied  for  it? 

Mr.  Kulp.  I  should  make  that  system  completely  self-supporting. 

Senator  Barkley.  You  mean  you  would  apply  it  to  everybody? 
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Mr.  KuLP.  As  fiir  up  as  practical. 

Senator  Barkley.  There  is  still  an  element  of  uncertainty? 

Mr.  KuLP.  1  beg  your  pardon? 

Senator  Barkley.  Would  you  fix  any  total  income  as  standard 
by  which  to  judge  whether  a  fanuly  should  receive  medical  care  and 
dental  care  at  public  expense  or  priv^ate  expense?  How  would  you 
limit  that? 

Mr.  KuLP.  The  bill  would  be  drawn  up,  I  take  it,  so  that  the 
persons  who  would  fall  below  an  agreed-upon  minimimi  of  income 
would  naturally  be  supported  then  as  they  are  now,  but  on  the 
whole  we  should  expect  the  system  to  be  self-supporting  without 
Federal  or  State  aid  having  the  higher-income  people  contribute. 

Senator  Barkley.  Contribute  to  a  general  fund? 

Mr.  KuLP.  Preferably  a  Federal  fund. 

Senator  Barkley.  Raised  by  general  taxation  or  through  a  special 
health  fund? 

Mr.  KuLP.  Special  health  fund. 

Senator  Barkley*.  Through  a  system  devised  by  the  States  and 
controlled  by  the  States? 

Mr.  KuLP.  Preferably  a  national  system. 

Senator  Barkley.  Thank  you. 

The  Chairman.  Proceed. 

Mr.  KuLP.  On  the  unemployment-insurance  sections  of  the  bill, 
I  should  lilve  to  say  that  I  do  favor  the  choice,  although  it  has  some 
unfortunate  circumstances,  the  choice  between  the  types  of  insurance 
plan.  As  it  is  drawn  now  you  can  have  the  establishment  of  funds 
whereby  each  employer  would  assume  full  responsiblity  for  his  own 
unemployment — it  would  permit  the  industry  fund  or  it  w^ould  per- 
mit the  State-\vdde  pool.  If  practicable,  the  ideal  plan,  I  suppose, 
would  be  a  Federal  system,  but  as  matters  stand,  I  think  if  you 
tried  to  decide  now  between  the  reserve  plan  as  against  the  pool, 
you  would  simply  transfer  tliis  battle  on  the  States  which  has  been 
raging  between  Wisconsin  and  Oliio  to  Washington,  and  very  prob- 
ably would  get  to  notliing  at  all.  I  think  it  would  be  a  mistake  if 
you  tried  to  pin  down  upon  all  of  the  States  the  same  plan  at  this 
moment. 

I  oppose  the  contribution  of  workers  for  the  ver3^  fundamental 
reason  that  in  any  scheme  of  "unemployment  insurance",  so-called, 
they  would  still  have  to  bear  by  far  the  greatest  proportion  of  the 
cost.  Even  a  3-percent  pay-roll  bill  would  cover  not  more  on  the 
average  than  one-quarter  of  the  wage  losses. 

You  have  heard  Paul  Douglas.  You  know  by  the  figures,  that  he 
calculates  that  up  to  1920  we  had  an  average  unemployment  rate  of 
8  percent,  leaving  out  part-time  entirely.  If  you  include  part-time, 
at  least  12  percent  year  in  and  year  out,  and  that  does  not  include  the 
present  depression,  so  that  any  bill  obviously  that  asks  for  onl^^  a 
3  percent  of  pay  roll  can  pay  for  only  3  percent  of  lost  time.  The 
other  three-quarters  will  be  just  where  it  is  now,  that  is  on  the  em- 
ployee or  in  turn  on  public  and  private  provision. 

I  am  not  impressed  at  all  by  the  argument  that  workers  have  to 
pay  in  order  to  appreciate  their  blessings.  I  believe  workmen's 
compensation  is  a  precedent.  There  is  hardly  a  State  in  this  country 
where  the  worker  is  asked  to  pay  even  as  much  as  a  cent  a  day ;  in  fact, 
there  is  one  State  in  which  he  is  asked  to  pay  1  cent  a  day.  '  In  most 
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States  he  is  asked  to  pay  nothing,  not  on  the  theory  that  the  em- 
ployee is  to  blame  but  that  he  is  a  convenient  channel  in  which  to 
collect  the  cost  of  industrial  accidents. 

Senator  Barkley.  Have  you  any  opinion  as  to  what  the  machine 
has  contributed  to  this  12  percent  unemployment  in  normal  times? 

Mr.  KuLP.  I  am  afraid  not. 

Senator  Barkley.  We  read  about  the  machines  throwing  men  out 
of  work,  and  on  the  contrary  there  is  a  theory  that  the  machine, 
wliile  it  has  thrown  men  out  of  work  in  certain  lines,  has  created  work 
in  other  lines  for  them.  I  wonder  if  you  have  any  opinion  as  to  the 
balance  of  good  and  evil  that  has  been  brought  about  by  macliines? 

Mr.  KuLP.  I  have  an  opinion,  but  that  is  all.  In  the  long  run, 
surely  machines,  as  far  as  economic  theory  goes,  create  jobs  placing 
men  in  new  places  to  take  up  the  slack  of  those  that  the  machines 
have  closed  out,  but  you  still  may  have  and  I  tliink  you  will  have 
for  many  years  in  the  country  the  problem  of  short-run  employment. 
All  of  the  inductive  studies  seem  to  point  that  way. 

Senator  Barkley.  Hasn't  that  problem  grown  with  the  years? 

Mr.  KuLP.  I  tliink  it  has. 

Senator  Barkley.  Does  it  not  grow  more  permanent  as  we  go 
along? 

Mr.  Kulp.  Perhaps.  I  am  trying  to  be  very  conservative  in  the 
statement.  Even  if  it  does  not  increase,  we  will  always  have  a  per- 
manent problem  of  short-run  employment  during  the  period  that 
people  have  to  look  around  for  other  places. 

Senator  Barkley.  The  advocates  of  a  well-known  pension  plan 
that  is  soon  to  be  explored  before  this  committee  take  the  position 
that  in  a  certain  length  of  time  all  of  the  work  will  be  done  by  ma- 
chinery and  that  men  won't  have  anytliing  to  do  except  draw  their 
pension.     Do  you  look  forward  to  any  such  situation  as  that? 

Mr.  Kulp.  No,  sir. 

Senator  Barkley.  Thank  you. 

Senator  Connally.  Your  theory  is  that  the  invention  of  the  auto- 
mobile, for  instance,  while  it  displaced  some  people — the  wagon- 
makers  and  blacksmiths, — did  however  create  a  great  many  new  jobs 
to  make  them  and  run  them  and  fix  them  and  supply  the  gas,  and  so 
forth.  And  that  the  invention  of  the  radio,  for  instance,  put  thousands 
to  people  tinkering  with  radios  that  left  other  occupations.  Your 
theory  is  that  in  the  long  run  that  these  dislocations  are  cared  for 
by  the  creation  of  jobs  in  other  lines,  in  other  industries?  That  is 
what  you  mean? 

Mr.  Kulp.  Yes. 

Senator  Connally.  Naturally  there  is  a  period  of  transition  there 
that  you  speak  of  as  short-time  unemployment? 

Mr.  Kulp.  It  may  be  a  long  period  to  the  fellow  that  is  looking  for 
a  job. 

Senator  Connally.  I  understand  that,  but  you  said  something 
about — what  was  the  term  you  used? 

Mr.  Kulp.  Short-run  unemployment.  May  I  suggest  a  more 
modern  illustration?  Between  1920  and  1928,  which  was  before  the 
liquidation,  about  2%  million  workers  lost  their  jobs  permanently  in 
four  American  industries — in  railroading,  in  agriculture,  in  textiles, 
and  in  coal  mining.  In  my  State  particularly,  coal  mining.  Those 
people  are  off  those  pay  rolls  permanently.     By  and  large,  of  course, 
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now  jobs  were  created  during  that  period,  at  least  to  equal  the  2% 
million  lost,  but  not  in  the  same  places.  Manicurists,  life-insurance 
agents — it  is  estimated  that  100,000  new  life-insurance  agents  were 
created  during  that  period — barber-shop  attendants,  garage  attend- 
ants, mechanics — all  of  the  personal  services.  Of  course,  the  miners 
up  in  Wilkes-Barre  and  Scranton,  Pa.,  are  not  eligible  for  those  new 
jobs,  and  by  and  large  they  just  wait  there  for  some  miracle  to  happen. 

Senator  Connally.  Do  statistics  state  those  facts? 

Mr.  KuLP.  Yes;  I  can  cite  the  source  of  those  statistics. 

Senator  Barkley.  What  is  the  source  of  those  statistics?  Not  that 
1  doubt  your  statement,  but  I  would  Uke  to  have  the  reference. 

Mr.  KuLP.  Professor  Schhchter,  of  Harvard  University,  in  an 
article  written  for  the  Survey  Graphic,  based  on  census  statistics 
issued  about  approximately  April  1928.  That  can  be  checked  very 
readily.  Professor  Schlichter,  I  believe,  appeared  before  your 
committee. 

Senator  Couzens.  Have  you  any  solution  for  those  men  in  the  coal 
mines  that  are  staying  there? 

Mr.  KuLP.  Nofi  have  not. 

Senator  Couzens.  Has  anybody  offered  any? 

Mr.  KuLP.  Yes;  I  suppose  you  would  call  some  of  the  proposals  a 
solution.  Relocation  of  those  coal  miners  has  been  suggested  by  Mr. 
Hopkins,  for  example. 

Senator  Couzens.  I  mean,  has  he  said  where  he  would  send  them? 

Mr.  KuLP.  If  he  did,  I  did  not  follow  him. 

Senator  Couzens.  I  would  not  be  very  much  impressed  anyway. 

IVIr.'IvuLP.  May  I  say  at  this  point  that  the  unemployment  insur- 
ance would  do  very  little  for  those  people  anyway. 

Senator  Couzens.  This  plan  is  not  contemplated  to  take  care  of 
the  present  unemployed,  is  it? 

Mr.  KuLP.  No;  but  I  believe  that  is  not  generally  understood. 

Senator  Couzens.  It  is  quite  well  understood  by  this  committee 
that  this  plan  is  not  to  take  care  of  the  present  unemployed. 

Senator  Hastings.  "What  are  your  specific  recommendations? 

Mr.  KuLP.  On  unemployment? 

Senator  Hastings.  On  anything  here. 

Mr.  KuLP.  I  was  about  to  say  I  approve  the  section  on  unem- 
ployment insurance  in  principle,  but  I  do  deplore  the  lack  of  standards. 
I  just  heard  Mr.  Kellogg  what  he  can  say  better  than  I. 

Senator  Hastings.  And  do  you  agree  with  what  he  said? 

Mr.  KuLP.  In  general;  yes. 

Senator  Connally.  Don't  you  think  that  in  all  of  these  plans  we 
have  got  to  make  a  beginning? 

Mr.  KuLP.  Yes. 

vSenator  Connally.  And  that  the  ultimate  is  not  always  to  be 
attained  at  scratch? 

Mr.  Kulp.  Yes.  Therefore  I  am  for  it  as  it  stands  even  though 
it  has  all  of  the  defects  that  I  mentioned. 

Senator  Connally.  And  is  not  something  better  than  nothing  as 
a'rule? 
Mr.  Kulp.  Yes,  sir. 

Senator  Connally.  Even  the  colleges  in  mathematics  teach  that 
something  is  better  than  nothing. 

Senator  Hastings.  1  noticed  the  recent  budget  message  of  the 
Governor    of    Pennsylvania    provided    for    $20,000,000    for   old-age 
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pensions,  and  he  specified  and  made  specific  recommendations  as  to 
how  the  extra  money  should  be  raised  for  that  and  other  purposes. 
Do  you  know  whether  in  Pennsylvania  that  is  a  preferable  way  than 
the  tax  provided  in  this  bill  for  pension  payments? 

Mr.  KuLP.  The  funds  proposed  by  Mr.  Earle  are  to  match  the 
expected  Federal  contribution.  We  have  our  own  system  and  the 
Federal  subsidy  would  add  to  the  sums  that  we  already  are  providing. 

Senator  Hastings.  Is  the  State  of  Pennsylvania  paying  out  now 
$20,000,000? 

Mr.  KuLP.  That  is,  not  now.  We  had  the  unfortunate  experience 
of  being  one  of  the  first  States  to  pass  such  a  law  and  have  our  supreme 
court  declare  it  unconstitutional  in  1923.  We  have  just  repassed 
it,  and  I  believe  have  yet  to  pay  the  first  check.  That  is  due  to  a 
local  accident.  We  expected  to  make  enough  money  on  our  liquor- 
store  profits,  and  we  are  not  making  it. 

Senator  Barkley.  Don't  they  drink  as  much  in  Pennsylvania  as 
you  expected? 

Senator  Connally.  Pennsylvania  is  not  Kentucky.     [Laughter.] 

The  Chairman.  Have  you  finished  your  statement? 

Mr.  KuLP.  No  sir,  Mr.  Chairman.  The  committee  has  asked  me 
a  number  of  questions.     I  shall  be  glad  to  go  on  if  you  want  me  to. 

I  favor  a  noncontributory  sjheme  for  the  reasons  that  I  tried  to 
explain,  and  I  favor  also  some  approach  toward  national  standards, 
although  I  believe  the  tax  approach,  because  of  constitutional  reasons, 
is  highly  defective.  I  am  not  a  lawyer,  but  I  would  take  a  lawyer's 
word  on  that  point.  Lawyers  believe  that  the  subsidy  would  be  a 
preferable  method  for  getting  real  standards.  As  it  stands  there 
would  be  no  equity,  as  far  as  the  law  goes,  between  States  or  even 
between  workers  in  the  same  State.  There  is  no  assurance  of  that. 
The  amounts  of  money  are  so  small  that  I  see  very  little  reason  for 
getting  excited  about  investing  funds  with  the  treasurer,  or  leaving 
the  funds  with  the  treasurer.  At  the  outside  those  funds  will  hardly 
go  over  2  billions  of  dollars,  even  at  the  top  of  the  period  of  inflation, 
and  according  to  the  revised  estimates  of  the  actuaries  of  the  Com- 
mittee on  Economic  Security,  probably  not  ever  1  billion  dollars, 
which  is  small  change  for  these  United  States. 

Senator  Hastings.  What  was  that  amount? 

Mr.  KuLP.  Less  than  1  billion  on  the  adjusted  basis,  2  billion  on 
the  unadjusted  basis,  which  they  believe  is  much  too  high. 

Senator  Hastings.  And  you  say  either  of  them  are  small  change? 

Mr.  KuLP.  Yes;  compared  to  the  needs. 

The  Chairman.  Proceed  Mr.  Kulp. 

Mr.  Kulp.  May  I  say,  Mr.  Chairman,  on  that  point,  this  emphasis 
on  cost  is  an  unfortunate  and  an  unfair  one.  I  hope  you  do  not  mis- 
take this  for  the  ordinary  statement  of  a  college  professor,  but  it  is 
true  that  we  are  beating  that  cost  now.  The  imposition  of  a  pay-roll 
tax  would  not  increase  costs  at  ail,  it  would  transfer  them,  and  in  my 
opinion,  transfer  them  to  a  place  where  they  could  be  collected  much 
more  equitably.  There  isn't  anybody  who  believes  that  we  are  not 
paying  for  unemployment  now.  This  would  provide  a  logical  plan,  a 
sensible  way  of  paying,  instead  of  throwing,  as  in  the  emergency  relief 
law,  the  whole  provision  on  the  haphazard,  emotional,  high  pressure 
methods. 

Senator  Connally.  Mr.  Chairman,  I  want  to  interrupt  a  moment. 
You  understand  I  am  not  trying  to  cast  any  reflections  on  the  uni- 
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versities,  it  is  only  the  views  of  some  of  the  professors  that  I  am  con- 
cerned with. 

Mr.  KuLP.  I  understand.  Another  major  criticism  that  I  should 
hke  to  make  of  the  bill,  and  of  any  program  of  economic  security,  is 
that  we  are  in  process,  as  far  as  this  bill  goes,  of  building  up  another 
gigantic  bureaucracy.  That,  I  think,  is  inescapable.  You  have  to 
have  people  to  administer  social  security  schemes,  but  it  would  be  a 
big  mistake,  I  think,  if  we  ignore  the  lesson  of  Great  Britain,  and,  to  a 
certain  extent,  Germany.  For  example,  the  same  persons,  by  and 
large,  will  be  beneficiaries  under  two  or  three  or  more  schemes.  The 
chances  for  interlapping  on  the  one  hand  and  for  gaps  on  the  other 
hand,  are  considerable.  The  British  are  finding  that  out  and  are 
patching  up  their  structure,  so  in  England,  in  the  future,  it  will  not  be 
possible,  as  it  has  been  in  the  past,  for  a  man  to  get  one  sum  of  money, 
if  he  is  injured  while  in  a  plant  and  another  sum  of  money,  if  he  is 
injured  at  home,  and  still  a  third  sum  of  money  if  he  is  injured  some 
other  place. 

I  believe  it  would  be  unwise  to  try  to  put  all  of  this  in  one  depart- 
ment, either  Federal  or  State  department,  but  certainly  there  should 
be  close  coordination  between  not  more  than  two  departments.  I 
have  heard  suggested  a  Federal  department  of  welfare  which  should 
take  over  public-health  insurance,  conceivably;  and  support  and 
relief  to  mothers  and  children,  education  and  retraining  of  the  bhnd, 
and  so  on,  that  conceivably  would  be  one  of  the  two  departments. 
A  department  of  social  security,  or  whatever  you  would  like  to  call  it, 
should  be  the  other.  The  two,  if  it  is  possible,  should  be  coordinated 
so  carefully  that  it  would  not  be  possible  to  give  rise  to  all  these 
anomalies  that  the  British  are  now  trying  to  correct. 

Senator  Hastings.  Have  j^ou  any  recommendation  to  make  with 
respect  to  that? 

Mr.  KuLP.  I  would  recommend  two  departments,  one  of  welfare, 
and  one  of  social  security,  by  some  means  coordinated,  to  provide 
equity  between  workers  under  the  different  schemes  in  the  different 
States. 

Senator  Cou7ens.  \Miat  is  your  objection  to  one  department?  I 
did  not  get  it. 

Mr.  KuLP.  My  objection  is,  and  at  the  moment  I  am  temporizing, 
that  you  could  not  secure  a  single  department  and  have  the  people 
who  are  involved  in  its  work  together,  with  the  welfare  people 
bunched  together  with  labor  people.     They  fight  like  cats  and  dogs. 

Senator  Connally.  Isn't  it  true  that  you  would  have  a  clash  in 
one  department,  with  the  labor  people  and  the  other  people  trying 
to  tell  you  what  to  do? 

Mr.  KuLP.  I  am  temporizing.     My  idea  would  be  one  department. 

Senator  Couzens.  Let  us  not  temporize. 

Mr.  KuLP.  J  am  temporizing  in  regard  to  this. 

Senator  Hastings.  I  think  that  is  very  vital,  as  to  whether  we 
woiild  have  one  or  two  departments. 

Senator  Couzens.  He  says  he  is  temporizing. 

Mr.  KuLP.  I  say  I  am  not  insisting,  as  someone  said  a  moment 
ago,  that  it  should  be  two  departments. 

Senator  Connally.  Is  your  view  one  or  two? 

Mr.  KuLP,  My  view  in  the  future  is  one. 
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Senator  Connally.  That  is  all  we  are  dealing  with,  is  the  future. 

Mr.  KuLP.  The  immediate  future,  I  mean.  I  would  take  what  I 
can  get  at  the  moment. 

Senator  Connally.  You  would  take  one? 

Mr.  KuLP,  Yes,  if  I  can  get  it. 

The  Chairman.  All  right,  proceed. 

Mr.  KuLP.  As  for  the  rest  of  the  bill  I  think  a  great  deal  of  the 
work  has  still  got  to  be  done  on  the  contributory  contractual  system. 
As  the  Senators  know,  the  present  proposal  is  for  the  Federal  Treasury 
to  postpone  contributions  until  such  time  as  income  will  exceed  dis- 
bursements, perhaps  about  1965.  That,  I  think,  would  oe  ver^^ 
unfortunate  from  the  standpoint  of  the  average  man.  Persons  now 
in  middle  age,  and  approaching  the  age  of  65,  would  be  receiving 
annuity  payments  for  which  they  had  not  paid.  It  amounts  to 
saying  that  the  Federal  Government  will  postpone  its  obligation  until 
about  1965.  On  the  other  hand,  if  you  ask  the  Government  to  pay 
over  the  whole  sum  required  to  set  up  reserves,  the  sum  would  be  so 
considerable  as  to  amount  to  as  much  as  our  present  national  income. 
I  tliink  the  contributory  annuity  plan  could  safely  be  postponed, 
because  we  propose,  in  any  event,  to  continue  assistance  to  persons 
unaole  to  take  care  of  themselves.  I  think  that  whole  subject  re- 
quires much  more  study  than  it  has  had  up  to  the  present  time.  I 
should  say  postpone  the  contributory  system,  continue,  expand  your 
program  of  paying  old  persons  unable  to  take  care  of  themselves,  as 
poor-relief  cases. 

The  Chairman.  If  you  desire  to  ela-borate  your  views  just  put  them 
in  the  record,  Professor. 

Mr.  KuLP.  Thank  you. 

The  Chairman.  Mr.  Harriman. 

STATEMENT  OF  HENRY  I.  HARRIMAN  PRESIDENT,  UNITED  STATES 
CHAMBER  OF  COMMERCE 

Mr.  Harriman-  Mr.  Chairman  and  gentlemen:  I  do  not  appear 
before  you  as  an  expert  on  the  technical  details  of  the  bill.  Mr. 
Marion  Folsom,  of  our  committee  on  social  reserves,  has  already 
appeared  before  you  and  he  has  expressed  much  better  than  I  could 
the  technical  questions  and  discussed  technical  details. 

The  Chairman.  He  made  a  very  fine  witness. 

Mr.  Harriman.  I  wish  merely  to  make  a  very  brief  and  very 
general  statement. 

The  Chamber  of  Commerce  of  the  United  States  takes  positions 
on  matters  of  public  interest  by  means  of  referenda  and  by  resolutions 
of  its  members  at  annual  meetings.  Obviously,  because  of  the  short- 
ness of  time  since  this  program  was  presented  to  the  public,  we  have 
not  had  the  time  to  do  that.  We  have  had  a  committee,  of  which 
Mr.  Folsom  was  one  of  the  technical  members,  and  of  which  Mr.  P.  W. 
Litchfield  of  the  Goodyear  Tire  &  Rubber  Co.  is  the  chairman,  that 
has  been  studying  these  problems.  The  committee  has  not  yet  taken 
a  definite  position  either  for  or  aga^st  the  pending  bill  and  it  will  not 
do  so  before  the  bill  is  acted  upon. 

I  think  I  may  say  that,  in  general,  it  recognizes  the  desirability  of 
these  two  reserves,  provided,  they  are  set  up  without  too  great  a 
burden  upon  industry  at  the  start:  We  believe  that  these  matters 
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must  be  more  or  less  of  an  evolution,  just  as  they  have  been  in  other 
countries.  We,  of  course,  recognize  that,  historically  speaking, 
reserves  of  this  type  have  been  set  up  in  Europe  for  manj^  years.  As 
far  as  my  knowledge  goes  the  only  country  where  such  reserves  have 
been  abandoned  is  Russia.  In  the  other  countries  they  have  been 
continually  experimenting  and  continually  changing,  and  I  haven't 
any  doubt  the  history  of  these  measures  in  our  own  country  will  be 
similar  and  that  we  will  experiment  with  them,  and  for  that  reason 
it  is  the  feeling  of  our  committee  that  we  should  start  these^  two 
important  reserves  in  a  very  cautious  way  and  develop  by  experience 
what  is  the  ultimate  plan. 

Maj^  I  say  that  in  1931  the  chamber,  by  referendum  vote,  over- 
whelmingly committed  itself  to  the  principles  of  voluntary  reserves 
for  unemployment,  old  age,  sickness,  and  accident.  The  vote  was 
about  5  to  1  in  faA^or  of  the  setting  up  of  such  voluntary  reserves. 

Senator  Connally.  You  mean  by  that  that  the  v/hole  cost  is  to  be 
borne  by  assessments? 

Mr.  Haeriman.  They  were  set  up  by  various  companies  on  one 
plan  or  another.  It  was  voluntary  with  the  company  as  to  the  method 
or  plan  which  it  would  set  up. 

Senator  Connally.  Of  course  that  sort  of  thing  does  not  require 
legislation. 

Mr.  Harriman.  No;  not  at  all.  That  was  in  1931,  before  the 
depression  had  reached  very  great  depths.  Already  substantially 
400  concerns  in  the  United  States  have  such  reserves  for  unemploy- 
ment, and  I  think  they  cover  approximately  2,000,000  workers. 

The  committee  feels  that  if  tliis  biU  is  to  pass,  there  should  be  certain 
modifications;  and  I  feel  with  them,  first,  as  to  the  unemployment  re- 
serve; and  second,  as  to  old-age  reserves  or  pensions. 

The  first  amendment  that  we  would  provide  is  that  the  employee 
should  bear  at  least  1  percent  of  the  3-percent  tax  which  is  to  be 
levied  on  the  pay  roll.  In  England,  the  contribution  by  employer  and 
employee  is  equal;  and  in  England,  it  is  fair  to  say  also,  there  is  an 
equal  contribution  by  the  State. 

Senator  Byrd.  Mr.  Harriman,  what  is  the  percentage? 

Mr.  Harriman.  In  England  I  tliink  one-third  is  borne  by  the 
state,  one-third  by  the  employer,  and  one-third  by  the  employee. 

Senator  Byrd.  What  is  the  total  percent? 

The  Chairman.  Four  and  one-half  percent,  as  has  been  stated  here. 

Mr.  Harriman.  The  committee  believes  that  such  a  contribution 
on  the  part  of  the  emploj^ee  is  essential,  so  that  the  emploj^ee  will 
help  to  keep  the  fund  solvent  by  seeing  that  those  who  do  not  deserve 
the  fund  do  not  receive  it.     I  believe  this  is  a  very  important  point. 

Senator  Barkley.  The  employer  has  the  power  to  pass  his  contri- 
bution on  to  the  public,  while  the  employee  does  not  have  that  power. 
Do  you  draw  any  distinction  there? 

^tr.  Harriman.  The  employer  in  the  long  run,  undoubtedly  will 
pass  it  on.  I  doubt  if  he  can  pass  it  on  immediately.  I  do  not  suggest 
that  the  employee  should  bear,  as  in  England,  an  equal  amount  v\dth 
the  employer,  but  I  do  tliink  that  a  certain  percentage  should  be 
borne  by  the  employee.  Mr.  Folsom  recommended  one-half  of  1  per- 
cent, and  our  coimnittee  recommendation  would  be,  I  think, 
1  percent. 
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Senator  Barkley.  This  contribution,  as  far  as  the  employer  is  con- 
cerned, would  become  a  part  of  the  cost  of  manufacture  and,  of  course, 
would  be  included  in  the  price  to  the  public. 

Mr.  Harriman.  Yes. 

Senator  Barkley.  That  cannot  apply  to  the  employee.  He  does 
not  fix  the  price  of  the  products,  he  does  not  participate  in  that  except 
by  his  wage.  If  it  turns  out  that  the  employer's  contribution  is  finally 
made  by  the  public  and  the  employee's  contribution  is  not,  then  the 
employer  ultimately  pays  no  part  of  the  tax. 

Mr.  Harriman.  Of  course,  in  the  long  run  again,  wages  are 
determined,  at  least  to  an  extent,  by  costs,  and  this  becomes  part 
of  the  costs  of  living. 

Senator  Barkley.  And  the  costs  are  always  determined,  in  the 
long  run,  by  wages. 

Mr.  Harriman.  Yes.  I  recognize  that  there  is  good  argument 
both  ways,  but  it  was  the  feeling  of  our  committee  that  the  value  of 
a  direct  contribution,  very  small  in  amount,  would  be  very  substantial. 
The  committee  felt  that  it  would  prevent  demands  for  unreasonable 
increases  in  the  future.  A  man  is  always  more  reserved  in  asking  for 
something  of  which  he  pays  a  part  than  where  it  is  a  mere  grant  to 
him. 

Senator  Barkley.  I  concede  the  logic  of  the  contention  that  if  the 
respective  contributions  are  to  be  taken  out  of  the  earnings  of  both 
sides  that  there  might  be  some  justice  in  making  both  sides  contribute; 
but  if  one  has  the  power  to  get  out  from  under  and  the  other  does  not 
have  that  power,  that  presents  to  me  a  different  situation. 

Mr.  Harriman.  I  am  perfectly  free  to  grant  there  is  a  good  argu- 
ment both  ways.  The  experience,  certainly,  of  England  is  that  it  is 
wise  to  have  the  joint  contribution. 

The  second  suggestion  that  we  would  make  is  that  there  be  exempted 
from  the  operation  of  the  fund  agricultural  workers,  domestic  servants, 
and  casuals.  I  should  think  that  it  would  be,  as  a  practical  matter, 
practically  impossible  to  collect  the  tax  on,  for  instance,  the  casual 
worker — the  man  who  comes  in  and  works  in  your  garden  for  a  day 
or  two,  or  he  shovels  snow.  I  think  the  burden  of  setting  up  an 
organization  to  collect  such  taxes  would  be  substantially  impossible; 
and  I  believe  that,  certainly  at  the  start,  it  would  be  very  much  better 
to  remove  those  three  classes. 

Senator  Hastings.  You  do  not  think  this  exemption  in  the  present 
bill  of  three  or  four  classes  of  persons,  whatever  it  is,  is  sufficient  to  do 
that? 

Mr.  Harriman.  No;  I  do  not  think  so. 

The  third  suggestion  is  that  the  pay-roll  tax  apply  against  only 
that  portion  of  the  wages  which  are  considered  in  determining  the 
benefits;  that  is,  up  to  $250  per  month. 

Senator  Connally.  You  mean  you  would  not  tax  men  whose 
salaries  are  below  $2,500  a  year? 

Mr.  Harriman.  I  would  tax  up  to  $250  a  month. 

Senator  Connally.  $3,000  a  year? 

Mr.  Harriman.  Yes;  because  he  would  receive  a  benefit  based 
upon  that  in  return.  I  believe  the  "white-collar"  man,  who  has  been 
drawing  a  large  salary,  is  very  often  in  need,  on  this  type  of  relief. 

Senator  Connally.  Why  should  not  you  tax  him  on  his  whole 
salary,  then? 
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Mr.  Harriman.  Because  the  benefit  is  not  based  on  his  whole 

salary. 

Senator  Connally.  This  whole  bill  is  predicated  on  the  theory 
that  somebody  would  continue  to  be  employed  and  would  not  draw 
any  benefits.  I  think  that  all  ouirht  to  be  taxed.  Why  should  you, 
as  president  of  the  company,  drawing  $25,000  a  year,  not  pay  as  well 
as  the  fellow  drawing  $25  a  week? 

Mr.  Harriman.  Of  course,  the  $25-a-week  employee  will  receive  a 
benefit  based  upon  50  percent  of  his  wage.  The  man  drawing  $25,000 
would  receive  a  benefit  based  upon  only  $250  a  month,  or  $3,000  a 
year. 

The  Chairman.  Mr.  Harriman,  your  suggestion,  then,  is  different 
from  the  bill? 

Mr.  Harriman.  Yes. 

The  Chairman.  It  is  different  in  that  the  bill  exempts  all  whose 
salaries  are  over  $250  a  month,  while  your  suggestion  is  they  are  to  be 
taxed  up  to  $250  a  month? 

Mr.  Harriman.  Yes. 

The  Chairman.  No  matter  what  they  make? 

Mr.  Harriman.  Yes;  on  the  basis  of  the  benefits  which  he  will 
later  receive. 

Senator  Hastings.  You  are  now  talking  about  the  unemployment 
compensation? 

Mr.  Harriman.  I  am  talking  now  about  unemployment  com- 
pensation. 

Senator  Hastings.  That  $250  applies  to  the  old-age  compensation 
proposition,  doesn't  it? 

Mr.  Harriman.  I  think  it  is  $50  a  month,  is  it  not? 

Senator  Couzens.  The  $250  is  not  in  the  bill,  but  it  is  proposed  to 
be  put  in  the  bill. 

Senator  Hastings.  I  am  sorry.     I  was  not  here  when  that  occurred. 

Mr.  Harriman.  The  fourth  and  a  very  important  change  is  to 
provide,  by  various  amendments,  which  Mr.  Folsom  has  gone  into 
with  you,  that  existing  company  plans,  if  they  are  more  liberal  than 
the  Federal  plan,  be  allowed  to  continue,  that  in  that  case  there  be 
an  exemption  from  the  pay-roll  tax;  and,  also,  that  the  plans  provide 
for  the  reasonable  assurance  of  employment. 

The  Chairman.  In  other  words,  if  the  State  wants  to  adopt  the 
Wisconsin  plan  it  may  do  it,  or  it  may  adopt  some  other  plan? 

Mr.  Harriman.  Yes. 

Senator  Hastings.  Do  you  disagree  in  any  way  with  Mr.  Folsom's 
recommendations? 

Mr.  Harriman.  No;  except  that  our  committee  felt  that  1  percent 
should  be  passed  on  to  the  employee  rather  than,  as  he  suggested, 
one-half  of  1  percent,  I  am  not  sure  that  that  is  a  difference  of  any 
very  great  importance. 

Turning  now  to  the  old-age  pension,  the  old-age  reserves,  those  are 
divided  into  three  classifications.  The  first  is  for  those  who  are  now 
65  years  of  age  and  for  whom  no  reserves  would  be  collected. 

The  committee  feels  that  the  plan  for  Federal  grants  to  those  who 
are  now  above  G5  years  of  age  should  be  amended  to  provide  that  the 
States  may  set  up  their  own  standards.  There  is  now  at  least  a  strong 
inference  that  the  Federal  Government  can  use  its  power  to  raise 
standards.    Eventually  that  may  be  necessary,  but  I  do  not  believe 
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that  anythinc;  looking-  toward  fixed  standards  for  the  whole  country  is 
desirable,  because  living  conditions  and  costs  of  living  A^ary  greatly 
in  the  different  States.  I  believe  that,  certainly  at  the  start,  there 
should  be  the  broadest  ground  in  these  pensions  for  the  States  to 
determine  their  own  standards,  toward  which  the  Government  would 
make  a  contribution. 

Senator  Barkley.  Is  there  any  such  variation  in  the  standard  of 
living  in  the  different  sections  of  any  other  country  where  tliis  system 
is  in  operation? 

Mr.  Harriman.  I  do  not  think  there  is.  Of  course  England  is  a 
very  small,  compact  country.  Germany,  France,  and  Italy  are 
relatively  compact.  There  may  be  slight  variations  in  different  sec- 
tions, but  certainly  not  such  profound  variations  as  there  are  between 
the  cost  of  living  in  New  York  and  the  cost  of  living  in  a  southern  or 
western  agricultural  State. 

Senator  Barkley.  Do  you  think  it  desirable,  over  a  long  period,  or 
as  they  say  on  the  stock  market,  over  a  long  pull,  to  try  to  bring 
standardization  of  conditions  in  the  standards  of  living  in  this  country? 

Mr.  Harriman.  No;  I  do  not  think  so;  at  least  I  do  not  think  we 
are  wise  enough  as  yet  to  say  what  that  standard  should  be.  If  you 
are  talking  of  the  very  distant  future,  that  may  be  so.  I  think  it  i^ 
very  desirable,  in  order  to  save  inordinate  burdens  that  might  be 
placed  on  the  States,  because  it  has  to  pay  one-half  of  the  cost  cer- 
tainly of  the  contributory  system,  that  these  standards  should  be  set 
by  the  States  themselves,  and  I  believe  they  will  be  set  fairly.  If 
later  on  there  is  proof  that  they  are  not,  then  the  bill  can  be  amended. 

I  consider  this  bill  only  a  first  step ;  that  it  will  be  amended  in  a  vast 
number  of  ways,  as  experience  shows  that  is  desirable. 

Coming  now  to  the  plan  for  contributory  reserves,  we  would  sug- 
gest three  changes.  Again  we  would  exclude  argicultural  workers, 
domestic  servants  and  casuals,  for  the  same  reasons  that  I  referred  to 
in  unemployment  reserves. 

Second,  I  would  certainly  permit  existing  private  annuity  plans  to 
be  continued  as  a  substitute  for  the  Government  plan,  under  proper 
regulation  and  if  they  are  suitable. 

Finally,  I  do  not  agree  with  recent  suggestions  that  have  been  made, 
that  the  tax  be  increased  at  this  time,  starting  at  2  percent  rather 
than  1  percent,  and  reaching  its  ultimate  in  1947  instead  of  1957,  for 
the  reason  that  the  reserves  that  would  be  ultimately  accumulated 
would  be  so  terrific  that  I  do  not  believe  it  would  be  possible  to  handle 
them  safely.     The  reserves  under  the  present  plan  will  never  exceed 

II  billions  of  dollars.  That  in  itself  is  an  enormous  sum,  more  than 
one-third  of  the  whole  national  debt.  If  the  amendments  were  made 
the  reserves  would  reach  at  least  40  billions  of  dollars  and  might  go 
to  50  billions  of  dollars.  That  is  an  unthinkable  amount  to  be 
handled  by  the  Government  or  by  any  other  group.  Of  course  if 
we  were  to  set  up  the  whole  plan  on  the  basis  of  annuities,  without 
Federal  contribution,  it  would  go  to  70  or  75  billions  of  dollars,  which 
is  one-fourth  or  one-fifth  of  the  national  wealth.  So  I  think  that  the 
tax  features  should  be  left  as  they  are. 

I  recognize  that  there  are  going  to  be  very  severe  burdens,  vast 
burdens  placed  upon  the  Government  beginning  in  1965  and  reaching 
a  peak,  it  is  estimated  of  a  billion  and  a  half  in  1980.  I  think,  between 
the  two  dangers,  it  would  be  less  dangerous  to  accumulate  these  huge 
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reserves.  So  I  hope  that  the  act  will  be  left  as  it  is.  And,  further- 
more, there  is  the  question  as  to  whether,  at  this  time,  when  we  are 
in  the  middle  of  a  depression,  it  is  wise  to  burden  industry  more  than 
is  outlined. 

The  Chairman.  The  committee  thanks  you  for  your  contribution, 
Mr.  Harriman. 

Mr.  Harriman.  Thank  j^ou. 

The  Chairman.  Mr.  Lloyd  A.  Peck  has  asked  to  speak  for  5  min- 
utes. Mr.  Peck  is  representing  Mr.  Coneby,  and  he  is  also  represent- 
ing the  Laundry  Owners  National  Association. 

STATEMENT  CF  IICYD  A.  PECK,  JOLIET,  ILL.,  REPRESENTIKG  THE 
LAUNDRYOWNERS  NATIONAL  ASSOCIATION 

Mr.  Peck.  Mr.  Chairman  and  members  of  the  committee,  I  am 
general  manager  of  the  Laundryowners  National  Association,  with  a 
membership  of  power  laundries  doing  approximately  70  percent  of  the 
volume  of  business  handled  by  this  industry.  According  to  the 
Bureau  of  the  Census,  this  industry  employed  approximately  190,000 
peojile  during  the  year  1933. 

We  will  not  endeavor  to  comment  in  detail  in  connection  with  the 
proposed  economic-security^  legislation  represented  by  this  bill  under 
consideration.  Our  comments  will  be  restricted  to  a  statement  of 
general  opinion  and  recommendation  in  view  of  the  probable  results 
of  this  legislation  on  our  industry,  representing  as  it  does,  an  invest- 
ment of  approximately  a  half  bilhon  dollars,  and  nearly  200,000 
employees. 

We 'are  intensely  interested  in  all  of  those  conditions  and  proposals 
which  will  immediately  alleviate  the  suffering  caused  by  unemploy- 
ment, but  do  not  believe  it  is  sound  policy  to  enact  legislation  at  this 
time  which  cannot  possibly  contribute  to  the  correction  of  the  unem- 
ployment problem  immediately. 

The  tremendous  burden  proposed  for  employers  to  carry,  through 
a  pay-roll  tax,  will  act  as  a  definite  curb  on  business  expansion,  and 
will  likely  eliminate  many  businesses  now  on  the  verge  of  bankruptcy. 
We  contend  that  the  portion  of  the  burden  to  be  carried  by  employees 
will  further  curtail  their  purchasing  power,  thereby  increasing  their 
difficulties  in  meeting  actual  livmg  expenses.  Therefore,  this  pro- 
posed social-security  legislation  will  stifle  recovery  forces  now  at  work 
and  increase  unemployment  which  the  legislation  is  supposed  to 
ultimately  alleviate. 

Speaking  more  directly  for  the  laundry  industry  which  we  are 
charged  to  represent  in  matters  of  this  kind  by  our  membership, 
the  vast  majority  of  establishments  cannot  carry  this  additional 
burden  without  most  serious  consequences.  According  to  the  quite 
complete  information  assembled  by  our  association  in  October  1934, 
a  cross  section  of  the  more  efficiently  operated  units  in  our  industry 
showed  a  loss  of  4.15  percent. 

Senator  King.  Is  that  a  deficit  or  a  loss  from  former  standards  of 
profits? 

Mr.  Peck.  A  loss  on  actual  present  operations. 

Senator  Couzens.  Is  that  due  to  competitive  conditions? 

>Ir.  Peck.  It  is  due  to  a  great  many  factors,  not  particularly 
competitive  conditions.  It  is  a  loss  of  volume  and  some  lowering  of 
prices  to  maintain  business  and  employment  where  it  now  stands. 
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Senator  King.  Are  you  not  under  the  code? 

Mr.  Peck.  There  is  a  code  for  our  industry;  yes,  sir. 

Senator  King.  Under  that  code  was  not  there  some  sort  of  agree- 
ment to  not  reduce  prices? 

Mr.  Peck.  No;  that  was  never  effective. 

Senator  King.  Did  you  maintain  a  uniformity  of  prices? 

Mr.  Peck.  The  code  did  not  have  any  effect  on  prices,  in  connec- 
tion with  competitive  conditions.  There  has  been,  I  would  say, 
some  reduction  in  price  voluntarily  and  in  some  cases  cooperatively, 
in  endeavoring  to  maintain  some  of  our  volume,  to  continue  our 
units  in  business,  and  to  continue  employment  for  our  people. 

Senator  Black.  There  has  been  some  considerable  increase  in 
volume  in  many  places,  hasn't  there? 

Mr.  Peck.  Not  considerable  increases.  1934  showed  few  increases, 
from  5  to  10  percent  in  volume,  which  is  a  bare  bend  in  the  50  percent, 
approximately,  that  was  lost  in  volume. 

Senator  Black.  I  understand  you  to  say,  from  your  own  informa- 
tion, the  laundry  industry  has  not  increased  its  prices  since  its  code 
went  into  effect. 

Mr.  Peck.  No,  sir.     It  is  a  rare  case  if  they  have. 

The  Chairman.  All  right,  Mr.  Peck,  please  continue. 

Mr.  Peck.  This  same  data  discloses  the  fact  that  exclusive  of 
executive  salaries  the  total  pajr  roll  averages  52.5  percent  of  the  total 
sale.  Under  these  conditions  it  is  obvious  that  any  tax  on  pay  rolls 
of  the  proportion  now  proposed  would  result  in  most  serious  conse- 
quences. This  particularly  for  the  reason  that  our  business  is  com- 
petitive with  our  own  customers,  laundering  can  be  done  in  the  home, 
which  accounts  for  the  loss  of  approximately  50  percent  of  our  1929 
volume. 

The  Chairman.  Have  you  taken  into  consideration  the  Chinese 
laundries?     Do  the  Chinese  laundries  come  in  there? 

Mr.  Peck.  There  is  Chinese  hand  laundry  competition,  yes,  sir, 
but  that  is  not  a  serious  factor  from  our  industry  standpoint.  It  is 
the  question  of  doing  the  laundry  at  home  when  the  prices  are  such 
that  they  cannot  afford  to  use  the  laundry;  that  is  our  greatest  com- 
petition. 

Senator  King.  There  has  been  an  increase  in  home  laundry  then? 

Mr.  Peck.  That  is  correct,  much  as  they  do  not  like  to  do  it  in  the 
home.     We  cannot  raise  prices  to  absorb  costs  of  operation. 

The  second  important  point  which  we  wish  to  emphasize  to  this 
committee  is  our  recommendation  that  those  businesses  that  afford 
steady  year-round  employment  be  given  separate  consideration. 
Our  business  is  not  subject  to  much  variation  and,  therefore,  those 
people  employed  by  this  industry  are  assured  of  steady  employment 
52  weeks  in  the  year. 

Senator  Couzens.  That  is  rather  inconsistent  with  your  previous 
statement  that  your  business  dropped  off  50  percent. 

Mr.  Peck.  I  say  the  people  who  are  employed  by  the  industry 
have  steady  employment. 

Senator  Couzens.  When  your  business  dropped  off  50  percent,  as 
you  said,  did  not  you  drop  off  any  employees? 

Mr.  Peck.  That  is  correct. 

Senator  Couzens.  Is  not  that  a  variation  in  employment  then? 
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jMr.  Peck.  It  is  a  variation  over  long  ranges  of  economic  conditions, 
depression  conditions,  but  in  our  employment,  the  people  we  can 
maintain  on  our  pa,y  rolls  are  given  steady  employment  rather  than 
seasonal  employment. 

Senator  King.  Is  there  very  much  reduction  in  the  number  of 
emplovees  by  reason  of  your  50-percent  loss  of  output? 

Mr.  Peck.  Of  course  there  had  to  be  some  to  maintain  the  industry. 

Senator  King.  I  was  just  wondering  what  percent  it  was. 

Mr.  Peck.  I  can  say  for  our  industry  that  it  responded  to  the 
"share-the-work"  movement  in  the  early  days  of  the  depression  and 
maintained  employees  that  they  did  not  need.  Economic  pressure, 
of  course,  made  necessary  these  reductions  in  the  nurnber  of  em- 
ployees to  a  point  where  they  are  in  such  a  serious  financial  condition 
at  the  moment  that  any  increased  cost  is  a  drain. 

Senator  Barkley.  That  has  no  relationship  to  the  "share-your- 
wealth"  business? 

Mr.  Peck.  No.  We  believe  it  is  the  attitude  of  the  employers  to 
build  up  loyal,  satisfied  organizations,  and  to  accept  their  respon- 
sibihty  in  the  economic  scheme  of  things. 

Senator  Black.  Have  you  the  figures  on  employment  in  the  laun- 
dry business  in  March  1932  and  now? 

Mr.  Peck.  I  do  not  have  those  here  with  me  now. 

Senator  Black.  Can  you  send  them  to  us? 

Mr.  Peck.  I  can  get  those  for  you.     You  want  March  1932? 

Senator  Black.  Yes;  and  now. 

Mr.  Peck.  I  can  give  you  the  employment  figures,  the  number  of 
smployees  for  1931  as  compared  with  1933,  which  are  census  figures. 

Senator  Black.  What  is  that? 

Mr.  Peck.  The  number  of  wage  earners  in  1931  was  217,000  and 
in  1933  it  was  175,000.  There  is  a  little  difference  there  in  the  classi- 
fication by  the  Bureau  of  Census  of  about  14,000,  which  would  make 
apparently  around  190,000  in  1933  as  compared  with  217,000  in  1931. 
I  will  say  this,  that  employment  has  not  dropped  in  our  industry  to 
anywhere  near  the  degree  that  sales  have  dropped. 

The  Chairman.  Will  you  furnish  for  the  record  the  other  figures 
desired  by  Senator  Black? 

IVTt   T^fpk     a^6S   sit. 

Senator  Black.'  Can  you  also  give  us  the  average  hours  worked  in 

1931  and  1933?  ,     ,      j       • 

Mr.  Peck.  No,  sir;  but  there  has  been  a  rather  marked  reduction 
in  hours  over  the  past  3  or  4  years. 

Senator  Hastings.  Can  you  give  us  any  idea  of  the  average  wage 
earned  by  these  employees? 

Mr.  Peck.  That  would  be  a  rather  involved  statement.  I  haven  t 
it  complete  because  it  varies  by  various  sections  of  the  country.  It 
happens  that  ours  is  an  industry  where  the  wage  rates  vary  very 
markedly  in  different  sections  of  the  country. 

The  Chairman.  Have  you  about  finished  your  statement  Mr.  Peck? 

Mr.  Peck.  Very  nearly,  sir. 

The  Chairman.  I  may  say  to  you  if  you  want  to  elaborate  and  put 
into  tlie  record  any  further  statements  you  may  do  so. 

Mr.  Peck.  If  I  mav  continue  about  1  minute,  sir? 

The  Chairman.  All  right. 
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Mr.  Peck.  It  does  not  seem  fair  for  industries  such  as  ours  to  be 
requii"ed  to  set  up  reserves  and  carry  the  load  for  seasonal  or  fluctuating 
businesses,  which  do  not  afford  steady  employment  to  their  employees. 

In  general  we  submit  that,  first,  too  ambitious  and  comprehensive  a 
program  has  been  proposed  which,  if  enacted,  might  develop  problems 
unforeseen  at  the  moment  and  fail  in  the  objectives  contemplated,  and, 
certainly,  because  neither  employees  nor  employers  in  our  industry 
can  afford  to  carry  such  a  burden  at  this  time;  and,  further,  the  bene- 
fits from  such  a  program  will  not  become  effective  for  a  considerable 
time,  and  it  will  curb  recovery  so  much  needed  at  the  moment, 
therefore,  we  strongly  recommend  postponement  of  legislation  to 
establish  the  social-securities  program. 

The  Chairman.  Thank  you,  Mr.  Peck. 

Mr.  James  A.  Emery,  representing  the  National  Association  of 
Manufacturers. 

STATEMENT  OF  JAMES  A.  EMERY,  NATIONAL  ASSOCIATION  OF 
MANUFACTURERS,  WASHINGTON,  D.  C. 

Mr.  Emery.  Mr.  Chairman  and  gentlemen  of  the  committee,  with 
your  permission  I  would  like  to  make  a  general  statement  with  respect 
to  the  position  of  the  association  and  present  to  you  two  witnesses 
on  special  features  of  the  legislation,  one  dealing,  from  personal  obser- 
vation and  study,  mth  the  British  experience  as  applied  to  this  pro- 
posal, and  the  second,  the  economist  of  the  association  with  respect 
to  the  operating  effect  of  the  tax  in  the  form  proposed. 

The  Chairman.  Mr.  Emery,  those  witnesses  proposed  are  not  on 
the  calendar  for  today.     How  long  will  they  take? 

Mr.  Emery.  That  would  depend  upon  the  committee  in  part,  Mr. 
Chairman. 

The  Chairman.  The  committee  wiU  adjourn  at  12  o'clock. 

Mr.  Emery.  There  may  be  some  inquiries  with  respect  to  the  state- 
ments made. 

The  Chairman.  About  how  much  time  will  these  two  gentlemen 
want? 

Senator  King.  If  we  do  not  interrupt  them. 

Mr.  Emery.  I  will  say  for  Mr.  Gall  that  his  statement  would  take 
substantially  about  20  minutes,  and  as  to  the  economist  of  the  asso- 
ciation, he  might  perhaps  take  quite  as  long  or  a  little  longer. 

The  Chairman.  They  will  have  to  be  heard  some  other  time. 

Mr.  Emery.  I  would  like  to  have  them  follow  me,  if  I  may, 
because  it  makes  a  connected  statement  with  reference  to  the  subject 
matter  under  consideration. 

The  Chairman.  You  may  proceed,  Mr.  Emery. 

Mr.  Emery.  Mr.  Chairman,  in  order  to  make  the  general  position 
of  the  association  clear,  with  respect  to  the  principles  involved  in  this 
legislation,  I  would  like  to  call  your  attention  to  the  fact  that  their 
position  with  respect  to  it  was  adopted  at  a  convention  of  the  asso- 
ciation held  in  December,  at  which  were  present  some  1,460  manu- 
facturers from  all  parts  of  the  United  States,  representing  every 
variety  of  industry  and  operating  in  more  than  40  States  of  the  Union. 

Their  position  is  one  of  general  sympathy  with  the  objectives  to 
which  the  legislation  is  aimed;  that  is,  to  provide  assistance  and  a 
measure  of  reasonable  security  against  the  major  hazards  of  life,  so 
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far  as  it  may  be  reached  either  by  the  private  conduct  of  the  individ- 
ual or  with  the  assistance  of  legislation  validly  aimed  at  the  attain- 
ment of  those  objectives.  We  feel,  however,  that  there  are  serious 
considerations  which  should  be  laid  before  the  committee  with 
respect  to  the  capacity  to  maintain  the  burden  that  would  be  placed 
upon  industry,  and  especially  in  view  of  the  form  of  the  tax  here 
levied. 

That  goes,  of  course,  to  the  question  of  w4iether  the  legislation  which 
you  have  under  consideration  would  aid  this  situation,  in  the  light  of 
your  general  objective  the  obtainment  of  recovery  that  private  enter- 
prise may  resume,  maintain  and  expand  its  normal  employment. 
The  approach  of  industry  is  well  stated  by  Francis  Place,  whom 
Macauley  described  as  "the  greatest  radical  writer  in  England," 
who  made  a  most  commendable  contribution  to  employment  and  labor 
conditions  in  England.     He  said: 

Every  man  who  greatly  desires  the  well-being  of  his  species  has  no  doubt  felt 
repugnance  at  finding  himself  compelled  to  abandon,  as  it  were,  the  notions  he 
would  fain  indulge  without  alloy,  and  to  descend  to  calculations  and  comparisons 
of  losses  and  gains,  of  trade,  commerce,  and  manufacture,  of  the  nature  of  rents, 
profits,  and  wages,  the  accumulation  of  capital,  and  the  operation  of  taxes. 
But  he  who  would  essentially  serve  mankind  has  no  choice;  he  must  submit 
himself  patiently  to  the  pain  he  cannot  avoid  without  abandoning  his  duty. 

Now  the  situation  with  which  we  are  confronted  generally  in  this 
country  today  is  a  national  debt  w^hich,  at  the  conclusion  of  the 
fiscal  year,  will  amount  to  substantially  32  billion  dollars;  that  in 
addition  thereto  we  have  the  debts  of  the  States  which  bring  the  total 
to  the  neighborhood  of  48  billion  dollars;  the  fixed  charges  against  this 
will  substantially  amount  to  about  a  billion  and  a  quarter  annually, 
in  addition  to  the  sums  necessary  to  provide  for  sinking  fund  to  retire 
the  debts  as  they  progress;  that  we  are  confronted  now  with  an 
annual  expenditure,  of  a  public  nature,  national.  State  and  local,  of 
substantially  14}^  billion  dollars;  we  have  estimated  private  debts 
aggregating  about  217  billion  dollars;  we  are  confronted  with  increas- 
ing debts,  wdth  increasing  taxes,  in  every  direction,  and  there  is  an 
obvious  necessity  for  relating  these  debts  of  the  States  and  the  taxes 
of  the  States  to  the  tax  structure  of  the  Nation  without  piling  up  a 
burden  that  would  be  so  excessive  as  to  threaten  the  recovery  of 
private  industry  itself.  This  is  essential  to  the  stimulation,  the  main- 
tenance and  the  expansion  of  employment. 

The  relation  of  this  tax  structure  to  that  of  the  States  at  all  times 
is  a  matter  of  serious  consideration  for  this  committee,  since  we  have 
reached  the  point,  as  the  President  has  very  dramatically  stated,  in 
which  we  are  paying  substantially  "one-third  of  the  income  of  the 
United  States"  for  the  "luxury  of  being  governed." 

I  want  to  call  your  attention,  then,  in  my  statement,  to  sub- 
stantially three  things:  First,  to  the  nature  of  this  tax  and  its  operat- 
ing effect.  Before  directing  your  attention  to  that,  I  want  to  call  your 
attention  to  the  record  of  previous  studies  which  have  been  made 
by  the  Senate  of  the  United  States  in  field  of  unemployment  insur- 
ance; one  in  1928,  under  the  chairmanship  of  the  distinguished  Senator 
from  Michigan,  bv  the  Committee  on  Education  and  Labor,  of  the 
Senate,  which  declared: 

Whatever  legislation  is  considered  on  this  subject,  your  committee  is  con- 
vinced, should  be  considered  by  the  States.  The  States  can  deal  with  this  sub- 
ject much  better  than  the  Federal  Government. 
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Further  the  committee  said: 

Insurance  plans  against  unemployment  should  be  confined  to  the  industry 
itself  as  much  as  possible.  There  is  no  necessity  and  no  place  for  Federal  inter- 
ference in  such  efforts  at  this  time.  If  any  public-insurance  scheme  is  considered 
it  should  be  left  to  the  State  legislatures  to  study  that  problem. 

Later,  under  Senate  Resolution  483  of  February  28,  1931,  proposed 
by  Mr.  Wagner,  a  select  committee  of  the  Senate  was  appointed 
by  the  Senate  to  investigate  unemployment  insurance  and  make 
recommendations.  That  committee  consisted  of  Senator  Hebert  of 
Rhode  Island,  a  distinguished  insurance  authority;  Senator  Glenn 
of  Illinois;  and  Senator  Wagner  of  New  York.  The  committee  was 
appointed,  held  hearings  and  made  studies  between  April  2  and 
December  10,  1931,  reporting  to  the  Senate  on  June  30,  1932.  That 
committee  reached  the  conclusion  that: 

The  subject  of  unemployment  insurance  is  not  within  the  sphere  of  congres- 
sional action. 

After  studious  examination  of  the  questions  of  policy  and  law 
involved,  there  was  no  disagreement  with  the  separate  views  of 
Mr.  Wagner,  which  further  urged: 

The  enactment  of  Federal  legislation  permitting  a  deduction  of  30  percent  of 
the  cost  of  unemployment  reserves  or  insurance,  not  from  gross  income,  as  recom- 
mended by  the  committee,  but  from  tax. 

He  further  specifically  proposed: 

2.  Unemployment  insurance  or  wage  reserves  to  be  successful,  should  be 
inaugurated  under  compulsory  State  legislation  and  be  supervised  by  State 
authority. 

3.  The  Federal  Government  should  encourage  State  action  by  (a)  cooperating 
with  the  States  in  the  establishment  of  a  Nation-wide  employment  service,  and 
(b)  by  allowing  employers  to  deduct  from  income  tax  a  portion  of  their  payments 
into  unemployment  reserves  or  toward  unemployment  insurance. 

4.  Every  system  of  unemployment  insurance  for  reserves  should  be  organized 
to  provide  incentives  to  the  stabilization  of  employment. 

Now  you  are  confronted  here  with  the  question  of  whether  there 
should  be  a  permanent  system  established  levying  burdens,  many 
of  which  are  indefinite  and  uncertain  in  their  nature  but  the  gigantic 
burden  of  which  is  obvious  on  the  face  of  your  proposal  as  the  burdens 
accumulate.  There  is  presented  the  further  suggestion  as  to  whether 
the  legislation  which  you  presently  consider  should  be  temporary  in 
the  matter  of  aids  or  whether  it  should  be  permanent  in  the  light  of 
what  you  would  consider  inadequate  information  in  the  possession 
of  Congress  at  the  present  time.  That  is  instanced  by  the  fact  that 
many  of  the  most  important  and  fundamental  requirements  of  fact 
with  which  we  presently  require  we  do  not  possess  adequate  infor- 
mation on.  Nobody  can  say,  or  at  least  we  cannot  say,  from  the 
information  in  our  possession,  what  the  extent  of  unemployment  is, 
what  it  is  in  various  industries  and  its  causes.  We  have  estimates, 
numerous  estimates  and  some  even  conflicting,  but  what  the  facts 
actually  are  we  do  not  know.  I  will  submit  for  the  moment,  because 
of  some  statements  made  before  the  committee,  that  with  the  rise 
and  technical  progress  of  manufacturing  industries  between  these 
years  1900  and  1929,  in  spite  of  the  fact  that  our  population  was 
steadily  increasing,  our  technical  progress  extraordinary,  our  capacity 
for  increased  production  multiplied,  the  manufacturing  industries  in 
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the  United  States  steadily  added  an  annual  average  of  100  000 
persons  every  vear  to  their  pay  rolls.  Between  1932  and  1934  they 
have,  in  the  face  of  all  of  the  difliciilties  with  which  they  have  been 
confronted,  added  over  a  million  men  to  the  pay  rolls  of  the  mdustries 
during  this  period  of  time  and  sustained  a  very  large  body  of  employees 
in  their  desire  to  assist  in  this  situation,  many  of  whom  were  not 
essential  to  the  maintenance  of  the  rate  of  production  which  the 
consuming  capacity  of  their  customers  presented. 

Now  it  has  been  said  that  we  can  readily  pass  on  the  form  ol  tax 
which  is  here  presented.  I  want  to  call  your  attention  to  the  fact 
that  if  you  pursue  a  pay-roll  tax  of  the  form  which  is  here  presented— 
and  I  address  myself  to  the  unemployment  insurance  aspect  of  the  tax 
because  the  principles  there  established  apply  m  part  to  the  con- 
tributory system  of  old-age  insurance,  which  would  be  an  additional 
tax  levied  on  the  same  pay  roll— I  want  to  call  your  attention  to  the 
fact  that  it  is  not  obvious,  in  fact  it  is  contradicted  that  the  form  of 
that  tax  would  be  readily  passed  on  as  a  part  of  the  cost  of  the  goods. 
On  the  contrary,  we  think  that  the  pay-roll  tax,  as  it  is  presented  to 
you,  will  operate  as  a  turn-over  tax,  and  that  it  will  operate  to  re- 
dupHcate  the  cost  of  the  article  to  the  consumer,  and  the  labor  cost 
of  the  article  as  produced  all  the  way  from  the  fu-st  operation  m  the 
raw  material  up  to  the  ultimate  article  sold  to  the  consumer,  according 
to  the  number  of  operations  that  may  be  involved,  between  the  use 
of  the  basic  material  itself  and  the  ultimate  form  which  it  takes  for 
consumption  in  the  market. 

Senator  King.  You  think  there  would  be  pyramidmg  then  ol  these 
various  taxes?  .  . 

Mr.  Emery.  There  will  be,  sir,  a  pyramiding  that  wiJl  operate  m 
many  ways.  I  want  to  call  your  attention  to  the  fact,  first  of  all,  that 
it  falls  in  equal  amounts  upon  those  employers  operating  at  a  profit 
and  those  operating  at  a  loss.  That  becomes  a  serious  factor  ma 
situation  like  the  present.  The  consolidated  corporate  returns  of  the 
United  States  will  show  that  smce  the  year  1930  corporation  business 
in  the  United  States  has  operated  without  profit,  and  the  net  deficit 
m  their  operation  in  1932-33  has  been  between  5  and  5}^  billion 
dollars  annually.  Yet,  in  spite  of  that,  the  proportion  of  the  national 
income  which  has  gone  to  compensate  labor  operations,  has  been 
maintained  at  about  two-thirds  of  the  whole,  during  that  entire  period. 

The  pay-roll  tax  is  cumulative  in  its  effect  on  the  cost  to  the  con- 
sumer from,  as  I  have  said,  the  raw  material  to  the  finished  product. 
It  cannot  be  theoretically  held  to  be  passed  on.  This  would  be 
especially  true  of  what  we  call  "price  goods"  and  what  we  would  call 
the  "durable "  or  heavy  goods.  That  is  especially  important,  because 
at  this  time  we  know  the  bulk  of  unemployment  hes  in  the  field  of  the 
durable  or  capital  goods  industries.  It  lies  there  most  heavily.  Those 
are  the  industries  most  difficult  to  revive,  because  the  financing  is 
carried  on  over  a  long  period  of  time.  Such  goods  are  not  paid  for  on 
delivery.  They  require  long-term  investment.  It  is  in  that  field  that 
the  greatest  amount  of  unemployment  exists  today.  The  same  is 
true  of  the  service  industries,  tributary  to  the  capital  goods  industries. 

The  higher  the  percentage  of  labor  cost  the  more  telling  is  the 
relation  to  the  pay  roll.  The  relation  of  the  pay-roll  tax  to  the  final 
cost  of  the  article  will  be  determined  in  the  mdividual  instance  by 
the  percentage  of  wages  and  salaries  to  the  total  cost  of  production. 
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Tliis  becomes  evident  when  you  notice  that  in  the  industries  them- 
selves the  labor  cost  of  an  article  itself  will  run  all  the  wa}^  from  a 
minimum  of  4  percent  to  the  maximum  of  70  or  80  percent.  So  the 
percentage  of  the  pay-roll  tax  in  relation  to  the  labor  cost  of  the  article 
will  rise  in  accordance  with  the  unit  of  the  labor  cost  which  is  involved 
in  the  industry  itself. 

Senator  Black.  ^Vhat  is  the  average? 

Mr.  Emery.  The  average  would  run  somewhere  around  35  percent, 
I  think. 

Senator  Black.  I  saw  some  figures  the  other  day  purporting  to  be 
released  by  the  Bureau,  to  the  effect  that  the  average  amount  that 
went  to  labor  from  the  increased  manufacturing  was  16.6  percent. 

Mr.  Emery.  That  is  the  labor  cost  of  the  article? 

Senator  Black.  Yes. 

Mr.  Emery.  I  doubt  that  very  greatly,  because  it  would  all  de- 
pend upon  the  character  of  the  industry.  It  is  peculiarly  true  that 
the  labor  costs  will  increase  very  greatly  in  so-called  "service  indus- 
tries" as  distinguished  from  producing  industries.  Take  the  railroads 
for  example.  That  is  a  service  industry  in  which  the  labor  costs 
represent  a  very  high  proportion  of  the  dollar  spent  for  transportation. 

Senator  Black.  That  was  information  given,  as  I  recall,  by  the 
Labor  Department. 

Mr.  Emery.  The  tax  is  inequitable  between  employers  because  it 
often  occurs  that  two  companies  with  the  same  pay  roll,  paying  the 
same  tax,  have  obviously  a  different  gross  annual  business,  according 
to  the  nature  of  the  product,  the  rapidity  of  the  turn-over,  and  the 
risk  in  the  particular  industry  involved  as  to  either  profit  or  loss. 
Of  course  our  industries  are  not  conducted  on  a  profit  system,  but  on 
a  profit-and-loss  system. 

The  pay-roll  tax,  in  its  effect,  is  a  production  tax,  a  distribution 
tax,  and  an  additional  processing  tax.  On  the  theory  that  it  is  to  be 
carried  forward  as  a  part  of  the  cost  of  operation,  it  is  a  turn-over 
sales  tax  with  all  of  its  disadvantages  and  none  of  its  benefits.  To 
the  extent  that  it  is  transferrable — and  this  in  many  instances  is 
impracticable — it  is  a  hidden  sales  tax  paid  by  each  purchaser  for  a 
given  product  or  service.  When  I  say  it  would  be  carried  forward 
in  many  industries,  it  must  be  obvious  in  what  are  called  price-goods 
industry,  for  instance  the  large  supply  of  goods  to  the  5-  and  10-cent 
stores,  or  the  department  stores,  stores  of  that  character,  where  the 
margin  of  profit  is  so  narrow  it  is  quite  impossible  to  add  a  new  cost 
to  it  in  the  terms  inferred  in  the  relationship  here  between  the  labor 
costs  of  the  article  and  the  pay-roll  tax  itself. 

Of  course  it  is  asserted  that  foreign  countries  operate  under  tliis 
tax.  It  wUl  have  to  be  realized  that  they  operate  on  a  lower  standard 
of  living.  It  is  a  fair  presumption  that  the  cost  of  such  taxes  is  a 
partial  reason  why  they  are  unable  to  maintain  the  standards  of 
living  which  we  possess. 

The  Congress  has  rejected  a  general  sales  tax  or  a  manufacturer's 
sales  tax  on  the  ground  that  it  would  be  passed  on  to  the  consumer. 
The  present  tax  is  being  urged  on  the  ground  that  it  will  so  operate 
and  its  cumulative  effect  is  apparently  ignored. 

It  is  said  that  the  method  of  taxation  proposed,  as  it  meets  with 
response  by  the  States,  will  secure  uniformity  in  costs  of  production. 
If  competitive  equality  will  be  produced  among  the  States,  we  obvi- 
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ously  face  competitive  inequality  with  foreio;n  competition.  It  is  a^ 
serious  question  as  to  whether  the  equalization  of  the  costs  of  opera- 
tion among  the  States  is  a  sound  poUcy,  because,  on  the  contrary, 
we  are  not  only  due  to  respect  the  differences  in  economic  conditions, 
the  advantages  in  lower  living  costs,  access  to  raw  materials  and  the 
various  natural  advantages  enjoyed  by  the  States,  but,  throughout 
the  life  of  the  N.  R.  A., /the  claim  for  labor  differentials,  based  upon 
a  recognition  of  these  inequalities,  has  been  a  continuing  issue  re- 
quiring recognition  and  adjustment.  This  tax  discourages  rather 
than  encourages  an  increase  of  employment,  for  every  additional 
employee  adds  to  the  tax.  As  it  became  more  onerous  it  would 
stimulate  mechanization,  for  it  is  men  that  are  paid,  not  machines. 
Just  as  the  increasing  cost  of  accident  compensation  calls  for  higher 
phvsical  standards  in  the  selection  of  employees,  so  the  penaUzing  of 
a  pav  roll  is  not  a  stimulating  method  of  encouraging  employment 
itself. 

I  want  to  say  just  one  more  word  on  the  nature  of  this  tax  itself 
from  a  legal  standpoint,  and  the  difficulty  that  is  presented  here  if 
you  pursue  a  pay-roll  tax  in  the  form  proposed  in  this  bill  which, 
upon  the  face  of  it,  has  as  its  purpose  not  merely  stimulation  of  leg- 
islation by  the  States,  but  the  very  purpose  of  the  legislation  upon 
its  face,  is  to  compel  the  legislative  action  of  the  States.  It  is  not  the 
purpose  of  this  legislation,  on  its  face  to  raise  revenue  for  the  Federal 
Government.  On  the  contrary,  the  success  of  this  bill  as  a  revenue 
raiser  would  be  the  defeat  of  its  purpose  as  social  legislation.  It  is 
intended  not  to  produce  revenue  but  to  produce  legislation.  Its 
objective  is  to  secure  that  legislation  and  for  that  purpose  it  levies  a 
tax,  requiring  Slate  legislation  as  a  condition  of  the  employer  receiv- 
ing the  credit  which  he  is  to  obtain  under  this  bill.  He  is  to  receive 
his  credit  only  on  condition  that  the  State  accepts  the  conditions 
which  are  laid  down  by  the  Federal  Government,  and  legislates  in 
accordance  with  such  standards  and  submits  to  the  Federal  Govern- 
ment the  control  of  all  the  funds  which  it  raises  and  places  them 
under  the  management,  direction,  and  investment  of  the  Secretary 
of  the  Treasury. 

The  real  question  that  arises  in  that  connection  is  the  very  serious 
one  as  to  whether  or  not  the  tax  so  levied  is  a  tax  at  all  because  we 
understand  that  a  tax  is  a  charge  or  a  pecuniary  burden  for  the  sup- 
port of  government.  It  is  the  compulsory  taking  of  private  property 
for  public  purposes  and  in  that  sense  it  is  the  taking  of  private  prop- 
erty for  the  purposes  of  securing  Federal  revenue.  On  the  face  of 
it— and  it  is  only  on  the  face  of  legislation  like  this  that  the  test  of  its 
validity  as  tax  legislation  can  be  determined — on  the  face  of  this  pro- 
posal it  is  not  intended  to  secure  revenue  for  the  Federal  Government. 
Nor  is  it  intended  to  secure  revenue  for  the  Federal  Government  for 
the  general  objectives  of  this  legislation  for  the  revenue  procured  by 
the  Federal  Government  is  not  earmarked  to  take  care  of  or  con- 
tribute to  unemployment  compensation  itself,  it  is  intended  to  go 
into  the  General  Treasury  of  the  United  States — so  much  of  it  as  is 
retained,  if  any  is  retained  at  all,  by  the  nonaction  of  the  States.  It 
is  intended,  under  those  circumstances,  to  be  used  for  general  and 
not  for  special  purposes. 

Senator  Couzens.  After  making  that  statement,  do  you  conclude 
that  that  provision  is  unconstitutional? 
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'  Mr.] Emery.! I  think  it  is  a  very  serious  question.  I  think  the 
f^  question  raises  most  serious  doubts  if  you  proceed  in  this  manner 
with  this  kind  of  a  tax. 

Senator  Black.  May  I  ask  you  one  question.  As  I  understand  it, 
your  idea  is  if  it  is  unconstitutional  it  is  because  the  Government  is 
t  raising  money  for  some  purpose  other  than  the  purpose  of  raising  money 
.  to  pay  for  the  expense  of  running  the  Government? 

Mr.  Emery.  No ;  it  is  because  the  purpose  is  not  to  procure  revenue 
.  to  run  the  Federal  Government  but  to  produce  legislation  on  the 
part  of  the  States. 

Senator  Black.  Yes. 

Mr.  Emery.  And  the  purpose  of  the  legislation  is  not  to  obtain 
revenue  which  is  to  be  used  for  Federal  purposes  but  to  obtain  legis- 
lation which  the  Federal  Government  believes  should  be  enacted 
.  and  it  will  obtain  it  in  accordance  with  standards  which  Congress 
lays  down,  by  virtue  of  wliich,  if  accepted,  the  tax  is  recovered  by  the 
citizens  of  the  States. 

Senator  Black.  In  other  words,  fundamentally  your  statement  is 
that  the  object  of  the  tax  is  to  raise  money  for  government  purposes? 

Mr.  Emery.  It  is  to  be  raised  for  Federal  purpose  in  this  instance, 
because  it  is  a  Federal  taxing  authority. 

Senator  Black.  Wliat  about  the  tariff  tax  that  is  raised  for  the 
purpose  of  the  so-called  "protection"  of  American  goods,  which  went 
:  so  liigli  at  one  time  that  they  had  to  redistribute  it  among  the  States ; 
was  that  unconstitutional? 

Mr.  Emery.  The  Supreme  Court  has  passed  on  that  entirely,  it 
uttered  the  last  word,  and  I  accept  it,  although  not  entirely  with  the 
V  description  supplied  by  the  Senator. 

Senator  Black.  Yes. 

Senator  Barkley.  One  of  the  things  that  offers  an  objection  to  the 
tax  and  that  raises  the  question  of  constitutionality  in  your  mind  is 
that  it  is  to  be  used  for  general  purposes  by  the  Government  although 
.  it  is  in  the  guise  of  a  tax  for  unemployment  insurance,  as  far  as  the 
money  that  is  retained  by  the  Government  is  concerned  because 
some  States  may  not  take  advantage  of  it,  may  not  pass  the  law  and 
comply  with  it? 

Mr.  Emery.  That  is  true,  Senator. 

Senator  Barkley.  I  do  not  know  whether  it  is  wise  or  proper  for 
the  Federal  Government  to  levy  a  tax  on  pay  rolls  or  anything  else  in 
the  States  for  the  purpose  of  unemployment  insurance  and  then  use 
that  money  for  general  purposes.  The  question  of  constitutionality 
.  does  not  seem  to  me  to  enter  into  it.  It  is  a  question  of  policy  and 
wisdon. 

Mr.  Emery.  I  thinlv,  Senator,  if  you  will  permit  me,  the  serious 
question  is  raised  on  the  face  of  the  tax  because  it  is  the  first  time  that 
I  can  remember,  and  I  think  there  is  no  other  instance  to  the  con- 
trary, where  the  Federal  Government,  on  the  face  of  its  own  tax 
measure,  has  provided  the  means  of  defeating  its  own  revenue.  That 
'  is  precisely  what  this  tax  does. 

Senator  Barkley.  If  all  the  States  came  along  and  complied  with 
this  statute  of  course  the  Federal  Government  would  be  deprived  of 
the  revenue  raised  by  this  tax. 

Mr.  Emery.  Except  that  part  of  it  which  it  retains  for  the  purpose 
of  administration  which  amoimts,  on  its  own  calculation,  to  10  percent 
.of  the  whole. 
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Senator  Barkley.  Insofar  as  any  number  of  States  refuse  to 
follow  suit  and  go  on  with  this  law  the  Federal  Government  will  gain  ? 

Mr.  Emery.  It  will. 

Senator  Barkley.  That  is  one  of  the  things  it  seems  to  me  that  it 
will  be  necessary  to  have,  in  order  to  offer  an  inducement,  or  to  have 
a  sort  of  a  penalty  to  compel  States  to  act.  It  is  unfortunate  that  we 
have  to  do  it  that  way,  it  seems  to  me. 

Mr.  Emery.  If  you  will  pardon  me,  Senator,  the  moment  that  you 
attach  the  view  which  you  have  so  well  expressed  of  a  "penalty"  to 
secure  legislation  by  the  States  you  are  immediately  confronted  by 
the  child  labor  tax  case,  Bailey  v.  Drexel  Furniture  Co.,  (259  U.  S.  39), 
and  Hill  v.  Wallace,  (259  U.  S.  44). 

Senator  Barkley.  I  do  not  think  the  question  raised  in  that  case 
is  analagous  at  all. 

Senator  Gerry.  Haven't  you  done  it  in  the  estate  tax? 

j\Ir.  Emery.  No  sir.  The  estate  tax  involved  no  suggestion  upon 
its  face  or  in  its  terms  of  any  efforts  to  compel  or  influence  the  enact- 
ment of  legislation  by  the  States.  On  the  contrary,  46  States  had 
already  enacted  legislation.  Furthermore,  the  revenue  derived  was 
for  no  other  purpose  than  the  support  of  the  Federal  Government. 
To  provide  an  analogy,  it  would  have  been  necessary  for  the  estate 
tax  to  have  made  the  credit  against  the  State  levy  available  only  on 
condition  that  such  estate  tax  was  conformable  to  standards  estab- 
lished by  the  Congress.  On  the  contrary,  each  State  was  left  without 
suggestion  as  to  the  form  of  its  own  tax. 

Senator  Gerry.  The  idea  was  to  make  the  States  raise  the  estate 
tax. 

Mr.  Emery.  There  is  no  suggestion  of  that  on  the  face  of  the  legis- 
lation. The  ulterior  purposes  of  Congress  are  never  open  for  exami- 
nation to  the  court,  except  the  purpose  of  Congress  is  expressed  on 
the  face  of  the  legislation.  In  the  child-labor-tax  case  you  had  al- 
ready had  the  previous  act  of  Congress  invalidated,  in  the  247  U.  S., 
as  a  direct  attempt  on  the  part  of  the  Federal  Government  to  regulate 
production  within  the  States  under  the  guise  of  regulating  commerce. 
In  the  child-labor-tax  case  you  had  a  tax  of  10  percent,  in  addition 
to  all  other  taxes,  levied  on  the  product  of  labor  under  the  same  terms 
and  conditions  as  the  previously  invalidated  act.  The  court  then 
took  the  position  that  on  the  face  of  this  legislation  the  regulation 
provided  was  not  incidental  to  the  collection  of  the  tax,  which  is  the 
true  test  of  whether  or  not  it  is  a  revenue  act  or  a  tax.  On  the  con- 
trary, it  was  obvious,  on  the  face  of  the  act,  that  it  was  intended,  by 
a  penalty,  to  compel  the  States  to  legislate  in  the  manner  desired  by 
the  Federal  Congress. 

Senator  Gerry.  I  think  you  will  find  in  the  debate  in  the  Senate 
that  that  matter  was  covered  in  the  discussion  of  the  estate  tax. 

Senator  Couzens.  May  I  ask,  Mr.  Emery,  whether  you  are  opposed 
to  this  bill?  Are  you  going  to  propose  anything  with  respect  to  relief 
of  unemployment? 

Mr.  Emery.  Yos,  sir. 

Senator  King.  1  hope  as  many  Senator  as  possible  will  remain, 
because  it  is  our  desire  to  have  Mr.  Emery  finish  and  to  have  the 
other  two  witnesses  before  we  adjourn. 

Senator  Barkley.  It  is  impossible  to  do  that.  The  other  two 
witnesses  will  take  20  minutes  apiece;  and  ^\ith  the  questions  that 
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are  liable  to  be  asked,  it  will  take  over  an  hour.  I  thought  it  was 
understood  that  we  would  finish  \vith  Mr.  Emery,  if  possible,  and 
then  come  back  with  the  others  tomorrow.  Most  of  us  have  got  to 
go  on  the  floor. 

Senator  King.  The  chairman  of  the  committee  wanted  the  com- 
mittee to  continue  and  hear  Mr.  Emery. 

Senator  Black.  I  want  to  ask  him  one  question. 

Senator  King.  Pardon  me.  The  other  two  witnesses  will  be  heard 
tomorrow. 

Mr.  Emery.  If  you  will  permit  me,  Mr.  Chairman,  the  testimony 
of  the  other  two  witnesses  is  much  more  important  than  my  own, 
because  it  goes  to  the  very  heart  of  the  bill  and  to  the  practicabilities 
of  the  measure  itself. 

Senator  King.  You  may  proceed. 

Senator  Black.  Mr.  Emery,  as  I  understand  it,  you  take  the 
position  that  the  way  we  propose  to  raise  money  is  unconstitutional 
and  therefore  we  should  not  do  it  that  way? 

Mr.  Emery.  I  say  it  raises  a  serious  doubt  as  to  whether  it  is 
constitutional. 

Senator  Black.  You  would  agree  with  me,  I  assume,  that  we  would 
have  a  perfect  right  to  raise  it  by  an  excess-profits  tax,  a  manufac- 
turers' tax,  a  tax  on  high  incomes,  high  inheritances — that  we  could 
follow  the  plan  we  had  adopted  heretofore  in  reference  to  State  high- 
ways, where  we  granted  the  States  a  subsidy ;  you  would  not  raise  the 
question  of  constitutionality  on  that  kind  of  a  tax,  would  you? 

Mr.  Emery.  No. 

Senator  Black.  You  think  that  kind  of  a  tax  would  be  constitu- 
tional, and  you  think  this  one  that  we  are  considering  now  is  not 
constitutional? 

Mr,  Emery.  I  would  not  question  the  constitutionality  of  an 
excess-profits  tax  and  estate  tax  or  income  tax,  as  long  as  you  would 
raise  revenue  by  it. 

Senator  King.  Unless  it  was  confiscatory. 

Senator  Hastings.  Mr.  Emery,  what  would  you  say  about  a  Fed- 
eral tax  levied  for  the  specific  purpose  of  taking  care  of  the  unemployed? 
Do  you  think  that  is  within  the  Constitution? 

Mr.  Emery.  You  mean  if  a  special  tax  were  raised  for  the  purpose 
of  meeting  the  emergency  conditions  with  which  we  are  confronted, 
in  further  aid  to  the  unemployed? 

Senator  Hastings.  Yes. 

Mr.  Emery.  I  think  somewhat  contemporaneously  the  exposition 
of  the  situation  in  the  form  of  State  aid  gives  very  considerable  sup- 
port to  such  a  proposal,  where  the  funds  are  raised  to  meet  the 
existent  emergency,  and  that  passes  away  when  it  passes  away. 

Senator  Hastings.  Do  you  not  think  the  way  we  have  escaped  that 
in  the  past  is  we  have  made  those  contributions  out  of  the  general 
fund.  Would  it  not  be  very  much  safer  to  provide  for  the  payment 
out  of  the  general  fund  and  then  levy  the  necessary  taxes  to  meet  the 
general  fund,  without  specifying  that  it  must  be  used  for  a  specific 
purpose,  like  taking  care  of  the  unemployed? 

Mr.  Emery.  Of  course  the  limit  of  a  Federal  tax  for  State  aid  raise 
questions  that  are  not — I  want  to  make  it  clear — capable  of  a  juridical 
remedy.     In  testing  the  validity  of  it,  and  you  may  be  able  to  levy 
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a  tax  which  in  some  respects  might  be  entirely  anticonstitutional, 
but  might  be  unconstitutional  with  reference  to  the  levy  of  this  tax. 

Senator  Hastings.  I  agree  with  you  entirely. 

Senator  King.  Proceed. 

Mr.  Emery.  The  only  thing  I  want  to  say  in  conclusion,  Mr. 
Chairman,  on  that  point  is  I  would  like  to  refer  to  one  additional  case, 
Florida  Y.  Mellon  (273  U.  S.  11),  and  simply  call  your  attention  to  the 
fact  that  in  that  case,  which  went  to  an  efl'ort  on  the  part  of  the  State 
of  Florida  to  prevent  the  collection  of  the  Federal  estate  tax,  the  sim- 
plest examination  of  that  case,  in  comparison  with  those  I  have  cited 
here,  would  show  there  is  no  analogy  between  the  two.  No  argument 
can  be  drawn  from  the  Florida  case  whatever  to  support  the  suggestion 
that  the  estate  tax  was  enacted,  or  that  it  was  administered  for  the 
purpose  of  compelling  any  action  on  the  part  of  the  States.  No 
analogy  can  be  found  between  these  two,  unless  the  condition  for 
the  receiving  of  credit  by  the  citizen  through  the  payment  of  the  estate 
tax  rested  upon  the  proposition  that  the  Federal  Government  had 
attached  conditions  to  it  which  compelled  the  States  to  enact  legis- 
lation in  order  to  receive  the  credit  for  the  citizen.  It  was  obvious 
on  the  face  of  this  tax  that  the  regulations  suggested  is  not  for  the 
purpose,  incidentally,  of  assisting  in  its  collection  or  administration 
and  enforecement,  but  that  the  tax  was  levied  with  no  intent  to  secure 
the  revenue  but  with  the  major  purpose  of  securing  action  by  the 
State. 

So  as  a  general  conclusion  we  point  out  that  on  the  face  of  tliis 
legislation,  the  success  of  it  as  it  is  written,  as  its  proponents  assert,  as 
its  terms  identify  it,  all  go  to  the  proposition  that  as  a  revenue  measure 
it  must  fail  in  order  to  be  successful  as  a  social  measure.  In  other 
words  it  will  fail  exactly  to  the  degree  contemplated  by  its  proponents 
if  it  raises  revenue  instead  of  procuring  regulation  by  the  States,  and 
thus  carries  on  its  own  face  the  means  of  defeating  its  own  revenue 
objective. 

Senator  Hastings.  Did  you  put  in  the  record  the  reference  on  that 
Florida  case?     You  may  hand  it  to  the  reporter. 

Mr.  Emery.  Now,  Mr.  Chairman,  I  would  like  to  present  two 
additional  witnesses  to  you  who  are  more  expert  in  the  presentation 
of  the  case  than  I  am. 

Senator  King.  The  chairman  is  very  anxious  that  we  conclude  this 
hearing  this  morning,  but  all  the  other  Senators  who  were  here  are 
departing  and  they  have  insisted  that  we  adjourn  at  this  time,  so  in 
obedience  to  their  wishes  I  shall  declare  the  meeting  to  stand  adjourned 
until  10  o'clock  tomorrow  morning. 

(Whereupon,  at  the  hour  of  12:10  p.  in.,  the  committee  adjourned 
until  10  a.  m.  of  the  following  day,  Friday,  February  15,  1935.) 
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FRIDAY,   FEBRUARY   15,    1935 

United  States  Senate, 
Committee  on  Finance, 

Washington,  D.  C. 
The  committee  met,  pursuant  to  adjournment,  at  10  a.  m.  in  the 
Finance    Committee    room,    Senate    Office    Building,    Senator    Pat 
Harrison  (chairman)  presiding. 

The  Chairman.  Mr.  John  C.  Gall,  representing  the  National 
Association  of  Manufacturers. 

STATEMENT  OF  JOHN  C.  GAIL,  ASSOCIATE  COUNSEL,  NATIONAL 
ASSOCIATION  OF  MANUFACTURERS 

Mr.  Gall.  I  appreciate  the  pressure  upon  your  time  and  we  will 
arrange,  Mr.  Sargent  and  I,  to  do  as  you  suggest;  in  fact,  I  will 
put  as  much  of  my  material  as  I  can  into  the  record  without  reading 
or  without  elaboration,  so  that  Mr.  Sargent  can  have  at  least  half  of 
the  time. 

Mr.  Chairman,  I  think  one  way  I  can  facilitate  my  presentation 
is  to  avoid  duplication  of  testimony  that  has  already  been  given  you 
by  other  witnesses.  I  would  like  to  invite  the  committee's  atten- 
tion to  the  hearings  held  last  year  on  the  Wagner-Lewis  bill  before 
the  House  Ways  and  Means  Committee  and  particularly  to  my  tes- 
timony beginning  at  page  313  and  ending  at  page  357  of  the  House 
record  of  hearings  on  that  bill. 

I  do  that  because  I  want  to  make  it  clear  that  I  am  not  duplicat- 
ing testimony  that  I  gave  over  there.  At  that  time  when  the  com- 
mittee had  substantially  the  principle  of  the  unemployment-compen- 
sation sections  of  this  bill  before  it,  I  discussed  the  legal  phases  of 
the  bill  and  the  nature  and  operation  of  a  pay-roll  tax  such  as  is 
proposed  here.  Today  I  want  to  confine  myself  to  the  subject  of 
unemployment  insurance  and  particularly  to  the  British  experience 
with  unemployment  insurance. 

As  a  background  for  that  discussion,  I  would  like  to  call  your  atten- 
tion to  some  official  statements  made  by  the  present  Secretary  of 
Labor  in  connection  with  the  Wagner-Lewis  bill  last  year.  This 
is  taken  from  the  hearings  before  the  House  Ways  and  Means  Com- 
mittee, March  21  to  30,  1934. 

The  Secretary  of  Labor  said  : 

At  the  present  time,  if  you  look  over  the  whole  history  of  the  English  unem- 
ployment insurance  fund,  you  will  find  that  they  added  the  w.ar  risk  to  it, 
and  they  added  tlie  demobilization  of  industry  after  the  war  without  contri- 
bution to  it,  and  then  they  added  shipping  and  coal,  which  are  the  two  terribly 
depressed  industries,  where  they  would  have  had  to  bear  the  burden  and  cost 
of  maintaining  their  population  by  relief  anyhow.  If  they  had  not  added 
those  two  industries  the  fund  would  have  been  solvent  today. 
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That  of  course,  gentlemen,  constitutes  an  admission  on  the  part 
of  tlie  Secretary  of  Labor  that  the  British  system  of  unemployment 
insurance  was  insolvent  at  that  time. 

A  little  further  in  the  record  of  the  same  hearings,  in  respo^nse 
to  a  question  from  Congressman  Cochran  of  Pennsylvania,  the  Sec- 
retary of  Labor  said : 

The  German  fund  became  insolvent  about  5  years  ago  due  to  a  very  pro- 
longed period,  as  vou  know,  of  unemployment  and  no  employment,  and  therefore 
constant  depletion  of  the  fund.     They  translated  it  at  once  into  a  relief  fund. 

So  that  the  Secretary  testified  at  that  time  that  both  the  English 
and  the  German  systems  had  become  insolvent.  Later,  however, 
at  the  annual  meeting  of  the  American  Federation  of  Labor,  October 
5, 1934,  the  Secretary  of  Labor  said  this : 

The  significant  fact  now  stands  out  thiit  in  no  country  which  lias  experi- 
mented with  unemiiloyment  insurance  has  tlie  system  broken  down,  even  in 
the  present  world  depression,  and  in  no  country  has  the  public  treasury  been 
called  upon  for  amounts  to  relieve  distress  approximating  our  expenditures 
for  relief. 

Those  two  statements  by  the  Secretary  of  Labor  about  the  oper- 
atons  and  the  condition  of  the  English  system  in  particular  are 
diametrically  opposed ;  they  cannot  be  reconciled,  and  because  the 
record  so  far  contains  nothing  but  generalization  and  opinions  about 
the  operation  of  the  foreign  systems,  I  have  undertaken  to  bring  to 
you  today  a  statement  of  facts  as  to  the  operation  of  the  English 
system. 

I  think  I  can  best  conserve  your  time  if  I  will  read  a  portion  of 
the  statement  I  have  prepared  covering  the  English  system.  I 
would  not  read  it,  but  I  would  insert  it  in  the  record  in  its  entirety 
were  it  not  for  the  fact  that  I  am  quite  sure  that  some  members  of 
the  committee  would  like  to  ask  questions  about  some  phases  of  it, 
which  I  could  not  possibly  elaborate  on  in  a  brief  statement. 

However,  due  to  the  pressure  of  time,  I  shall  not  read  the  state- 
ment but  request  that  it  go  into  my  testimony  at  this  point  as  though 
read,  as  follows : 

It  is  constantly  urged  that  the  United  States  should  adopt  a  system  of  com- 
pulsory unemployment  "  insurance "'  because,  it  is  alleged,  we  are  the  only 
civilized  Nation  that  docs  not  have  such  a  system.  We  are  further  told  that 
European  systems  have  worked  successfully ;  tlie  Secretary  of  Labor  a  short 
time  since  told  the  American  Federation  of  Labor  (an  organization  which, 
incidentally,  has  until  very  recently  opposed  compulsory  unemployment  insur- 
ance) that  in  no  country  which  has  adopted  such  a  system  had  it  broken  down. 

Obviously,  adoption  of  such  systems  in  other  countries  has  little  persuasive 
value  for  us,  except  to  the  extent  that  political,  economical,  and  social  condi- 
tions are  similar,  and  then  only  if  it  can  be  shown  that  they  have  worked 
satisfactorily.     What  are  the  facts? 

It  is  true  that  the  principal  countries  of  Europe  have  systems  of  unem- 
ployment insurance.  In  the  case  of  France,  the  system  is  not  a  compulsory 
one'  but  a  voluntary  one,  under  which  the  government  merely  makes  allot- 
ments to  trade  unions  and  nuitual-aid  assiM;iati<>ns  to  supplement  funds  con- 
tributed by  their  meml>ers.  The  government's  proportion  grew  to  50  percent  of 
the  total  iiy  1931,  and  since  that  time  has  risen  to  as  high  as  90  percent  in 
some  clas.ses.  In  otlior  words,  the  French  system  is  merely  a  provision  of 
relief  administered  tiirough  private  organizations. 

The  systems  of  Belgium.  Denm.irk,  the  Netherlands,  Norway,  Sweden,  Spain, 
I'olaiid,  and  Switzerland  are  also  voluntary. 

Russia  instituted  a  compulsory  system  in  1929.  but  has  since  abandoned  it. 
Contributions  were  by  the  government  only,  which  means  that  the  system 
backed  every  characteristic  of  unemployment  insurance  and  was  nothing  more 
than  a  scheme  of  monetary  relief  provided  entirely  by  government. 


ECONOMIC    SECUEITY    ACT  931 

Italy  lias  a  system ;  but  she  also  has  a  dictator  and  a  completely  controlled 
industry.  The  same  is  true  of  Germany.  The  Italian  system  was  initiated  in 
1919  by  decree,  the  German  not  until  1927. 

It  is  obvious  that  Russia,  Germany,  and  Italy,  operating  under  dictator- 
ships, and  with  complete  state  control  of  industry  and  labor,  offer  no  precedent 
either  for  or  against  institution  of  compulsory  unemployment  insurance  in 
the  United  States.  Let  us  turn,  then,  to  the  one  major  European  country 
which  has  adopted  a  compulsory  system,  and  whose  political  institutions  and 
national  characteristics  are  such  as  to  afford  a  body  of  experience  worthy  of 
careful  study. 

The  basic  unemployment  insurance  act  of  Great  Britain  was  adopted  in 
1911.  It  was  the  first  compulsory  scheme  adopted  by  any  European  country. 
Prior  to  its  inauguration,  there  had  been  an  exhaustive  in^esti,^ation  by  a 
royal  commission  on  the  pooi'  hiws,  from  1905  to  1909.  Contrary  to  popular 
belief,  the  royal  eoumiission  recommended  not  a  system  of  compulsory  insur- 
ance, but  a  voluntary  system  similar  to  the  French  and  Belgium. 

However,  when  the  national  healtli  insurance  bill  was  put  forward  by 
Mv.  Llo.vd  George  in  1911,  it  contained  title  II,  providing  a  tentative  and  very 
limited  compulsory  unemployment  insurance  scheme  for  workers  in  six  indus- 
dustries.  Thus,  as  one  authority  tells  us,  compulsory  unemployment  insur- 
ance "  crept  on  to  the  statute  book  under  the  shelter  of  its  more  conspicuous 
twin."     (Ronald  C.  Davison,  in  The  Unemployed.) 

The  industries  originally  covered  were :  Building  construction,  shipbuilding, 
■engineering,  construction  of  vehicles,  ironfounding,  and  sawmilling. 

The  number  of  workers  covered  was  2Vt  millions. 

Mr.  Ronald  C.  Davison,  an  authority  on  the  British  system,  and  himself  an 
advocate  of  compulsory  insurance,  says  of  the  original  scheme,  to  which  there 
was  wide-spread  opposition  from  both  labor  and  employers : 

"  Seldom  has  the  scientific  social  reformer  had  a  larger  hand  in  legislative 
schemes.  *  *  *  Tiie  most  important  of  all  these  secondary  provisions  was 
that  which  offered  subsidies  to  unemployment  funds  set  up  by  voluntary  associa- 
tions, i.  e.,  by  trade  unions,  in  any  industry.  This  provision  was  clearly  a  sop 
to  those  who,  like  the  poor-law  commissioners  and  the  trade  unions  themselves. 
advocated  the  continental  system  of  grants  in  aid  of  voluntary  insurance,  but 
it  was  never  a  success,  and  it  was  jettisoned  in  1918.  Similarly,  there  were 
clauses  *  *  *  holding  out  the  prospect  of  rebates  to  those  employers  who 
gave  regular  employment  and  to  those  work  people  who  received  it.     *     *     * 

"  All  these  devices  have  gone  by  the  board  now.  *  *  *  Speaking  generally, 
the  preventive  elements  in  the  scheme  were  in  effective  or  unworkable." 

The  new  act  became  operative  in  July  1912,  but  no  benefits  were  to  be  paid  for 
the  first  6  months. 

In  the  meantime  trade  conditions  took  a  sudden  upturn  and  1913  was  a  boom 
year.  The  percentage  of  unemployment  was  the  lowest  in  many  years,  and  1914 
was  an  even  better  year.  As  a  consequence,  there  were  almost  no  claims  made 
on  the  insurance  fund  during  those  2  years.  Such  as  were  made  were  largely 
by  building-trades  workei*s,  and  these  were  due  to  seasonal  factors. 

It  is  important  to  note  that  the  industries  covered  by  the  act  were  fairly 
well  unionized  industries,  and  therefore  had  a  large  percentage  of  skilled 
workers.  Later  studies  showed  that  if  the  scheme  had  from  the  outset  covered 
industries  having  a  low  percentage  of  skilled  labor  the  drain  on  the  fund 
would  have  been  much  greater,  for  there  is  a  much  higher  normal  unem- 
ployment among  unskilled  than  among  skilled  workers.  The  scheme,  there- 
fore, from  the  outset  covered  those  most  able  to  help  themselves. 

Great  Britain  entered  the  war  in  1914.  Within  2  months,  unemployment 
ceased  to  exist,  and  we  are  told  that  "  involuntary  idleness  among  wage 
earners  was  practically  banished  from  the  land  for  the  duration  of  the 
war."  Consequently,  the  insurance  fund  continued  to  grow  by  steady  accre- 
tions, while  few  calls  were  made  upon  it. 

In  1916,  while  the  nation  was  at  war,  it  became  obvious  that  when  peace 
came  provision  would  have  to  be  made  for  taking  care,  at  least  temporarily, 
of  those  called  into  civilian  positions  during  the  war,  as  well  as  for  the 
military  and  naval  forces  when  demobilized.  Accordingly,  in  1916  the  in- 
surance scheme  was  extended  to  cover  all  workers  engaged  on  "  munitions  ", 
which  was  held  to  mean  practically  all  war  materials  and  supplies.  This 
practically  doubled  the  number  of  people  contributing  to  the  fund,  bringing 
it  to  about  4  million  at  the  close  of  the  war.     The  extension  in  1916  was  a 
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net  gain  to  the  insurance  fund,  since  it  doubled  the  number  of  contributors, 
but  occasioned  no  claims  for  benefit.  Indeed,  immediately  after  the  war  few 
of  these  civilian  war  worl^ers  made  claims  on  the  insurance  fund,  because 
the  Government  provided  generously  for  them,  through  grants  known  as  "  out- 
of-work  donations  ",  having  no  relation  to  the  insurance  scheme.  This  was 
in  effect  a  "bonus"  and  was  given  not  only  to  all  ex-service  men,  but  to  every 
person  of  the  working-class  population  over  15  years  of  age.  Payments  were 
made  weekly  to  unemployed  persons  for  a  period  of  from  26  to  89  weeks. 
The  princi|ial  test  of  eligibility  was  possession  of  a  health  insurance  card. 

During  the  time  the  out-of-work  donations  scheme  was  in  effect,  eveii  workers 
wlio  were  under  the  insurance  scheme  did  not  make  claims  for  unemployment- 
insurance  benefits  for  the  very  simple  reason  that  they  were  entitled  to  only 
15  shillings  a  week  (.$3.75  at  present  exchange)  while  they  receive  29  shillings 
under  the  other  scheme. 

Briefly  stated,  therefore,  the  unemployed-insurance  scheme  which  had  been 
started  in  1912  came  down  to  the  beginning  of  1921  without  ever  having  had 
any  real  demand  upon.  There  had  been  no  real  unemployment  from  1912  until 
the  end  of  the  war,  and  when  the  war  did  end  the  unemployed  were  taken 
care  of  by  Treasury  appropriations  amounting  to  $300,000,000  in  18  months, 
during  wliich  time  the  insurance  fund  was  practically  untouched.  At  the  end 
of  1920,  the  fund  amounted  to  £22,000,000  (about  $110,000,000).  And  then  came 
one  of  the  many  incidents  which  demonstrate  what  may  happen  to  a  worker's 
contributions  after  he  had  made  them.  "  This  saving "  says  Davison,  "  was 
ultimately  transferred  to  the  credit  of  the  extended  scheme  in  1921,  and  the 
particular  group  of  insured  persons  to  whom  it  strictly  belonged  were  compelled 
to  share  it  with  the  rest  of  the  11,000,000  workers  brought  into  the  new  insur- 
ance scheme  by  the  act  of  1920." 

The  new  British  act  became  effective  November  28,  1920.  It  extended  the 
1911  and  1916  schemes  to  cover  nearly  all  manual  workers,  and  all  nonmanual 
workers  earning  £250  or  less  per  year.  The  act  excluded  approximately  4,000,000 
agricultural  laborers,  domestic  servants,  government  and  railroad  employees. 

Within  8  months  the  surplus  of  £22.000,000  had  b?en  dissipated.  From  that 
time  forward  the  system  oi)erated  with  a  continually  enlarging  deficit  until 
it  reached  the  maximum  borrowing  limit  of  £115,000.000.  It  was  never  sol- 
vent, in  any  proper  sense  of  the  term,  after  it  became  a  general  scheme  cover- 
ing practically  all  workers  as  proposed  in  the  report  of  the  President's  Economic 
Security  Committee  for  adojition  in  this  country. 

Of  course,  various  explanations  have  been  given,  but  they  do  not  alter  the 
fact  that  the  insurance  system  as  such  contributed  practically  nothing  to  the 
"economic  security"  of  British  workers  during  th?ir  long  depression  begin- 
ning in  1921  and  which  is  not  yet  over. 

In  1921  an  amendment  to  the  Insurance  Act  was  adopted  which  had  the( 
eiTect  of  substantially  emasculating  it.  This  amendment  provided  for  pay- 
ment from  the  insurance  fund  of  so-called  "  transitional  benefits ",  chiefly  to 
persons  who  had  exhausted  their  right  and  regular  benefit  and  persons  who 
had  never  been  abl;^  to  qualify  because  they  had  not  made  the  required  number 
of  contributions. 

Since  the  original  act  was  passed  24  years  ago  it  has  been  altered  24  times, 
an  average  of  once  each  year.  The  most  far-reaching  changes  have  occurred 
immediately  after  changes  of  governments,  as  in  1924,  1927,  and  1931.  Bene- 
fits liave  been  raised,  then  lowered:  contribution  rates  changed;  the  Govern- 
ment's proportion  changed ;  transitional  benefits  given  as  a  matter  of  legal 
right;  suiiplementary  benefits  provided  for  dependents;  stabilization  provisions 
stricken  out;  and  provisions  requiring  apiilicants  to  prove  that  they  were 
genuinely  seeking  work  but  unable  to  obtain  suitable  employment  eliminated. 

The  system,  thus  abused,  and  made  the  football  of  party  politics,  finally 
cami?  to  the  end  of  1931  with  a  debt  of  £115,000,000.  It  became  obvious  to 
everyone,  even  before  1931,  that  the  national  finances  were  in  a  perilous  con- 
dition and  that  the  expenditures  by  way  of  relief  to  the  unemployed  were  a 
largo  factor  in  that  situation.  Accordingly,  late  in  19.30  the  Rovii'  Connnission 
on  I'noinployinent  Insurance  was  appointdl.  The  terms  of  appointment  recog- 
nized that  the  system  was  at  the  time  insolvent  because  the  commission  was 
dir-'ftod  to  make  recommendations  with  regard  to  the  .scheme  "  and  the  means 
by  which  it  may  be  made  solvent  and  self-supporting." 

It  might  bo  thought  that  wirh  20  years"  experience  back  of  them,  the  British 
could  e.isily  have  perfected  their  insurance  scheme  without  delay.  This,  how- 
ever, wiis  iiot  the  CMS".     The  comniissinn  sat  for  2  years,  making  its  final  re- 
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port  in  Novenlber  '1932.  In  the  meantime  strenuous  efforts  had  been  made  to 
balance  the  British  budget,  and  the  heroic  measures  taken  included  changes 
in  the  insurance  scheme  which  increased  the  rates  of  contribution  and  de- 
creased the  rates  of  benefit. 

The  commission  recommended  drastic  revision  of  the  basic  laws,  and  in 
particular  recommended  restoratiim  of  the  safe-guards  which  had  been  in  the 
original  act  of  1911,  but  had  been  abandoned  in  later  years.  Parliament  fol- 
lowed substantially  all  the  recommendations  of  the  commission  and  on  June 
28,  1934,  an  entirely  new  act  received  the  royal  assent. 

One  point  worthy  of  notice  is  that  beginning  in  1921  Parliament  acted  from 
time  to  time  to  relax  various  requirements  of  the  law  in  the  belief  that 
prosperity  was  "  just  around  the  corner  "  and  that  the  relaxations  would  be 
only  temporary.  The  "  transitional  benefit  "  scheme  of  1921  was  admittedly 
inaugurated  on  the  theory  that  those  workers  who  received  the  benefits  were 
merely  receiving  a  temporary  advance  from  the  insurance  fund  which  would 
be  repaid  as  soon  as  employment  was  restored.  Unfortunately,  this,  like  many 
other  Parliamentary  beliefs,  was  wholly. illusory. 

The  importance  of  this  point  lies  in  the  fact  that  we  have  no  assurance  as 
to  when  our  own  depression  will  end.  It  is  clear  that  if  the  British  had  the 
thing  to  do  over,  and  could  know  that  their  depression  was  really  only  be- 
ginning instead  of  being  nearly  over  as  they  thought,  they  would  not  extend 
their  limited  system  as  they  did  by  the  1920  act,  but  would  await  the  return 
of  business  recovery.  Yet  we  in  the  United  States  are  being  urged  to  Institute 
a  general  system  in  the  midst  of  an  unprecedented  depression,  when  no  one  can 
predict  with  any  degree  of  certainty  when  normal  employment  levels  will  again 
be  reached. 

A  year  ago  Secretary  "Perkins  urged  approval  of  the  Wagner-Lewis  bill,  say- 
ing that  it  would  not  retard  recovery  because  the  tax  liability  would  not  begin 
to  accrue  until  January  1935.  Well,  that  date  is  here,  but  real  industrial 
recovery  is  not. 

"William  Green,  president  of  the  American  Federation  of  Labor,  stated  before 
your  committee  on  January  28: 

"  Since  no  benefits  are  to  be  paid  under  the  unemployment-insurance  system 
until  1938,  by  which  time  recovery  is  taken  for  granted,  it  would  seem  that 
we  cannot  offer  to  our  wage  earners  less,  in  these  times  of  recovery,  than 
England  has  been  able  to  maintain  during  depression." 

The  British  took  recovery  for  granted  many  years  before  it  came.  Shall  Ave 
repeat  their  mistake?  The  danger  is  that  we  shall  enact  a  system  of  unem- 
ployment benefits,  and  then,  under  the  mistaken  guidance  of  public  ofiicials 
who  think  recovery  is  just  ahead,  will  relax  the  safeguards  and  repeat  the 
experience  which  led  to  the  break-down  of  the  British  system. 

The  National  Industrial  Conference  Board  has  recently  summarized  what  it 
conceives  to  be  the  chief  lessons  from  British  experience : 

1.  Unemployment  insurance  is  not  a  remedy  for  depressional  unemployment. 

2.  Seasonal  and  casual  unemployment  tends  to  become  permanent  as  a 
result  of  statutory  unemployment  relief. 

3.  Chronic  unemployment,  due  to  permanent  loss  of  trade,  must  be  dealt  with 
by  other  measures  than  unemployment  insurance. 

4.  Without  an  eflScient  and  honest  administrative  force,  unemployment  in- 
surance has  no  chance  of  success. 

5.  Any  scheme  of  unemployment  insurance  must  be  accompanied  by  a  plan 
of  unemployment  relief  for  the  workers  who  lose  their  right  to  insurance 
benefits  or  who  cannot  qualify  for  the  receipt  of  benefit  and  for  workers  in 
uninsured  occupations. 

6.  If  unemployment  insurance  is  not  supplemented  by  a  scheme  of  reMef, 
the  temptation  to  extend  statutory  benefits  to  persons  who  are  not  qualified 
under  the  law  is  irresistible,  making  it  impossible  to  avoid  political  raids  on 
the  unemployment  fund  until  the  state  of  national  finances  becomes  so  critical 
as  to  threaten  the  solvency  of  the  Nation. 

7.  If  unemployment  insurance  is  uniformly  applied  to  all  types  of  unem- 
ployment, it  impairs  the  elasticity  of  the  economic  system. 

8.  If  unemployment  insurance  is  not  based  on  an  accurate  knowledge  of  the 
facts  of  unemployment,  it  will  be  abused  both  by  workers  and  by  employers. 

In  the  United  States  reliable  information  concerning  the  extent  and  nature 
of  unemployment  is  almost  totally  lacking.  Before  any  compulsory  scheme  <^f 
imemployment  relief  is  adopted  it  is  necessary,  therefore,  to  establish,  under 
Government    auspices,    a    fact-finding    body,    composed    of    representatives    of 
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labor  iiKlustrv,  State  and  local  governiuents.  and  the  general  public.  The 
ta«k  of  this  bodv  would  be  to  make  a  thorough  survey  of  the  lacts  of  uueni- 
plovment  its  nature  and  extent ;  to  hold  hearings  and  accept  testimony  from 
interested  groups  and  persons  throughout  the  United  States;  to  give  wide 
publicity  to  its  findings;  and  to  make  recommendations  for  action  by  industry 
and  by  "the  legislatures.  The  results  of  such  a  survey  would  be  of  inestimable 
value 'in  acquainting  public  opinion  and  the  public  representatives  with  the 
problems  that  arise  in  connection  with  an  attempt  to  provide  security  against 

unemployment.  ,    ,  ,        x  j,        -^i. 

As  a  result  of  my  observations  in  England,  I  can  agree  wholeheartedly  with 
the'^o  conclusions.  There  is  one  additional  factor  which,  however,  ought  to 
receive  serious  consideration,  namely,  whether  in  the  event  a  system  is  estab- 
lished  it  should  rest  upon  contributions  by  employers  only ;  by  employers,  em- 
ployees, and  the  Government ;  or  employers  and  employees  jointly.  The  British 
system  is  founded  on  equal  contributions  by  all  three  parties.  The  British  argu- 
ment is  that  if  there  is  a  three-way  plan  of  contribution  and  on  an  equal  basis^ 
each  of  the  three  parties  is  practically  estopped  to  agitate  for  increases  in  rates 
of  benefit  which  mav  have  the  effect  of  breaking  down  the  fund.  The  unions 
cannot  agitate  for  these  increases  because  to  do  so  is  to  advocate  additional  taxa- 
tion of  the  emplovees.  Majority  political  parties  being  charged  with  the  respon- 
sibilitv  of  balancing  budgets  and  maintaining  the  solvency  of  the  insurance  fund 
are  much  less  likely  to  make  inroads  upon  the  fund  when  they  also  have  the 
responsibility  of  levying  taxes  to  meet  possible  deficits. 

While  the  bill  before  you  apparently  permits  the  several  States  to  establish, 
any  type  of  plan  they  desire,  with  respect  to  contributions,  the  fact  is  that  the 
3-percent  Federal  pay-roll  tax  effectively  removes  any  incentive  on  the  part  of 
the  State  to  require  employee  contributions.  None  of  the  plans  now  pending  in 
the  State  legislatures  contemplates  a  total  levy  of  over  3  percent.  Since  under 
this  bill  the  employer  is  already  taxed  3  percent,  his  payment  under  a  State  law 
cannnot  reduce  his  total  burden  and  there  is  thus  no  incentive  to  a  State  ta 
require  the  employee  to  contribute  unless  the  State  law  is  to  make  a  total  levy 
in  excess  of  3  percent.  _ 

The  three-way  contribution  plan  which  underlies  the  British  system  has  re- 
cently been  defended  by  Dr.  Isador  Lubin  and  Dr.  A.  C.  C.  Hill  in  a  volume  "  The 
British  Attack  on  Unemployment  "  published  by  the  Brookings  Institute.  Dr. 
Lubin  is  now  United  States  Commissioner  of  Labor  Statistics ;  but  the  volume  in 
question,  although  not  published  until  after  he  became  identified  with  the 
Department  of  Labor,  was  written  before  his  appointment. 

"  The  three-party  system  "  provides  a  rich  and  effective  source  of  revenue  for 
funds  with  which  to  relieve  unemployment.     *     *     * 

The  three-party  system  further  provides  excellent  checks  and  balances.  The 
wage  ( arner  realizes  that  if  benefits  are  to  be  extended  or  conditions  relaxed,  he, 
as  well  as  his  employer,  must  deduct  the  additional  contributions  from  current 
income.  The  employer,  in  demanding  lower  benefits,  must  face  organized  labor 
and  Parliament.  Finally,  Parliament  cannot  vote  higher  benefits  as  a  conces- 
sion to  labor  votes  unles.s  at  the  same  time  it  increases  the  burden  on  industry 
and  on  the  wage  earner  himself. 

Turning  again  to  the  British  system :  Next  to  the  three-way  contribution  prin- 
ciple in  importance  should  be  placed  the  absolute  necessity  for  honest  and  eflS- 
cient  administration,  as  far  as  possible  removed  from  partisan  politics.  The 
high  character  of  the  British  civil  service  is  known  to  all.  There  is  practically 
no  change  of  i>ersonnel  from  year  to  year  or  from  one  government  to  another. 
The  government  may  change  but  so  long  as  Parliament  does  not  change  the  rules 
under  which  the  system  is  administered,  those  charged  with  actual  administra- 
tion have  little  or  no  concern  with  the  change  of  government. 

Tiie  latter  factor,  of  course,  raises  one  of  the  important  points  facing  the 
people  of  the  United  States ;  that  is,  whether  in  the  event  some  system  of 
s(t-calU*d  "unemployment  insurance"  is  ad(ii)ted,  it  should  l)e  on  a  Federal  or  a 
State  basis.  England  is  so  small  and  her  iwpulatlon  .so  homogeneous  that 
she  has  been  able  to  overcome  many  of  the  administrative  difficulties.  On  the 
other  hand,  every  student  of  the  British  system  with  whom  I  talked  expressed 
grave  doubts  as  to  whether  the  administrative  problem  in  a  country  as  big  as 
the  United  States  would  not  overwhelm  vis. 

These  brief  observations  are,  I  believe,  adequate  to  demonstrate  the  neces- 
sity for  making  haste  slowly.  This  is  particularly  true  in  a  country  like  ours 
where  unemployment  on  a  wide  scale  has  been  the  exception  and  not  the  rule 
throughout  our  history;  where  natural  resources  abound;   where  new  Indus- 
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tries  employing  hundreds  of  thousands  of  people  have  developed  and  will  con- 
tinue to  develop  from  year  to  year;  where  the  population  cannot,  by  any  stretch 
of  the  imagination,  be  called  homogeneous ;  and  where  many  of  our  most 
serious  social,  political,  and  economic  problems  arise  out  of  failure  to  balance 
the  interests  of  industry  and  agriculture.  It  must  be  borne  in  mind  that  the 
agricultural  population  of  Great  Britain  constitutes  only  about  8  percent  of 
the  total.  In  his  country  our  agricultural  population  is  nearly  one-third  of  our 
total.  What  will  the  effect  be  on  them  if  they  are  left  out  of  any  system  which 
may  be  adopted  and  yet  are  called  upon  to  contribute  to  its  support,  both 
directly  through  taxation  and  indirectly  through  increased  costs  of  the  goods 
and  services  they  must  buy? 

Must  we  institute  a  system,  change  it  25  times  in  the  next  25  years,  and  at 
the  end  of  that  time  find  it  necessary  to  constitute  a  commission  to  salvage 
the  essentials  of  the  system  and  restore  the  fund  to  solvency?  Or  shall  we 
determine  in  advance  what  plan,  if  any,  is  best  suited  to  our  own  people  and 
our  own  standards? 

I  think  you  will  find  that  my  statement  just  inserted  covers  the 
essentials  of  the  operations  of  the  British  system.  In  brief  it  con- 
stitutes a  story  of  how  a  limited  system  covering  six  industries  was 
instituted  in  1911,  how  it  has  gone  along  for  approximately  25  years. 
In  the  course  of  the  25  j'^ears'  experience,  the  British  have  amended 
their  act  24  times  since  it  was  enacted.  Some  of  those  have  been 
major  changes  and  some  not.  There  has  been  ups  and  downs. 
There  have  been  all  sorts  of  changes  depending  largely  on  which 
government  was  in  power  in  England.  The  most  radical  changes 
in  the  system  made  immediately  following  changes  in  the  party  in 
power  in  England.  That  is  represented  particularly  in  the  1920 
amendment,  the  1924,  the  1927,  and  finally  the  new  act  of  1934. 

I  have  here  a  thesis  on  the  new  unemployment  act  of  1934  by 
Ronald  C.  Davison,  and  he  says : 

Many  readers  of  this  book  will  be  able  to  recall  previous  similar  swings  in 
the  benefit  pendulum.  Sometimes  the  scale  was  put  up  and  sometimes  down. 
The  process  is  almost  periodic,  though  it  has  nearly  always  been  in  response 
to  some  new  urge  from  public  opinion.  This  time  the  pendulum  is  making  a 
marked  upward  swing,  and  it  is  the  writer's  opinion  that  neither  contributory 
insurance  nor  any  other  scheme  can  be  expected  to  give  very  much  better  cover 
than  that  outlined  above — not,  at  any  rate,  until  we  succeed  in  establishing  a 
higher  wage  level  than  obtains  today.  It  is  not  that  the  new  rates  look  opulent 
in  themselves.  Indeed,  they  will  often  be  too  little  for  family  support.  Cer- 
tainly no  married  couple  can  indulge  in  riotous  luxury  on  26  shillings  a  week. 
But  don't  forget  that  where  children's  allowances  at  2  shillings  each  are  added 
to  the  parents'  benefit  the  total  amount  drawn  as  a  right  by  fathers  of  families 
\vill  now  rise  much  above  the  earning  of  agricultural  laborers  in  full  work 
and  sometimes  above  those  of  low-paid  industrial  workers,  too. 

I  point  that  out  to  you  because  as  low  as  benefits  are  under  the 
English  system,  you  do  have  a  disparity  between  the  benefits  paid 
and  the  actual  wages  of  the  agricultural  labor,  for  instance,  and  some 
of  the  low-paid  wages  in  industry.  In  this  country  if  that  condition 
arises  it  is  going  to  be  much  more  serious  than  England.  England 
is,  of  course,  highly  industrialized.  Only  8  percent  of  her  population 
are  dependent  on  agriculture.  We  have,  I  suppose,  30,000,000  de- 
pendent directly  or  indirectly  on  agriculture,  and  if  we  install  a 
system  which  produces  a  disparity,  a  further  disparity  between  in- 
dustry and  agriculture,  as  has  happened  in  England,  and  apply  it  to 
a  country  such  as  ours,  it  is  going  to  be  a  very  serious,  not  only 
political  but  economic,  situation  that  will  result. 

I  want  to  emphasize,  gentlemen,  that  the  English  system  which 
has  been  in  existence  for  approximately  25  years  and  which  was 
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instituted  as  an  experiment,  is  still  an  experiment  in  England  It 
is  not  a  proven  success.  Nobi)dy  can  say  today  whether  the  thmg 
has  worked  satisfactorily  or  has  not.  -^  ...  ,  •     i   ,1    • 

At  any  rate,  we  do  know  that  in  1934  the  British  revised  then- 
entire  system  of  unemployment  insurance.  I  happened  to  have  been 
nresent  at  the  opening  of  Parliament  in  November  ]ust  passed  and 
to  have  heard  Mr.  Ramsay  McDonald,  the  Prime  Minister,  make  the 
following  statement,  which  emphasizes  the  statement  which  1  have 
just  mad^,  that  it  is  still  an  experiment  in  England,  and  it  has  been 
a  very  costly  experiment. 

Mr.  MacDonald  said: 

The  -reat  weakness  of  all  unemployment  schemes  up  to  now  has  been  that 
nonrof  them  differentiated  enough  in  the  character  of  the  unemployed  We 
X  about  nemplovnient.  I  hope  that  I  shall  not  be  misundei-stood  when  1 
iv  ft  there  is  no"  <uch  thing;  by  that  I  mean  there  is  no  uniform  problem, 
tSh  eveiT  unemplovo  nan  and  woman  representing  precisely  the  same  prob- 
en^o  tli^sS  Uneniployment  is  not  a  featureless  thing  Unemployment 
S   I  wholl  is  a  mass  of  a  thousand  and  one  problems,  sometimes  applying  to 

^"tr^^lS?  ?;;y^{^e^;^™nr!;rSff:iSntiating  between  unemployed 
.nd  mlmployecl  Tlie  Government  are  taking  specially  defined  and  examined 
and  unempiojeci     ^''«  ^  ^     -j^^^  j^^^  laboratory,  works  out 

Ids  results  and  fheh   Reactions,  so  we  are  beginning  with  those  areas  for  the 
un  oS  of  d  Lvei-ing  cures,  methods  of  handling    ways  of  spending  public 
and  private  money,  ami  all  the  approaches  of  unemployment. 

There  is  more  along  the  same  lines,  but  that  is  sufficient  to  demon- 
strate that  after  25  years  of  experience  the  British  are  still  on  the 
threshold  of  an  approach  to  the  unemployment  insurance  problem 
and  recognize,  as  the  Prime  Minister  said  there,  that  it  is  still  m  the 

^^SenTtor  Gotfe?.*  Are  you  opposed  to  our  making  an  approach  until 
the  En-lish  system  is  perfected?     Is  that  what  I  understand  your 

''Mn'GAir.*No,  sir;  even  if  the  English  system  were  perfect,  I  do 
not  think  it  would  necessarily  mean  that  we  should  adopt  the  English 
system  or  a  system  for  a  country  as  large  as  ours  where  the  admmis- 
rath-e  difficulties  are  as  great  as  they  are.  What  I  am  attempting 
to  do  if  I  may  put  it  this  way.  Senator,  is  not  to  fly  a  red  signal  01  a 
green  signal,  but  rather  to  try  to  put  into  the  record  here  some  facts 
Js  to  Brftish  experience  which  may  serve  as  a  caution  as  to  the  type  ot 
system  which  the  Congress  of  the  United  States  endorses  if  it  endorses 
any  as  the  result  of  these  hearings.   .  ,  ^  ^    _  _     „  ^      t     or.f  +^ 

just  one  thing,  then,  I  wish  to  yield  to  Mr.  Sargent.  I  want  to 
point  out  that  the  P^ritish  did  not  deliberately  embark  on  unemploy- 
ment insurance  because  they  thought  that  was  the  best  way  to  handle 
the  unemployment  problem.  Unemployment  insurance  represents 
lust  one  of  the  19  different  post-war  methods  of  dealing  with  uwm- 
nloyment  in  England.  I  would  like  to  insert  in  the  record  that  list 
of  19  methods  which  have  been  used  and  most  of  which  are  to  some 
extent  still  being  used  in  conjunction  with  the  unemployment  insur- 

(The  information  referred  to  is  as  follows:) 


Private  charity. 

Poor-law  relief  (indoor  and  outdoor). 

Relief  works  witii  and  without  Exchequer 

Emigration. 

Trade  union  Insurance. 


trant? 
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Systematic  short  time. 

National  unemployment  insurance. 

Institutional  training  both  of  disabled  and  of  fit  men. 

Training  with  employers. 

Juvenile  unemployment  centers. 

Women's  training. 

Laud  settlement. 

Afforestation. 

Road  construction. 

Land  drainage. 

Trade  facilities  act. 

Export  credits  act. 

State  subsidy  to  an  industry  or  part  of  an  industry. 

Of  these  remedies,  at  least  the  first  7  had  all  been  tried  before  the  war ;  and 
the  first  3,  i.  e.,  charity,  poor-law  relief,  and  relief  works,  had  all  been  condemned 
either  as  inadequate  or  actually  harmful.  But  they  show  no  sign  of  disap- 
pearing from  the  list  and  are,  indeed,  freely  resorted  to  in  each  recurring  crisis 
(Introduction,  The  Unemployed,  by  Ronald  C.  Davison). 

They  have  tried  relief  work,  they  have  found  that  it  was  very 
costly,  and  they  have  practically  abandoned  the  whole  system  of 
relief  work  because  it  ran  sometimes  five  times  the  cost  that  they 
could  have  contracted  the  work  out  for,  and  that  is  the  official  find- 
ings in  England,  and  not  just  the  matter  of  opinion. 

I  want  to  say  also  that  the  whole  idea  of  moving  stranded  popu- 
lations such  as  those  in  the  coal-mining  areas  in  England  to  other 
sections  of  the  country  has  been  a  total  failure  for  several  reasons. 
In  the  first  place  it  involved  retraining  of  these  men,  and  the  op- 
position of  the  labor  unions  throughout  England  to  bringing  re- 
trained men  to  their  territory  from  other  territories  has  been  such 
that  the  Government  has  made  practically  no  headway.  Further- 
more, the  Government  has  tried  to  assist  migration  and  immigration 
of  these  people  to  the  Dominions.  The  resistance  on  the  part  of 
the  Dominions  has  been  terrific.  They  have  said,  "  We  have  our 
own  problem,  we  cannot  handle  yours,  and  you  will  have  to  take 
care  of  it." 

So,  one  scheme  after  another  has  been  tried  in  England,  and  as 
I  say  they  still  have  in  effect  a  considerable  number  of  supplemen- 
tary schemes  of  which  the  unemployment  insurance  is  only  a  part, 
and  I  might  say  a  minor  part,  insofar  as  the  actual  relief  to  the  un- 
employment situation  is  concerned. 

I  have  a  great  deal  of  material  on  this  subject,  but  I  am  going  to 
suspend  except  for  such  questions  as  you  may  wish  to  ask  me,  so 
that  Mr.  Sargent  can  take  the  time  because  he  is  from  out  of 
the  city. 

The  Chairman.  Put  your  matter  in  the  record  there. 

Senator  Barkley.  What  is  your  authority  for  the  statement  that 
they  have  made  no  progress  in  Great  Britain  in  the  matter  of  re- 
distribution of  labor? 

Mr.  Gall.  In  the  matter  of  redistribution  of  labor?  Mr.  Mac- 
Donald,  the  Prime  Minister,  made  a  statement  which  I  read  while 
you  were  out  of  the  room,  on  the  floor  of  Parliament  in  November 
of  this  year,  in  \yhich  he  outlined  what  the  Government  was  go- 
ing to  try  to  do  with  these  populations  in  the  depressed  areas.  This 
past  year  the  Government  of  England  has  had  a  Royal  commission 
studying  the  problem  of  unemployment  in  the  deeply  distressed  areas 
or  the  depressed  areas  as  they  call  it,  and  they  have  concluded  that 
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SO  far  practically  nothing  has  been  done,  and  they  are  in  the  ex- 
perimental stage  of  trying  to  work  out  additional  devices  for  moving 
that  population  from  those  areas. 

The  Chairman.  Thank  you  very  very  much.     Now,  Mr.  Sargent. 

STATEMENT  OF  NOEL  SAEGENT,  REPRESENTING  THE  NATIONAL 
ASSOCIATION  OF  MANUFACTURERS 

Mr.  Sargent.  I  have  proi)are(l  for  the  use  of  the  committee  sets 
of  five  charts  and  one  table  which,  if  you  will  kindly  have  the  clerk 
distribute  to  the  members,  I  think  will  be  helpful. 

The  Chairman.  I  wish  the  clerk  would  give  those  to  those  who 
are  present. 

Mr.  Sargent.  These  are  prepared  especially  for  use  of  the  com- 
mittee. 

Mr.  Chairman,  I  maj^  say  that  we  have  had  a  committee  studying 
this  problem  for  some  time  immediately  this  bill  became  public,  and 
our  association  realizes,  of  course,  that  actual  distress  and  indigency 
must  be  relieved. 

To  the  extent  that  the  pending  bill,  S.  1130,  seeks  to  accomplish 
this  objective  we  are  in  accord.  But  our  universal  deep  desire  to 
relieve  immediate  distress  and  indigency  should  not  over-influence 
our  judgment  in  discussing  the  present  bill,  which  does  not  purport 
to  be  an  emergency  measure. 

It  is  equally  important  that  we  do  not  accept  proposals  or  methods 
as  actually  capable  of  accomplishing  their  objectives  merely  because 
advocates  declare  they  will  do  so. 

We  must  beware  that  we  do  not  thus  accept  proposals  which  may 
possibly  aggravate  instead  of  relieve  the  evils  the}^  are  designed  to 
eradicate;  that  we  do  not  create  other  serious  problems  as  grave, 
if  not  even  more  so,  than  those  we  seek  to  correct. 

We  may,  in  this  connection,  profit  by  foreign  experience,  and  be 
able  to  avoid  their  mistakes.  We  must,  for  example,  use  every  effort 
to  see  that  while  actually  providing  sound  security  for  aged  indi- 
gents, we  do  not  repeat  the  experiences  of  foreign  old-age  pension 
laws,  where  the  possession  of  a  legal  right  to  pension  funds  has 
resulted  in  a  universal  tendency  for  a  steadily  increasing  number 
and  proportion  of  old  persons  to  turn  to  the  government  pensions 
for  support. 

Legislation  which  from  its  ver}?^  nature  tends  to  increase  depend- 
ency and  indigency  decreases  individual  energy  and  efficiency  of 
individuals  in  attempting  to  take  care  of  themselves.  It  would 
thereby  decrease  the  sum  total  of  national  productive  effort  in  the 
country,  and  in  the  long  run  thereby  decrease  the  aggregate  income 
available  for  distribution  among  the  body  of  citizens;  and  hence 
inevitably  lower  the  standard  of  living.  Foreign  experience  and 
knowledge  of  economic  matters  should  be  sufficient  to  cause  us  to 
examine  most  seriously  and  carefully  any  type  of  legislation  which 
carried  with  it  any  threat  of  decreasing  productive  activity  with 
consequent  impairment  of  our  standard  of  living. 

We  must,  likewise,  use  every  possible  care  to  see  that  in  attempts 
to  provide  unemployment  compensation  we  avoid,  if  possible,  re- 
peating the  experience  of  foreign  countries  with  unemployment 
insurance.  In  those  countries  the  laws  have  actually  tended  to 
increase  unemployment,  by  freezing  or  stabilizing  such  economic 
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maladjustments  as  uneconomic  wages  rates,  and  maldistribution  of 
both  industries  and  workers. 

I  wish  to  reiterate  the  assertion  made  by  the  preceding  speaker 
that  the  unemployment  excise  tax  here  proposed  is  a  tax  on  em- 
ployment^— that  every  increase  in  wages,  every  job  given  an  addi- 
tional person,  is  penalized  by  being  taxed.  We  must  carefully  con- 
sider whether  such  a  tax  on  employment  will  decrease  employment 
opportunities  by  penalizing  those  who  provide  employment. 

Senators  will  recall  that  Mr.  A.  H.  Hansen,  chairman  of  the  un- 
emploj'ment  insurance  subcommittee  of  the  Economic  Security  Com- 
mittee's technical  board,  stated  (hearings,  p.  452)  that  "the  first 
immediate  effect  "  of  a  pay-roll  tax  would  be  to  decrease  employ- 
ment. 

I  respectfully  suggest  that  you  consider  requesting  submission  to 
this  committee  of  any  technical  report  which  may  have  been  pre- 
pared, estimating  the  effect  of  a  pay-roll  tax  upon  the  volume  of 
employment  which  might  be  directly  due  to  the  tax  itself. 

We  especially  direct  your  attention  to  the  folloAving  points,  which 
will  be  amplified  in  the  following  remarks : 

(1)  The  bill  rejects  the  belief  by  President  Roosevelt  that  the 
contributory  pension  sj'stem  proposed  should  be  actuarially  sound; 

(2)  The  bill  rejects  the  belief  by  President  Roosevelt  that  the 
unemployment-compensation  system  should  provide  for  specific  con- 
tributions by  employees  as  well  as  employers; 

(3)  The  Economic  Security  Committee  rejected  on  at  least  12 
points,  many  of  them  important,  the  suggestions  of  its  advisory 
council ; 

(4)  The  Economic  Security  Committee  rejected  the  advice  and 
judgment  of  its  own  actuaries ; 

(5)  The  bill  should  be  carefully  considered  in  the  light  of  many 
fundamental  changes  it  proposes  in  the  relationship  of  citizens  to 
the  Federal  Government; 

(6)  The  bill  raises  questions  of  the  utmost  gi-avity  as  to  both 
the  raising  and  safeguarding  of  terrifically  huge  sums  of  money ;  and 

(7)  The  bill  in  its  present  form  is  unacceptable  because  of  nu- 
merous specific  defects. 

RECIPIENTS  OF  FEDERAL  FUNDS 

In  considering  such  a  vast  program  as  that  which  confronts  us 
in  Senate  bill  1130,  we  must  be  sure  that  the  fundamental  principles 
and  policies  proposed  are  desirable — that  the  economic,  social,  and 
political  trends  involved  are  nationally  desirable. 

Your  attention  is  directed  to  chart  A  which  reveals  that  today 
there  are  7,920,000  recipients  of  Federal  funds : 

Regular  employees 950,  000 

War-Navy 400,  000 

Post  Office 250,  000 

Other 300,  000 

Veterans'    Administration 1,  000,  000 

On  "straight"  relief 3,500,000 

On  "  work  "  relief  and  Public  Woi-ks  Administration 1,  500,  000 

Civilian  Conservation  Corps —      300,  000 

Home  Owners'  Loan  Corporation 670,  000 

7,  920,  000 
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Senator  Connatj.y.  How  do  you  figure  the  H.  O.  L.  C? 

Mr.  Sargent.  They  have  been  and  are  receiving  funds  from  the 
Federal  Government' for  the  repayment  of  mortgages. 

Senator  Connally.  A  man  might  have  a  good  job  and  be  doing 
that;  lots  of  them  have. 

Mr.  Sargent.  So  have  the  regular  employees.  I  did  not  say  all 
of  these  were  relief  cases. 

Senator  Barkley.  Nobody  is  receiving  any  benefits.  They  are 
receiving  funds  for  the  refinancing  of  mortgages,  but  they  are  not 
receiving  it  unless  they  are  in  a  position  to  repay  it. 

Mr.  Sargent.  The  same  is  true  of  the  regular  employees  of  the 
Government.    They  are  not  receiving  relief,  either. 

The  Chairman.  It  strikes  me  that  your  other  charts  tell  the  story 
more  than  that. 

Mr.  Sargent.  I  am  simply  pointing  out  in  this  one  that  under 
this  law  as  proposed  we  might  eventually  have  a  situation  where 
there  Avould  be  more  recipients  of  public  or  Federal  funds  or  pros- 
pective recipients  of  Federal  funds  than  there  were  actual  voters  for 
President  in  the  last  Presidential  election. 

It  is  now  proposed  that  we  add  9,380,000  additional  recipients  of 

Federal  funds. 

Social  security  bill 5,830,000 

Uneniplovmeiit   compensation  (total  coverage,  26,000,000)  _     2,  OSO.  (X)0 

OM-a lie  security    (total  coverage,  7,500,000) 3,750,000 

Soldiers'  bonus 3,  5o0,  000 

rj.,,|-.^l 9,  380,  000 

There  would  also  be  an  additional  23,920,000  who  would  look  to  the 
Government  for  future  aid  under  the  social  security  bill— who  would 
be  interested  in  having  benefits  made  continuously  greater  because 
they  might  receive  them  in  the  future. 

This  is  a  total  of  41,220,000  persons  who,  either  under  existing  or 
proposed  laws,  would  look  to  the  Federal  Government  for  some 
measure  of  support — a  number  greater  than  all  those  who  voted  for 
President  in  1932.  (While  there  are  unquestionably  some  duplica- 
tions in  the  above  tabulations  they  are  offset  by  the  noninclusion  of 
recipients  of  benefit  payments  from  the  A.  A.  A.) 

This  trend  toward  increasing  the  number  of  direct  beneficiaries  of 
Federal  funds  is  one  to  which  every  legislator  and  taxpayer  must 
give  most  serious  concern,  both  with  reference  to  the  proposed  bill 
and  other  legislative  proposals. 

WHOSE   children   SHALL   PAY 

The  Economic  Security  Committee  presents  as  follows  a  most 
serious  dilemma  involved  in  this  proposed  legislation : 

(1)  We  deem  it  advisable  tbat  tbe  Federal  Government  should  not  pay  its 
.share  of  tlie  cost  of  ohl-nge  annuities  currently  *  *  *.  To  pay  this  cost  now 
would  unfairlv  burden  the  younger  part  of  the  present  generation,  which  would 
not  only  par  i<>r  the  cost  of  its  own  annuities,  but  would  also  pay  a  large  part 
of  the  annuities  of  the  people  now  middle-aged  or  over.      (Rept.,  p.  27). 

(2)  Tliere  may  be  valid  objection  to  this  plan,  in  that  it  involves  too  great 
a  cost  u!>o!i  future  generations.     (Rept.,  p.  27.) 
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The  Members  of  Cono:ress  must  decide  whether  they  will  enact  a 
system  which  will,  in  effect,  require  this  generation  to  pay  its  own 
j^remiums  and  a  large  proportion  of  those  of  an  older  generation ;  or 
whether  it  will  require  the  next  generation  to  pay  its  premiums  and 
a  large  part  of  ours. 

The  problem  is  not  only  economical — it  is  both  social  and  po- 
litical— we  have  a  right  to  voluntarily  assume  the  burdens  of  an 
older  generation — have  we  a  moral  right  to  now  impose  upon  the 
next  generation,  possibly  against  what  may  be  its  will,  the  burdens  of 
our  generation? 

It  is  high  time  that  some  very  serious  thinking  be  done  about 
this  and  related  basic  considerations  involved  in  the  pending  bill. 

EELATION    TO    OUR    ECONOMIC    SYSTEM 

Would  this  bill,  if  enacted,  effect  vital  changes  in  our  economic 
system?  We  are  not  now  considering  the  questions  as  to  whether 
such  changes  are  desirable — but  we  must  carefully  consider  whether 
this  bill  might,  if  enacted,  have  unexpected  effects.  In  addition  to 
subsequently  discussed  important  results  of  the  fiscal  situation  which 
Avould  develop,  I  direct  your  attention  to  the  fact  that  the  proposed 
tax  on  industry  is  itself  a  very  serious  matter. 

Senator  Conxally.  Won't  the  tax  be  passed  on? 

Mr.  Sargent.  The  question  whether  it  will  be  passed  on,  which 
was  raised  in  these  hearings  particularly  by  Senator  Black,  is  a  very 
complicated  matter.  It  is  obvious  that  if  industry  could  pass  on 
additional  costs  when  they  arose,  that  no  manufacturer  would  ever 
lose  any  money  when  those  costs  arose.  But  it  is  well  known  that 
industry  has  lost  6  billions  in  the  last  3  years.  It  is  obvious  that 
the  ability  of  industry  to  pass  costs  on  is  affected  by  the  competition 
from  foreign  countries  which  would  not  have  the  additional  costs, 
questions  whether  they  are  regulated  by  public-utility  commissions, 
or  the  question  whether  they  are  the  marginal  producers  or  the  best 
producers,  the  most  efficient  or  the  least  efficient.  The  number  of 
factors  of  that  kind  enter  into  the  question. 

Senator  Connallt.  You  cannot  always  pass  on  all  of  those  things, 
but  when  you  can,  you  do,  don't  you  ? 

Mr.  Sargent.  I  would  say  that  the  emplo3-ers  certainly  either 
would  try  to  pass  that  cost  on  or  try  to  reduce  present  costs' to  com- 
pensate for  the  increased  costs. 

Senator  Connally.  It  is  perfectly  natural. 

Mr.  Sargent.  Yes;  but  in  many  cases  it  would  not  be  possible  to 
do  it;  it  would  be  impossible. 

Under  the  proposal  of  Secretary  Morgenthau  after  a  few  years 
the  net  tax  on  employers'  pay  rolls  would  be  51/2  percent.  Wliat 
would  this  mean?  In  manufacturing,  according^to  Dr.  Willford 
LI.  King,  now  president  of  the  American  Statistical  Association, 
the  results  during  a  5-year  predepression  period  would  have  been 
(National  income  and  its  purchasing  power,  pp.  122,  191)  : 
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Year 


1922 
1923 
1924 
1925 
1926 


Net  dividends 
on  common 

stocks,  exclud- 
ing intercor- 
porate pay- 
ments 


$936, 000, 000 
1,371,000,000 
1, 344, 000, 000 
1,  518, 000, 000 
1,  670, 000, 000 


Wages,  sala- 
ries, pensions, 
compensation 


$12, 010, 000, 000 

14,  385, 000,  000 
13, 947, 000, 000 
14,283,000,000 

15,  010, 000,  000 


63^-pereent 
pay-roll  tax 


$660,  550, 000 
791,175,000 
767, 085, 000 
785,  565,  000 
825,  550, 000 


Percent 
of  tax  to 
dividends 


71 
58 
67 
52 
49 


When  it  is  said  that  we  will  tax  wages,  one  item  of  production 
costs,  51/)  percent  to  many  people  that  doesn't  sound  extremely  big. 
But  when  we  know  that  the  tax  would  equal  57  percent  (average  for 
5  years  above)  of  all  net  dividend  payments  on  common  stocks,  it 
seems  much  more  serious. 

During  the  10-year  period  1923-32  the  entire  net  earnings  of  all 
corporations  in  the  United  States  amounted  to  less  than  43  billion 
dollars,  or  an  average  annual  amount  of  somewhat  over  4  billion 
dollars.  Under  the  present  proposal  the  annual  tax  to  be  collected 
from  employers  and  employees  w^ould  equal  two-thirds  of  this  amount 
and  an  even  higher  percentage  if  the  plan  proposed  by  Secretary 
Morgenthau  should  be  adopted.  Such  a  comparison  gives  us  some- 
thing rather  serious  to  think  about.  Yet,  despite  these  high  figures, 
many  people  have  been  urging  that  the  proposed  benefits  be  greatly 
increased. 

According  to  reliable  statements  in  217  prominent  industrial  cx)r- 
porations  of  the  United  States,  there  are  over  9  million  stockholders, 
while  it  is  estimated  that  in  about  1,000  additional  companies  there 
are  6  million  stockholders.  Even  allowing  for  duplication,  it  is  evi- 
dent that  the  number  of  industrial  stockholders,  who  may  be  affected 
by  such  legislation,  is  greater  than  the  number  of  industrial  wage 
earners. 

Some  concerns  will  be  able  to  pass  all  or  part  of  the  cost  to  con- 
sumers, manv  other  concerns  will  not.  The  consumers  will  bear  the 
larger  part  of  the  cost ;  stockholders  will  pay  the  rest. 

And  if  dividend  payments  become  so  low  that  capital  is  not  at- 
tracted to  an  industry,  or  is  driven  away  from  it,  the  employees  wiU 
be  the  chief  sufferers."^  We  do  not  urge  that  the  welfare  of  employees 
be  sacrified  in  favor  of  stockholders,  but  we  do  say  that  employees 
as  a  whole  will  suffer  even  more  than  stockholders  as  a  whole  if  the 
profit  incentive  is  eliminated  or  threatened  with  elimination. 

COST  OF  ADMINISTRATION 

We  wish  to  call  the  attention  of  the  committee  to  the  question  of 
the  cost  of  administering  the  agencies  that  would  be  set  up  under 
this  bill.  The  single  problem  of  keeping  the  individual  ledger  ac- 
counts required  under  the  unemployment  and  the  old-age  provisions 
of  the  bill  will  be  very  great.  In  the  absence  of  any  information  in 
the  report  of  the  Committee  on  Economic  Security  or  in  the  testi- 
mony of  those  who  have  appeared  in  behalf  of  the  bill,  we  venture 
the  guess  that  no  less  than  142,000,000  ledger  accounts  will  be  re- 
quired for  the  unemployment  and  contributory-pension  section  alone. 
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This  estimate  is  based  upon  the  assumption  that  roughly  26,000,000 
persons  will  be  covered  under  unemployment  insurance,  and  32,000,- 

000  under  the  provision  for  contributory  pensions.  For  each  of  the 
26,000,000  persons  covered  by  unemployment  insurance,  three  sep- 
arate accounts  must  be  kept,  1  by  the  employer,  1  by  the  State,  and  1 
by  the  Federal  Government,  or  a  total  of  78,000,000  accounts.  For 
each  of  the  32,000,000  persons  covered  by  compulsory  old-age  pen- 
sions 2  accounts  would  seem  to  be  necessary,  1  by  the  employer  and 

1  by  the  Federal  Government,  or  a  total  of  64,000,000  accounts. 
Together,  these  two  benefits  will  apparently  require  no  less  than 
142,000,000  separate  accounts. 

We  would  not  venture  a  guess  with  respect  to  the  number  of  em- 
ployees that  would  be  required  to  keep  142,000,000  accounts.  It 
goes  without  saying  that  the  number  would  be  very  great.  The  fig- 
ures I  have  given  are  conservative.  They  make  no  allowance  for 
the  army  of  employees  required  for  the  administration  of  nonbook- 
keeping  provisions  of  the  bill.  Before  taking  final  action  on  this 
bill,  we  urge  your  committee  to  call  upon  Government  and  private 
experts  to  work  out  a  proposed  plan  of  administration,  including 
estimates  of  the  cost  to  the  employer,  the  States,  and  the  Federal 
Government. 

Indicative  of  the  costs  which  may  be  involved,  I  direct  your  atten- 
tion to  the  statement  that  in  foreign  unemployment-insurance  systems 
the  administrative  costs : 

insofar  as  made  public,  range  from  nearly  10  to  24  percent  of  benefits  paid  out 
{Index,  New  York  Trust  Co.,  February  1935,  p.  38). 

FINANCIAL   ASPECTS    OF   BILL 

The  financial  aspects  of  S.  1130  and  its  companion  House  bills  may 
be  considered  from  five  highly  important  angles : 

1.  The  proposed  direct  payment  from  the  General  Treasury. 

2.  The  proposed  direct  taxes  upon  employees  and  employers. 

3.  The  additional  direct  expenditures  which  would  be  required 
by  the  Federal  Government. 

4.  The  direct  expenditure  which  would  be  required,  or  at  least 
expected,  of  the  several  States. 

5.  The  investment  of  the  accumulated  funds. 

PROPOSE©    DIRECT    FI3DEKAI.    PAYMENTS 

The  yearly  direct  payments  from  the  Federal  Treasury  specified 
in  S.  1130  are  as  follows : 


Item 

Fiscal  year 

beginning 

June  30,  1935 

Each  fiscal 

year 
thereafter 

Old -age  assistance 

$50, 000, 000 
25, 000,  000 
5, 000,  000 
4,  000,  000 
3, 000, 000 
1, 500, 000 
10,000,000 

$125,000,000 

Dependent  children _     .  

25, 000, 000 

Social  Insurance  Board .,    . 

50  000,000 

Maternal  aid 

4,  000,  000 

Crippled  children 

3,  000, 000 

1,  500, 000 

10,  000, 000 

Child  welfare 

Public  health 

Total  .  

98,  500,  000 

218,  500, 000 
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PROPOSRl)   DIRECT  TAXES  ON   EMPLOYEilS  AND  EMPLO\'EES 

S.  1130  proposes  an  earniiifjs  tax  upon  employees  as  follows: 

Percent  of  uagea 

1937-41 ^ 

1942-40 _^ 

1947-51 r—  1^ 

1952-56__ 2 

1957  and  after '^Va 

It  imposes  an  employment  excise  tax  on  emploj^ers  of  the  same  pay 
roll  ])ercenta«j:e  (in  each  case  the  tax  is,  in  effect,  only  on  wa<>:es  and 
salaries  under  $250  monthly).  These  amounts  are  the  contributions 
of  employers  and  employees  to  the  contributory  old-age  pension 
system. 

There  is  also  imposed  on  employers  an  additional  employment  ex- 
cise tax  of  3  percent  (during;  1936,  1937,  and  1938  it  may  be  1,  2,  or 
3  percent),  representing  the  only  source  of  payment  into  the  unem- 
ployment compensation  fund.  We  see  in  chart  B  the  sums  which 
would  be  necessary  to  distribute  as  unemployment  benefits  under  the 
standards  suffgested  by  the  Economic  Security  Committee. 

The  Chairman.  I  do  not  understand  that  chart  yery  well. 

Mr.  Sargent.  If  vou  ha  ye  10  million  unemployed,  receiving  $15 
a  week  for  16  weeks,'  that  would  amount  to  $2,400,000,000. 

Senator  Connally.  You  are  putting  that  at  the  maximum. 

Mr.  Sargent.  That  is  the  standard. 

Senator  Connally.  That  is  assuming  they  will  all  be  unemployed 
for  the  maximum  period  of  the  bill.  That  would  be  the  absolute 
peak  limit. 

Mr.  Sargent.  That  supposes  the  ayerage  which  would  presumably 
be  reached  under  the  condition  of  unemployment  which  the  com- 
mittee itself  knows  would  probably  exist.  Under  the  plan  that  Sec- 
retary Morgenthau  advocated,  if  that  were  adopted,  then  the  total 
annual  cost  would  be  $3,200,000,000. 

The  Chairman.  That  would  be  reached  when? 

Mr.  Sargent.  In  1949  instead  of  1957,  which  is  the  basis  in  the 
present  bill,  which  would  be  an  8  percent  burden  on  all  pay  rolls, 
equal  to  the  entire  reyenue  of  the  Government  in  the  prosperous 
years  of  1923  to  1930. 

Assuming  a  1  percent  employment  excise  tax  in  1936,  2  percent  in 
1937,  and  3  percent  in  1938  and  thereafter,  in  manufacturing  in- 
dustries alone,  the  combined  taxes  would  gradually  increase  (based 
on  averages  of  1929  and  1932  pay  rolls)  to  a  grand  total  of 
$792,000,000  in  1957,  of  which  about  $233,000,000  would  be  paid  by 
employees.  The  stages  by  which  this  total  would  be  reached  are 
set  forth  in  chart  C. 

But  this  bill  does  not  affect  only  manufacturing.  On  the  basis 
of  all  industries,  including  agriculture,  the  tax  by  1957,  would  reach, 
on  the  basis  of  the  average  of  1929  and  1932  pay  rolls : 

Unemployment  excise  tax $1, 150.  000.  000 

Employment  excise  tax 850,000,000 

Earnings  tax 850,  000,  000 

Total 2,  850,  000,  000 
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Secretary  Morgenthau  has  recently  proposed  that  the  earnings  and 
excise  taxes  paid  with  the  old-age-pension  fund  be  sharply  increased, 
employees  and  employers  each  paying,  as  I  understand  the  proposal : 

Percent  pay- 
roll tax 

1937-39 1 

l94CMt2 11^ 

1943-45 2 

1946^8 21/2 

1949  and  after 3 

This  would  mean  that  in  1949  and  after  (on  the  basis  previously 
assumed)  the  tax  in  manufacturing  alone  would  be : 

Employers : 

3  percent  on  total  pay  roll $330,  000,  000 

3  percent  on  pay  roll  under  $250 279,000,000 

(Combined  equal  5.5  percent  of  total  pay  roll.) 
Employees— 3  percent  on  pay  roll  under  $250 279,000,000 

Total 888,  000,  000 

On  all  industrial  pay  rolls,  including  both  manufacture  and  agri- 
culture, the  tax  in  1949  and  after  under  the  Morgenthau  plan  would 
be: 

Employers $2,  200,  000,  000 

Employees 1.  000,  000.  000 

Total 3,  200,  000,  000 

This  is  a  net  burden  of  8  percent  on  all  pay  rolls,  equal  to  the 
entire  normal  revenue  of  the  Government  during  the  prosperous 
years  1923-30.  In  a  year  of  general  prosperity  such  as  1929  the 
tax  would  reach  $4,000,000,000,  an  amount  equal  to  the  annual  Gov- 
ernment revenues  in  the  prosperous  twenties.  Mr.  L.  A.  Lincoln, 
vice  president  of  the  Metropolitan  Life  In-^urance  Co..  stated  re- 
cently that  the  eventual  burden  of  plans  contemplated  in  the  Eco- 
nomic Security  Committee  report  might  run  "  at  the  very  least  to 
over  17  percent  of  the  pav  rolls  affected  "  (Eastern  Underwriter, 
Feb.  8,  1935). 

The  Economic  Security  Committee  reports  actuarial  estimates  of 
the  following  Federal  costs  in  the  absence  of  a  contributor  system 
(Report,  p.  23),  and  it  may  be  noted  that  there  will  be  no  payments 
out  of  the  contributory  old-age-pension  fund  until  1942. 


Fiscal  year  beginning  July  1— 

Amount  nec- 
essary 

Appropria- 
tion 

Deficiency 

1935 ,--- 

1936 

1937 

$136. 000, 000 
199,000,000 
224,  000, 000 
249,  000, 000 
274,  000, 000 
299, 000,  000 
324,  000,  000 

$50.  000,  000 
125, 000,  000 
125,  000, 000 
125,  000. 000 
125,  000, 000 
124, 000,  000 
125,  000,  000 

$S6, 000,  000 
74,  000,  000 
99,  000, 000 

1938 

124,  000, 000 

1939 

1940 1 

1941 

149. 000, 000 
174,000,000 
199,  000,  000 

It  is  evident  that  these  actuarial  estimates,  instead  of  being  too 
high,  as  the  Economic  Security  Committee  guesses  (report,  p.  23), 
are  just  as  likely,  or  even  more  likely,  to  be  too  low.  Thus  the  com- 
mittee itself  estimates   (report  p.  20)   that  at  lea.st  one-half  of  the 
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approximately  7,500,000  people  over  65  years  now  living  are  de- 
pendent. On  this  basis  there  would  be  a  national  annual  old-age 
assistance  bill,  at  $30  monthly  (the  standard  set  forth  in  title  1),  of 
$1,350,000,000,  of  which  the  Federal  share  would  be  $675,000,000.  If 
the  act  shall  accomplish  its  declared  objectives  then  certainly  after 
a  year  or  two  the  total  Federal  share  of  the  relief  payments  should  be 
$675,000,000,  leaving  the  annual  appropriation  provided  in  the  act 
$550,000,000  too  low.  Experience  in  all  countries  having  old-age 
pension  laws  shows  that  the  number  and  percentage  of  persons  willing 
to  rely  on  the  Government  for  support,  either  because  their  relatives 
were  willing  no  longer  to  support  them  or  because  they  no  longer 
felt  it  necessary  to  rely  on  their  own  efforts,  constantly  increases. 
We  might  well  expect,  therefore,  a  steady  increase  above  the  50 
percent  of  dependents,  and  thus  further  increases  in  the  net  deficiency 
of  the  $125,000,000  Federal  appropriation,  and  increase  in  the  nec- 
essary additional  Government  subsidy.  The  ultimate  costs  which 
might  be  involved  under  Nation-wide  old-age  pension  and  assistance 
systems  are  set  forth  in  charts  D  and  E.  Chart  D  shows  the  esti- 
mated increase  in  the  number  of  persons  65  and  over;  taking  this 
increase  into  consideration  chart  E  shows  the  amount  which  w^ould  be 
necessary  to  give  everyone  65  or  over  $30  monthl^y. 

Senator  Couzens.  I  am  required  to  be  at  another  meeting.  Have 
you  a  proposed  substitute  for  this  bill? 

Mr.  Sargent.  I  am  suggesting  subsequently  about  25  specific  points 
in  which  the  bill  contains  defects  and  which  by  assumption  could 
be  remedied  by  the  elimination  of  the  defects. 

Senator  Couzens.  You  are  not  against  the  whole  legislation  then  ? 
Mr.  Sargent.  No,  sir. 
Senator  Couzens.  Very  well;  thank  you. 

The  Federal-State  costs  of  the  pending  old-age  assistance  plan 
will,  moreover,  be  further  increased  by  about  $100,000,000  annually 
if  the  bill  as  it  may  be  finally  adopted  should  incorporate  the  sug- 
gestion of  Secretary  Morgenthau  that  domestics  and  agricultural 
workers  be  excluded  from  the  contributory  old-age  pension  plan. 

When  payments  are  initiated  in  1942  under  the  old-age  pension 
system  of  the  act.  the  maximum  monthly  payments  the  first  year 
will  be  $22.50  (sec.  405,  bl.  5) ;  the  average  would  presumably 
be  less.  Title  I  establishes  an  old-age  assistance  monthly  standard 
of  $30  (sec.  7)  and  it  is  not  unreasonable  to  suppose  that  both  the 
Federal  and  State  Governments  will  be  expected  to  pay  the  difference 
between  the  old-age  pension  (say  $22.50)  and  the  $30  old-age  assist- 
ance standard.  This  would  further  increase  the  direct  obligation 
of  both  the  Federtil  and  State  Governments. 

No  matter  how  we  consider  it  the  $125,000,000  old-age  assistance 
appropriation  (section  1)  is  too  low  to  meet  the  payments  provided 
in  this  bill. 

The  next  question  is  whether  the  earnings  and  employment  excise 
taxes  paid  into  the  old-age  pension  fund  (title  III)  are  sufficient 
to  enable  the  Government  to  make  the  pension  pavments  as  sched- 
uled (title  IV). 

In  the  first  place  we  must  note  that  it  is  not  intended  that  the 
old-age  pension  fund  shall  be  actuarially  sound  in  the  sense  that  we 
expect  life  insurance  companies  to  maintain  actuarially  sufficient 
reserves.  The  Economic  security  Committee,  for  example,  states 
(report,  p.  26)  that  the  initial  payments  scheduled  will  be  greater 
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than  they  would  be  if  "  on  a  strictly  earned  bagis."  It  is  stated  that 
to  be  actuarially  sound  the  contributory  old-age  pension  plan  would 
need  a  total  reserve  of  $75,000,000,000  (ibid.),  and  the  establishment 
of  such  reserve  is  strongly  opposed  by  the  Economic  Security  Com- 
mittee. The  committee  thus  challenges  the  soundness  of  Mr.  Roose- 
velt's statement  in  December  (at  Washington  Economics  Security 
Conference)  that: 

Full  solution  of  this  problem  is  possible  only  on  insurance  principles. 

The  Security  Committee  states  that  beginning  in  1965  the  Fed- 
eral Government,  under  the  plan  proposed  in  S.  1130,  would  have  to 
make  extra  payments  into  the  fund  to  permit  payment  of  the  sched- 
uled pensions.  The  amount  of  the  additional  Federal  payments  is 
not  specified,  except  that  it  is  stated  they  will  be  greater  than  $500,- 
000,000  yearly  (report,  p.  26),  and  would  reach  $1,400,000,000  by 
1980  (ibid,  p.  27).  The  Economic  Security  Committee,  as  previously 
noted,  says  that  a  reserve  of  $75,000,000,000  would  be  necessary  to 
have  the  contributory  old-age  pension  fund  actuarially  solvent 
(report,  p.  26)  ;  it  estimates  that  its  own  plan,  that  in  the  bill,  pro- 
vides a  reserve  of  $15,250,000,000,  leaving  a  maximum  net  unfunded 
floating  debt  to  the  people  of  the  country  of  nearly  $60,000,000,000. 

It  is  estimated  that  the  maximum  reserve  under  the  unemploy- 
ment compensation  plan  would  be  2  billion  dollars;  and  that  the 
maximum  reserve  under  the  contributory  old-age  pension  plan  as 
proposed  by  Secretary  Morgenthau  would  be  50  billion  dollars — a 
total  of  $52,000,000,000.  At  3-percent  interest  on  this  volume  of 
Government  bonds,  there  would  eventually  be  imposed  on  taxpayers 
an  additional  annual  tax  burden  of  $1,560,000,000. 

Secretary  Morgenthau  has  presented  a  suggestion  for  a  combina- 
tion of  increased  contributions  and  earlier  contributions,  which  are 
designed  to  make  annual  income  equal  annual  payments,  though  not 
making  the  contributory  pension  plan  actuarially  sound. 

This  cost  problem  is,  as  Senators  have  observed  from  testimony 
previously  presented  by  many  witnesses,  extremely  serious  and  also 
extremely  complicated. 

It  would  appear  that  the  Economic  Security  Committee  has  in  its 
own  judgment  rejected  the  advice  of  its  own  actuaries,  making  such 
statements  as: 

We  believe  that  these  estimates  are  too  high. 

This  figure     *     *     *     may  reach  the  great  total  estimated  by  the  actuaries. 

The  Economic  Security  Committee,  moreover,  makes  these  signifi- 
cant statements: 

*  *  *  else  the  annual  Government  contributions  will  be  so  high  as  to 
constitute  an  impossible  charge  on  the  taxpayers. 

This  plan  thus  involves  the  creation  of  a  debt  upon  which  future  generations 
will  have  to  pay  large  amounts  annually. 

*  *  *  will  impose  a  burden  on  future  generations  which  we  do  not  wish 
to  minimize. 

In  view  of  the  apparent  rejection  by  the  Economic  Security  Com- 
mittee of  the  advice  of  its  own  actuaries,  and  in  view  of  the  admis- 
sions of  huge  tax  burdens  upon  either  this  or  future  generations — or 
both — I  respectfully  suggest  that  this  committee  call  before  it  for 
examination  all  of  the  actuaries  and  actuarial  advisers  who  col- 
laborated with  the  Economic  Security  Committee.  Certainly  this 
country  should  not  embark  upon  such  an  evidently  costly  program 
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as  this  bill  contemplates  without  greater  knowledge  of  whither  Ave 
are  leaping — the  present  and  future  costs  to  which  we  and  our  chil- 
dren and  grandcliildren  are  being  committed.  Let  us  never  say  that 
we  must  jump  in  without  knowing  where — any  student  of  history 
knows  that  once  we  embark  on  any  national  sj-stem  of  this  kind  it  is 
practically  impossible  to  constructively  alter  a  once-adopted  plan — 
the  tendency  is  toAvard  continued  liberalization,  and  "  hang  the  cost." 
It  is  clear  that  President  Roosevelt  himself  apparently  well  real- 
izes the  practical  difficulties  involved  in  establishing  an  actuarially 
sound  contributory  old-age-pension  system  on  a  national  basis.  You 
will  recall  that  at  the  December  economic  security  conference  Mr. 
Roosevelt  said : 

I  do  not  know  whether  this  is  the  time  for  any  Federal  legislation  on  old- 
age  security  *  *  *  i  hope  that  in  time  we  may  be  able  to  provide  security 
for  the  aged — a  sound  and  a  uniform  system. 

You  will  further  recall  that  in  his  January  17  message  to  Congress 
the  President  declared : 

It  is  overwhelmingly  important  to  avoid  any  danger  of  permanently  discredit- 
ing the  sound  and  necessary  policy  of  Federal  legislation  for  economic  security 
by  attempting  to  apply  it  on  too  ambitious  a  scale  *  *  *  The  place  of  such 
a  fundamental  in  our  future  civilization  is  too  precious  to  be  jeopardized  now 
by  extravagant  action. 

The  Members  of  Congress  must  decide  whether  the  pending  bill  in 
proposing  a  costly  and  nonactiiarial  contributory  old-age-pension 
system  violates  even  the  fundamental  standards  advanced  by  Presi- 
dent Roosevelt;  whether  it  is  a  fiscal  juggernaut  Avhich  threatens 
national  economic  stability. 

riNAXCIAL  COST  TO  STATES 

This  bill  would  in  fact,  though  not  in  law,  require  the  States  to 
enact  legislation,  or  in  some  cases  amend  existing  State  laws,  requir- 
ing State  expenditures  in  the  following  fields : 

1.  Old-age  assistance. 

2.  Dependent-children  aid. 

o.  ^Maternity  and  child  health. 

4.  Aid  to  crippled  children. 

5.  Child-Avelfare  service. 

We  haA'e  not  listed  ''  old-age  pensions  "  laAA's  above,  since  this  sub- 
ject is  to  be  dealt  Avith,  under  the  bill,  by  direct  Federal  action. 
Xor  haA-e  we  listed  State  unemployment  compensation  laAvs.  since 
the  administratiA'e  costs  of  the  State  laAvs  are  to  be  paid  by  the  Fed- 
era!  Government. 

The  only  one  of  the  above  items  Avhich  Avill  require  heaA'y  State 
expenditures  almost  from  the  out.set  is  '•  old-age  assistance." 

Tlie  Economic  Socurity  Committee  estimates  (rept.,  p.  20)  that 
"  at  least  one-hnlf  of  the  ap])roximately  7,500.00<)  people  over  65 
years  noAv  living  are  dependent." 

Either  the  bill  ))roposed  is  intended  to  care  for  this  50  percent  or 
it  is  r.ot.  Assuming  that  it  is  so  intended,  then  the  yearly  cost  of 
providinir  $:^0  monthlv  (appareiitlv  the  Federal  standard:  sec.  7)  to 
3.750,000" persons,  Avoidd  be  $1,350,000,000. 

The  bill  contemplates  that  the  Federal  Government  should  pay 
one-half  of  this  amount  (sec.  7)  or  $675,000,000.  The  States  Avould 
be  expected  to  assume  the  $675,000,000  remainder. 
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How  much  would  this  mean  to  each  State? 

Accordino;  to  the  1930  census,  there  were  6,663,805  persons  aged 
65  or  over  in  the  United  States. 

The  following  table  gives  the  percentage  of  this  number  in  each 
State,  and  the  amount  such  jDercentage  is  of  the  $675,000,000  total, 
that  is,  the  old-age-assistance  cost  this  bill  expects  every  State  to 
assume;  the  amount  to  each  State  would  be  reduced  to  the  extent  that 
they  now  distribute  so-called  ''  old-age  pensions  ",  and  by  any  in- 
crease in  the  age  limit  above  65. 

This  committee,  in  fact,  might  well  consider  raising  to  70  the 
age  limit  in  both  the  old-age  assistance  and  old-age-pension  system 
proposed  in  S.  1130.  It  is  estimated  that  such  an  increase  would 
reduce  the  costs  40  percent,  and  if  experience  demonstrated  the  eco- 
nomic feasibility  of  paying  the  higher  costs  then  the  age  limit  could 
be  lowered. 


1 

state 


Total  popu- 
lation 65  or 
over 


Percent  of 

national 

total 


Ccst  under 

proposed 

bill 


Alabama.-- 

Arizona 

Arkansas 

California 

Colorado 

Connect  icut 

Delaware 

District  of  Columbia 

Florida 

Georgia 

Idaho- 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland-- --- 

M  assachusetts 

Michigan. 

Minnesota 

Mississippi 

Missouri 

Montana. 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Vireinia 

Wisconsin 

WyominsT 

Total 


99, 

15, 

75, 

366, 

61, 

93, 

16, 

27, 

71, 

113. 

22. 

421, 

232, 

184, 

129, 

142, 

75, 

69, 

92, 

274, 

254, 

163, 

77. 

244, 

26, 

86, 

4, 

41, 

201, 

16, 

667, 

115, 

30, 

414, 

96, 

67, 

508, 

39, 

57, 

36, 

119, 

322, 

22, 

31, 

116, 

101, 

73, 

192, 

8, 


1.492 
.237 

1.  139 

5.  519 
.931 

1.406 
.251 
.410 

1.073 

1.707 
.336 

6.347 

3.  509 

2.  777 
1.951 
2.  142 
1.143 
1.040 
1.401 

4.  133 
3.842 

2.  464 
1.  167 
3.686 

.402 
1.299 

.072 

.626 
3.030 

.  253 

10.  059 

1.743 

.456 

6.  253 
1.460 
1.014 
7.662 

.602 
.861 
.556 
1.  794 

3.  ,501 
.341 
.471 

1.  751 
1.530 
1.  101 
2. 895 
.  131 


.972 


.$10,  071,  000 

1.599,750 

7,  688,  250 

37.  253,  250 

6.  284,  250 
9.  490,  500 

1,  694,  250 
2, 767,  500 

7,  242,  750 
11,  .522,  250 

2,  268,  000 
42,  842,  250 
23,  685,  750 

18,  744,  750 

13,  169,  250 

14,  458,  500 
7,  715,  250 
7,  020.  000 
9.  456,  750 

27,  897,  750 
25,  933,  500 
10,632,000 

7,  877,  250 
24, 880, 500 

2,  713,  500 

8,  768,  250 
486,  000 

4,  225,  500 
20,  452, 500 

1,  707,  7.50 
67, 898,  250 
11,765,250 

3, 078,  000 
42,  207,  750 
9, 855,  000 
6, 844,  500 
51,718,500 
4, 063,  500 
5,811,750 

3,  753,  000 
!2,  109,  500 
23,  652, 000 

2,  301,  750 

3,  179,  250 
11,839,500 
10,  327,  500 

7,  431,  750 

19,  541,  250 
884,  250 

674,811,000 


Note.— If  the  Economic  Security  Committee  Report  extent  of  7,500,000  aged  65  or  over  is  correct,  then 
there  are  approximately  12.5  percent  more  persons  65  or  over  in  each  State;  but  the  State  percentages  of  the 
national  total  and  of  the  total  cost  would  remain  the  same  as  above. 
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1  realize  that  figures  have  been  presented  to  you  which  purport 
to  show  that  only  1,000,000  aoed  persons  would  qualify  for  old-age 
assistance,  and  fhat  the  total  annual  cost  to  the  States  would  be 
about  $111,000,000  annually. 

There  are  several  points  to  be  observed  about  this: 
1.  If  the  statement  is  correct  then  the  Economic  Security  Com- 
mittee report  gives  either  a  misleading  picture  of  the  gravity  of  the 
situation  which  it  is  claimed  demands  enactment  of  this  legislation, 
or  else  is  an  admission  that  the  legislation  can  go  only  27  percent 
of  the  way  in  remedying  the  bad  situation  which  the  report  says 

exists. 

2  Re'>-ardless  of  what  the  material  costs  are  the  eventual  costs 
wili  be  "increased  about  $100,000,000— divided  between  States  and 
Federal  Government— annually  if  the  bill  is  adopted  incorporating 
Secretary  Morgonthau's  suggestion  that  domestic  and  agricultural 
workers 'be  excluded  from  the  contributory  old-age  pension  system. 

3.  Many  State  laws  now  require  near  relatives  able  to  do  so  to 
care  for  aged  dependents,  but  under  the  bill  as  it  now  stands  a 
State  old-age-assistance  plan  would  not  secure  the  Federal  subsidy 
if  it  makes'' such  a  requirement.  If,  therefore,  the  requirement  is 
eliminated  then  both  the  initial  and  subsequent  costs  will  be  much 

liigher.  ,  ^    ^  ^.    . 

4  Under  the  bill  as  proposed,  moreover,  the  costs  to  some  states 
mif^ht  even  be  considerably  higher  than  those  set  forth  in  the  fore- 
tromo-  table  If,  for  example,  the  administrator  feels  that  m  some 
partfcular  State  the  old-age-assistance  plan  will  not  provide  reason- 
able subsistence  unless  the  State  provides  say  $30  monthly  per  person 
instead  of  $15,  and  refuses  to  permit  the  Federal  $15  to  be  paid 
unless  the  State  does  pay  $30,  then  the  State  cost  might  well  be 
double  that  set  forth— or  else  the  act  proposed  would  fail  to  accom- 
ijlish  its  objective. 

5  AVe  must  consider  the  potential  burden  the  law  would  impose 
on  States,  instead  of  speculating  that  the  law  might  work  out  in 
such  a  way  that  the  cost  made  possible  under  the  law  might  not 
actually  have  to  be  paid. 

INVEST :\1EXT  OF  THE  ACCUMULATED  FUNDS 

Sections  404  (a)  and  604  (a)  provide  that  the  Secretary  of  the 
Treasury  may  invest  or  reinvest  all  or  any  part  of  the  "  old  age 
funds  "  and  '"  unemployment  trust  fund"  in  either  (x)  : 
Tiv  nrimarv  oblis-ation  of  the  United  States  or  in  any  obligations  guaranteed 
«;  to  both  principal  and  interest  by  the  United  States  *  *  *  by  purchases 
of  outstanding  obligations,  at  the  market  price  thereof,  or,  on  original  issue  at 
par — 

or  (y)  : 

obliwitions  acquired  by  the  fund  on  original  issued,  which  are  issued  exclusively 
to  the  fund  *  *  *  notwithstanding  the  availability  in  the  market  of  obli- 
gations of  the  United  States  bearing  the  same  or  different  interest  rates. 

We  believe  that  in  view  of  their  complexities  and  possibly  serious 
implications  these  investment  provisions  require  detailed  study  by 
expert  governmental  and  private  financial  authorities.  The  extreme 
importance  of  this  problem  is  indicated  in  the  following  extracts 
from  A  Program  for  Unemployment  Insurance,  published  in  1934  by 
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the  University  of  Minnesota ;  among  the  authors  of  the  book  is  A.  H. 
Hansen,  chairman  of  the  Unemployment  Insurance  Subcommittee  of 
the  Technical  Board  of  the  President's  Employment  Security  Com- 
mittee. 

The  effect  of  the  pui'chase  of  Government  bonds  during  the  boom  period  would 
clearly  be  to  stimulate  investment  *  *  *  a  stimulus  tow^ard  longer  capital 
investment  would  therefore  follow  from  this  policy  and  the  boom  would  thus  be 
intensified.  On  the  other  hand,  the  payment  of  unemployment  benefits  from 
the  sale  of  bonds  during  the  depression  period  would  necessarily  tend  to  de- 
preciate the  bond  market  and  intensify  the  liquidation  process,  and  to  this 
extent  increase  the  severity  of  the  depression  (pp.  184,  185). 

There  are  other  extremely  important  aspects  of  the  investment 
problem.  For  example,  if  the  Treasury  competes  in  the  open  market 
for  Government  bonds  as  is  permitted  under  this  bill,  it  will  natu- 
rally increase  their  price,  with  two  effects : 

(1)  Insurance  companies,  hospitals,  universities,  and  endowments  which 
subsequently  purchase  Government  securities  will  receive  a  lower  percentage  of 
income  on  their  investments — which,  for  example,  would  increase  the  cost  of 
life  insurance. 

(2)  The  yield  to  the  Treasury  upon  old-age  fund  and  unemployment  trust 
fund  investments  will  almost  certainly  be  less  than  the  estimated  3  percent 
(report,  p.  26). 

Serious  consideration  must  be  given  to  the  fact  that  creation  of 
such  a  huge  market  for  Government  bonds  establishes  an  artificial 
situation;  an  artificial  base  for  Government  credit.  It  thus  encour- 
ages further  Government  borrowing  and  opens  practically  unlim- 
ited possibilities  of  reckless  public  financing,  since  there  would  be 
enormous  pressure  from  without,  and  perhaps  from  within,  upon  Con- 
gress to  authorize  accumulated  reserves.  It  will  be  recalled,  more- 
over, that  comparatively  recently  when  a  reserve  was  accumulated 
under  the  Federal  civil  service  retirement  and  disability  fund,  those 
who  had  paid  into  the  fund  clamored  that  the  reserve  was  in  fact  a 
surplus  and  besieged  Congress  to  use  what  was  a  trust  fund  for  future 
payments  to  establish  immediately  increased  benefits.  How  much 
greater  will  the  pressure  for  distribution  of  reserves  be  in  a  system 
involving  millions  of  persons  instead  of  400,000?  With  billions  of 
dollars  apparently  in  the  Treasury  how  great  will  the  pressure  be 
for  vast  Government  expenditures  of  all  kinds  from  these  funds? 
The  gravity  of  this  problem  has  been  pointed  out  in  these  hearings  by 
the  distinguished  chairman  of  the  committee  who  called  attention 
to  the  "  political  agitation  "  which  would  exist  to  "  dissipate  any 
reserve  that  had  been  built  up  "  (hearings,  pp.  204-205). 

If  such  a  distribution  or  spending  program  should  once  be  started 
it  would  grow  like  a  snowball  and  would  lead  to  practically  uncon- 
trolled Government  spending  and  impaired  Government  credit. 

We  must  realize,  too,  that  the  ultimate  total  amount  involved  is 
$52,000,000,000 — the  combined  unemployed  compensation  and  con- 
tributory old-age  pension  reserves — an  amount  far  greater  than  our 
national  debt  has  ever  been ;  an  amount  exceeding  our  total  national 
income  in  many  years.  There  might,  moreover,  be  added  to  the  old- 
age  and  unemployment  reserves  additional  large  reserves  accumulated 
from  the  sale  of  annuity  certificates. 

Senator  Couzen.  Are  you  going  to  offer  any  suggestions  as  to 
how  these  reserves  should  be  kept? 
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Mr.  Sargent.  I  am  not  prepared  to  do  that.  I  have  studied  this 
for  some  time.  I  was  formerly  instructor  in  finance  in  a  university, 
and  I  believe  it  is  so  complicated  it  requires  months  of  study  instead 
of  merely  the  few  weeks  which  have  been  available  since  this  bill 
was  proposed. 

Senator  Couzens.  Then  you  believe  we  ought  to  postpone  this 
whole  thing? 

Mr.  Sargent.  Only  as  fai-  as  the  investment  of  funds  is  concerned. 

Senator  Couzens.  In  other  words,  you  would  pass  the  bill  and  leave 
that  part  and  make  another  bill  to  cover  that  field? 

Mr.  Sargent.  I  would  certainly  provide  more  specifically  as  to  meth- 
ods of  doing  that.  For  examj)le,  the  advisory  council  recommended 
that  the  funds  be  put  in  the  hands  of  the  Federal  Reserve  Board. 
That  is  not  contained  in  the  bill  as  it  is  now.  It  is  proposed  to  put 
it  entirely  in  the  hands  of  the  Secretary  of  the  Treasury  providing 
two  methods  of  investment,  one  of  which  opens  up  serious  possibili- 
ties, and  Mr.  Hanson,  who  testified  before  you  recently,  observed,  that 
on  tlie  upward  curve  it  would  intensify  a  boom,  and  on  the  downward 
curve  it  would  lengthen  a  depression. 

On  the  question  of  the  defects  in  the  bill  generally,  would  it  be 
possible  to  bring  out  these  specific  points  in  a  few  minutes  tomorrow  ? 

Senator  Barkley  (acting  chairman).  I  do  not  know.  We  have 
Dr.  Townsend  for  tomorrow.  You  have  your  statement  prepared 
in  writing? 

Mv.  Sargent.  I  have  it  in  writing,  but  I  think  some  of  the  things  I 
ha^'e  would  bring  out  questions. 

Senator  Barkley.  I  have  no  authority  to  change  the  program. 

Senator  Connally.  If  you  are  going  to  be  here  anyway,  you 
might  come  and  we  will  take  a  chance  on  working  you  in. 

Senator  Barkley.  The  chairman  has  arranged  the  program  for 
tomorrow  and  I  am  not  in  a  position  to  change  it.  If  you  want  to 
take  a  chance  on  it,  you  may  do  so,  otherwise  of  coureej  your  state- 
ment will  go  into  the  record  as  you  have  prepared  it.  I  do  not  know 
what  to  suggest  in  the  way  of  offering  any  opportunity  for  tomorow. 
I  imagine  we  are  going  to  be  pretty  well  filled  up. 

Senator  Connally.  You  might  hold  yourself  ready,  and  if  there 
is  opportunity  tomorrow,  we  might  be  able  to  hear  you. 

Mr.  Sargent.  I  will  ask  the  reporter  to  take  the  paper  then,  as 
you  suggest. 

(The  statement  referred  to  follows:) 

Further  attention  is  called  to  the  fact  that  when  annuities  or  other  types 
of  insurance  are  bought  from  a  private  company  the  premiums  are  in  normal 
times  ordinarily  invested  in  the  bonds  of  railroads,  public  utilities  and  in 
real-estate  mortgages,  so  that  expansion  in  the  capital-goods  industries  is 
stimulated.  However,  the  investment  of  such  sums  in  public  bonds  by  the 
purchase  of  annuities  from  the  Government  will  inevitably  divert  a  large 
amount  of  investment  funds  from  private  uses  and  so  tend  to  retard  in- 
dustrial development. 

This  program,  therefore,  involves  from  many  angles  the  future  economic 
welfare  of  the  entire  country;  we  must  beware  that  it  is  not  permitted 
to  create  dangers  worse  than  the  social  ills  it  is  intended  to  relieve 

We  therefore  urge  that  this  committee  call  before  it  for  consulation  upon 
the  entire  investment  j.roblems,  both  Treasury  experts  and  private  financial 
authorities. 
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SPECinO    DEIFECTS    OF    S.     1130 


In  addition  to  the  previously  presented  basic  points  which  should  govern 
consideration  and  action  on  this  bill,  the  bill  is  in  our  opinion  unsound  in 
many  vital  respects.  Among  the  economic  and  administrative  defects  which 
render  it  unacceptable  in  its  present  form  we  list  the  following: 


1.  Section  2  provides  that  when  the  State  legislature  is  not  in  session  the 
governor  of  a  State  may  signify  the  State's  acceptance  of  Federal  appropria- 
tions for  old-age  assistance.  We  believe  it  is  unwise  for  the  Federal  Govern- 
ment to  commit  itself  to  appropriations  in  this  manner  without  more  specific 
assurance  that  the  State  as  a  whole  desired  or  needed  such  appropriations, 
or  that  the  legislature  would  subsequently  ratify  the  governor's  action.  It  may 
be  pointed  out,  moreover,  that  gubernatorial  acceptance  alone  does  not  mean 
that  any  plan  the  legislature  might  subsequently  provide  or  approve  would 
meet  the  Federal  standards  specified  in  sections  3  and  4.  We  understand 
further  that  in  at  least  some  States  a  constitutional  amendment  would  be 
necessary  to  enable  the  governor  to  take  the  action  authorized  in  the  pending 
bill. 

2.  Section  3  declares  that  "  old-age  assistance  shall  mean  financial  assist- 
ance." If  assistance  is  to  be  provided  we  have  no  objection  to  financial  as- 
sistance being  permitted,  but  apparently  the  language  quoted  in  section  3 
is  open  to  the  interpretation  that  all  assistance  must  be  financial  in  char- 
acter. In  other  words,  that  assistance  given  each  individual  must  be  given 
exclusively  in  the  form  of  money.  In  our  opinion  this  is  unsound.  We  refer 
your  committee  specifically  to  the  New  York  and  Massachusetts  old-age-assist- 
ance laws,  the  former  being  endorsed  by  President  Roosevelt ;  the  principles 
of  these  two  State  laws  are  sound  on  the  whole,  and  they  do  not  restrict  the 
provision  of  assistance  to  money  alone.  They  permit  the  giving  of  assistance 
in  other  ways  if  the  needs  and  condition  of  the  particular  individual  render 
such  other  treatment  preferable. 

3.  Section  4  provides  in  paragraph  A  that  the  State  government  must  give 
"  substantial  financial  participation  "  in  a  State  old-age-assistance  plan.  The 
term  "  substantial  "  is  too  indefinite ;  a  more  specific  standard  .should  be  pro- 
vided as  to  the  total  amount  or  proportion  which  should  be  contributed  by  the 
State  government  as  such. 

4.  The  bill  as  drawn  would  appear  to  disqualify,  as  concerns  eligibility  of 
States  to  receive  Federal  assistance,  existing  State  old-age  pension  or  assistance 
laws  which  require  the  furnishing  of  aid  to  aged  individuals  by  close  relatives 
(cf.  sees.  3  and  4). 

5.  Section  4  provides  that  a  State  old-age-assistance  plan  shall  be  approved 
by  the  administrator  "  only  if  such  plan  ''  contains  certain  provisions.  This 
lansiiage  is  open  to  the  interi^retation  that  while  the  State  plan  must  conform 
to  the  standards  specifically  listed,  it  would  lie  possible  for  the  administrator  to 
require  additional  standards  for  his  approval  of  a  State  plan. 

6.  Sections  2  and  4  require  approval  by  the  administrator  of  State  old-age- 
assistance  plans.  Section  G  (e)  provides  for  withdrawal  of  such  approval  by 
the  administrator.  In  neither  case  is  there  any  provision  for  a  review  before 
an  impartial  tribunal  over  either  an  initial  refusal  to  approve  or  subsequent 
withdrawal  of  approval.  The  same  objection  applies  to  the  approval  and  with- 
drawal of  approval  of  Federal  appropriations  for  State  plans  providing  for  aid 
to  dependent  children  (sees.  204  and  106  d). 

7.  Sections  9  and  209  (title  II)  permit  the  Federal  Emergency  lielief  Admin- 
istrator to  employ  "  experts,  assistants,  clerks,  and  other  persons  "  without  ref- 
erence to  the  civil-service  laws,  although  in  section  401  (b)  the  Social  Insur- 
ance Board,  in  its  employment  of  regular  officers  and  employees,  is  "  subject  to 
the  civil-service  laws." 

TITIB  ni 

1.  In  section  307  the   definition   of  employers   upon   whom   the   employment 

excise  tax  is  levied  specifically  excludes  States  and  their  political  sutxlivisions. 

We  suggest  that  here  and  in  the  corresponding  definition  in  section  606  the 

language  be  amended  to  conform  to  the  Federal  income  tax,  under  which  the 
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Federal  tax  is  levied  upon  employees  of  State  and  local  proprietary  operations, 
such  as  publicly  owned  waterworks,  street  railways,  and  electric-light  plants. 

2.  We  believe  that  both  employees  and  employers  should  receive  a  credit 
allowance  against  the  earnings  and  employment  excise  taxes  provided  in  sec- 
tions 301  and  302  for  contribution  to  plant  old-age  pension  plans  whose  age  and 
payment  provisions  meet  the  standards  specified  in  section  405  (a)  of  title  4. 
Proper  provision  should  be  made  to  transfer  to  the  Federal  old-age  fund  of 
accrued  plant-pension  credits  where  workers  leave  employment  for  any  reason 
before  the  age  specified  in  the  Federal  act.  Such  tax  credit  would  be  analogous 
to  the  cre<lit  provided  for  plant  guaranteed  unemployment  plan  as  permitted  in 
sections  606  and  608  (c). 

TITLE  IV 

1  We  direct  attention  to  the  fact  that  section  401  (a),  providing  for  estab- 
lishment of  the  Social  Insurance  Board,  does  not  require  Senate  approval  of 
board  members,  although  such  approval  is  required  for  members  of  other  Fed- 
eral boards  of  comparable  importance,  such  as  the  Federal  Trade  Commission 
and  the  Interstate  Commerce  Commission,  neither  of  which  has  authority  over 
the  expenditure  of  the  vast  sums  contemplated  in  this  bill. 

•">  We  believe  the  committee  sIkjiiUI  carefully  review  the  question  as  to 
whether  contributory  old-age  pensions  should  be  provided  through  one  standard 
old-age-pension  law  to  be  administered  entirely  by  the  Federal  Government, 
or  whether  there  should  be  provision  for  flexibility  through  State  laws  and 
primarily  State  administration  of  such  laws.  Title  VI  for  such  flexibility 
provides  in  State  unemployment-compensation  laws,  and  it  has  been  sug- 
gested that  this  bill  might  consistently  provide  for  minimum  Federal  old-age- 
pension  standards,  on  the  same  general  Federal  and  State  financial  bas^is  as  is 
provided  in  the  State  unemployment  compensation  laws  m  title  VI.  ±he 
criticism  is  made  that  such  a  plan  must  be  on  a  national  basis,  since  m  some 
States  the  age  distribution  is  such  that  it  would  be  extremely  costly  to  provide 
a  State  pension  plan.  Consideration  might  well  be  given,  however,  to  the 
fact  that  the  vast  bulk  of  the  population  and  of  the  United  States  is  in  States 
where  there  is  sufficient  diversification  both  of  population  and  industry  to 
provide  coverage  under  State  laws.  The  small  minority  of  population  m  other 
States  could  be  provided  for  through  State  old-age-assistance  laws  as  set  forth 
in  title  I  It  mav  be  pointed  out  that  some  28  States  now  have  laws  which 
in  many  respects"^  conform  to  the  State  old-age-assistance  plans  specified  in 
title  I  and  which  have  been  endorsed  as  socially  adequate  by  proponents  ot 
the  present  legislation.  Moreover,  the  existence  of  State  contributory  old- 
age-pension  laws  would  permit  pension  payments  consistent  with  the  varying 
wage  scales  in  the  different  States.  ,i  v.    v„-^ 

3  Section  407  (a3)  provides  that  unemployment  compensation  should  be  paid 
"  to  all  persons  eligible  thereto  ",  under  the  respective  State  laws.  It  seems 
inconsistent  to  then  provide,  as  does  section  606,  for  regular  payment  of 
unemployment-compensation  tax  into  the  Federal  Treasury  upon  wages  paid 
all  emplovees,  regardless  of  whether  the  law  of  the  State  in  which  the  em- 
ployer is 'situated  renders  any  of  his  employees  ineligible  to  receive  unem- 
ployment benefits.  4.-       k     ,.o;.i 

4  Section  407  (a4)  requires  that  all  unemployment  compensation  be  paid 
"through  public  emplovment  offices  of  the  State",  although  some  of  the 
States  might  have  available  or  prefer  other  methods  of  making  such  pay- 
ments Under  the  bill  as  now  planned  the  State  administrators  are  given  no 
latitude    to    prescribe    places    of    unemployment-compensation    benefits. 

TABLE    V 

1  The  entire  provision  for  issuance  and  sale  of  annuity  certificates  by  the 
Social  Insurance  Board  is  unjustified  and  unwarranted,  since  it  puts  the 
Federal  Government  in  competition  with  existing  private  business.  If  this 
provision  as  contained  in  the  law,  is  passed,  provision  should  be  made  for 
including  in  the  cost  of  such  annuities,  allowances  for  taxes  and  other  items 
of   overhead   which   must   be   borne  by   private   insurance   companies. 

2  Section  501  provides  that  the  annuity  amount  should  be  based  on  premium 
paid  plus  interest  accretions,  yet  section  502  specifically  permits  deferring 
"  payment  of  interest  ",  which  would  mean  that  despite  payment  of  premiums 
whicli  should  be  sufficient  to  assure  the  annuity  specified  at  age  65  the  Social 
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Insurance  Board  might,  if  it  considers  its  funds  insuflBcient,  or  for  any  other 
reason,  reduce  the  amount  of  the  annuity  by  deferring  that  part  of  the  annuity 
attributable  to  interest  accretions,  and  there  is  no  limit  specified  as  to  the 
duration  of  such  annuity  reductions.  The  purchaser  of  the  Government  annuity 
certificate  would,  in  other  words,  have  no  assurance  that  he  would  receive  at 
age  65,  and  after,  the  monthly  amount  specified. 


1.  In  connection  with  section  601  it  may  be  noted  that  if  any  State  does  not 
provide  for  contribution  to  a  State  unemployment  compensation  fund  until 
after  January  1,  1936,  during  such  intervening  period  the  employer  must  pay 
his  full  unemployment  compensation  tax  into  the  Federal  Treasury  without 
being  able  to  obtain  any  portion  of  the  90-percent  credit  provided  in  section  602. 

2.  It  is  now  provided  in  section  601  that  during  the  3  years  beginning  Jan- 
uary 1,  1936,  the  unemployment  excise  tax  upon  employers  shall  vary  between 
1  and  3  percent,  and  that  after  the  first  3  years  the  tax  shall  be  3  percent. 
During  the  first  3  years  the  percentage  of  the  tax  is  related  to  the  Federal 
Reserve  Board's  adjusted  index  of  total  industrial  production  averages  for 
the  years  1923  to  1925,  inclusive.  We  believe  it  is  essential  to  point  out  in 
this  connection  our  belief  that  new  cost  burdens  should  not  be  imposed  upon 
industry,  thus  increasing  the  price  of  goods  which  agriculturists  must  pur- 
chase, and  thereby  further  increasing  the  disparity  between  industrial  prices 
and  agricultural  prices,  until  farm  buying  power  is  increased.  In  this  con- 
nection I  direct  your  attention  to  the  following  statement  made  by  Mr.  Louis 
H.  Bean,  of  the  Agricultural  Adjustment  Administration,  during  the  National 
Industrial  Recovery  Board  hearing  January  31 : 

"  Policies  that  tend  to  raise  prices  to  the  producer,  whether  they  are  due  to 
increased  manufacturing  costs  brought  about  by  the  sharp  reduction  in  hours 
or  to  distribution  costs,  tend  to  widen  the  gap  between  farm  and  city  prices, 
which,  from  the  standpoint  of  stabilization,  need  actually  to  be  brought  closer 
together.  Agricultural  prices  were  38  percent  below  1929  during  the  year  1934 
and  31  percent  below  in  December,  while  industrial  prices  were  only  13.5  per- 
cent below." 

It  is  obvious  that  this  bill  would  impose  large  additional  taxes  upon  industry. 
Consumers  as  a  whole,  and  particularly  agricultural  consumers,  would  pay 
more  for  their  purchases  as  the  tax  burden  upon  industry  is  increased.  We 
suggest  that  the  committee  carefully  consider  the  advisability  of  providing  that 
the  pay-roll  tax  should  not  exceed  1  percent  of  the  employer's  pay  roll  until 
the  ratio  of  prices  received  to  prices  paid  by  farmers,  as  reported  by  the-  Bureau 
of  Agricultural  Economics,  reaches  84  percent  of  the  average  for  the  years  1923 
to  1925,  inclusive.  If  after  the  first  3  years  the  two  levels,  both  industrial 
production  and  farm  buying  power,  are  not  at  the  84  percent  level,  then  the 
tax  should  be  further  reduced  to  say  one-fourth  or  possibly  one-half  of  1  percent 
until  both  indexes  reach  at  least  the  84  percent  level.  The  State  of  Wisconsin, 
moreover,  provided  that  the  State  law  imposing  a  pay-roll  tax  burden  upon 
employers  should  not  become  effective  until  a  certain  employment  average  in 
the  State  was  reached.  We  suggest  to  this  committee  the  advisability  of  care- 
fully considering  incorporating  a  provision  in  the  pending  bill  that  if  any  State 
in  its  unemployment  compensation  law  establishes  a  State-wide  index  of  indus- 
trial production  or  employment  which  must  be  reached  before  payments  are 
made  into  the  State  fund,  that  employers  of  such  State  during  such  period  shall 
either  be  exempted  from  contribution  into  the  Federal  unemployment  trust 
fund,  or  shall  at  least  receive  credit  against  their  Federal  tax  of  90  percent 
of  the  amount  of  such  tax.  Otherwise,  there  is  a  Federal  tax  penalty  on 
employers  in  a  State  when  the  State  itself  believes  it  would  be  unwise  to  collect 
such  tax. 

3.  Under  section  601,  the  entire  employment  excise  tax  is  paid  by  the  em- 
ployer. The  earnings  and  employment  excise  taxes  to  be  paid  into  the  old-age 
pension  fund,  as  provided  by  titles  III  and  IV,  provide  for  equal  payments  by 
both  employers  and  employees.  We  suggest  to  this  committee  careful  con- 
sideration of  providing  for  payment  into  the  unemployment  trust  fund  by  em- 
ployees as  well  as  employers.  In  every  operating  foreign  system  both  employers 
and  employees  contribute.  I  direct  your  attention  in  this  connection  to  the 
following  remark  made  by  President  Roosevelt  when  Governor  of  New  York  in 
addressing  the  New  York  State  Federation  of  Labor  at  Buifalo,  August  27,  1930 : 
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"I  hope  that  the  next  administration  and  the  next  legislature  will  take  up  a 
practic-al.  defuiite  study  ol"  unemployment  insurance,  avoiding,,  of  course,  any 
form  of  dole,  and  basing  their  investigation  on  sound  insurance  lines  under 
which  the  State,  the  euiploj-er,  and  the  employee  would  all  be  joint  premium 
payers." 

4.  Section  (-02  (2)  declares  that  unemphiyed  persons  shall  not  lost  then- 
right  to  benefit  payments  bei  ause  they  refuse  to  accept  work  at  wages  "  sub- 
stantially less  favorable  than  those  prevailing  for  similar  work  in  the  kxality." 
This  language  should  certainly  be  more  clearly  detined — is  "similar  work"  any 
job  in  the  localit.v— perhaps  the  highest  paying  of  many  employers,  or  does  it 
mean,  as  I  think  it  clearly  should,  the  wage  being  paid  for  the  majority  of 
private  work  in  the  same  trade  and  industry?  I'nder  the  bill  as  it  now  stands 
the  Stvictary  of  Labor  is  given  inside  authority  to  practically  dictate  the  wage 
which  sliall  exist  in  every  trade  in  every  locality. 

5.  Section  G02  (e3)  is  objectionable  as  prohibiting  requirements  that  em- 
ployees join  a  so-called  "  company  union  ",  while  not  prohibiting  compulsion 
upon  the  employee  to  join  any  othi'r  form  of  labor  organization.  As  it  now 
stands  this  language  would  permit  a  requirement  that  employees  belong  to 
communistic  or  other  radical  labor  organizations.  We  respectfu'ly  suggest 
that  the  Government  has  no  legal  or  equitable  right  to  discriminate  either  be- 
tween individuals  or  groups  of  citizens  and  that  it  should  make  no  require- 
ment, and  should  favor  no  requirement,  that  employees  be  required  either  to 
join  or  refrain  from  joining  any  lawful  labor  or  other  organization. 

6.  Under  section  006  the  tax  on  an  employer  is  upon  "the  total  amount  of 
all  wages  paid  *  ♦  *  to  persons  employed  by  him."  It  is  unreasonable 
and  discriminatory  to  require  the  payment  of  any  such  tax  upon  the  wng^  of 
employees  who  are  not  eligible  to  receive  compensation  payments  under  the 
law  of  the  State  in  which  the  employer  is  situated  (section  407  (a3),  602  (e), 
and  606,  lines  10.  11.  and  12  on  p.  47). 

7.  Under  section  606  only  employers,  and  their  employees,  of  four  or  more 
persons  are  taxed  or  covere<l.  Why  four?  Why  not  three  or  five?  Since  a 
Federal  record  must  be  kept  on  every  employer  of  one  or  more  persons  in  the 
contributory  old-age  pension  system  which  would  be  established,  it  should  from 
an  administrative  standpoint  be  no  more  difficult  to  provide  that  the  unem- 
ployment compensation  provisions  shall  also  directly  affect  all  employers  of 
one  or  more  persons.  Moreover,  under  this  law  a  person  normally  employing 
less  than  four  persons,  who  employs  five  or  more  for  one  quarter  of  the 
year — for  plowing,  harvesting,  ice-cutting,  etc. — must  pay  his  one,  two  or  three 
employees  the  entire  remainder  of  the  year. 

8.  Under  section  602  an  employer  may  receive  a  credit  of  90  percent  for 
contributions  to  a  State  unemployment  compensation  fund.  In  the  ab.sence  of 
anv  contrary  provision  it  would  appear  that  such  State  law  may  provide  for 
either  a  central  pooled  reserve,  an  industry  reserve,  or  a  company  reserve 
l)asis.  Under  section  607  an  employer  may  receive  additional  credits  against 
his  Federal  tax.  if  he  has  been  permitted  to  decrease  his  State  tax  to  a  lower 
point  than  the  Federal  tax.  For  example,  the  standard  Federal  tax  is  3 
percent.  The  standard  State  tax  is,  we  will  assume,  also  3  percent.  But  the 
State  law  permits  an  employer  because  of  a  favorable  employment  record,  or 
some  other  reason,  to  reduce  his  tax  to  2  percent.  Under  normal  conditions 
the  Federal  tax  will  be.  let  us  say,  $300  on  the  emp'<\ver"s  pay  roll,  and  the 
State  tax  $301.  The  employer,  however,  would  receive  credit  of  $270  against 
liis  Federal  tax.  thus  paying  $3t)  to  the  Federal  fund  and  $300  to  the  State 
f)ind.  If  the  employer  i.s  aUowed  to  reduce  his  State  tax  to  $200,  he  would, 
in  the  absence  of  itrovision  for  any  further  credit,  receive  a  Federal  credit 
of  $200.  and  vny  a  F(>deral  tax  of  $100  idus  a  State  tax  of  $200.  The  pro- 
visions for  additiimal  credit  in  section  607  would,  however,  permit  a  Federal 
cre<lit  of  $270.  thus  making  the  Federal  tax  $.".0  and   the   State  tax  $200. 

But  under  section  60S  the  additional  credit  provided  in  section  607  will  not 
lie  granted  unless  the  employer  has  ever  since  contributions  "were  first 
required  of  him"  contributed  to  a  "pooled  fund  *  *  *  at  least  1  percent 
of  his  pav  roll." 

In  other  words,  the  bill  apparently  allows  the  State  governments  to  have 
pooled  or  reserve  plans,  but  in  fact  to  coerce  them  into  creating  pooled  funds 
l»v  s|K'cificallv  providing  that  employers  will  not  receive  credit  for  favorable 
einplovment  records  unless  the  Stat«'  has  .^uch  iiooled  funds.  It  will  be  observed 
that  r>rovisions  (b),  (c).  and  (d)  of  section  G<>2  are  of  an  optional  character,, 
while  )irovision  (a),  relating  to  po<ded  funds,  is  apparently  mandatory.  We 
urge   that   each   State  be   fully   and   actually   allowed    to   determine   for   itself 
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whether  it  desires  to  establish  a  pooled  fund,  an  industry  reserve  plan,  or  a 
company  reserve  plan  as  the  basis  of  its  law. 

(9)  Section  60S  (b)  stipulates  that  if  a  State  law  permits  or  requires  a 
separate  reserve  for  an  employer,  or  a  group  of  employers,  and  allows  reduc- 
tion or  elimination  of  payments  by  such  employers,  that  no  "  additional  credit " 
against  the  Federal  tax  can  be  obtained  unless  the  reserve  account  at  issue 
"  amounts  to  not  less  than  15  percent  of  the  State  pay  roll  of  such  employer  or 
group  of  employers. 

Accepting  for  the  present  the  Economic  Security  Committee  estimate  that 
there  is  a  normal  unemployment  of  8  percent  (report,  p.  1)  then  the  15  percent 
reserve  is  obviously  unreasonably  high ;  moreover,  since  the  employer  or  group 
of  employers  in  question  would  be  allowed  to  reduce  their  contributions  to 
the  State  fund  only  because  of  exceptionally  favorable  previous  employment 
stabilization  records,  the  15  percent  seems  completely  out  of  question.  The  15 
percent  is  approximately  twice  the  8  percent  unemployment  average ;  the  15 
percent  might  well  be  reduced  to  G  percent,  or  the  equivalent  of  total  contribu- 
tions for  2  years. 

10.  In  paragraph  (c)  of  section  60S  we  believe  the  7%  guarantee  is  too  high; 
it  is  altogether  disproportionate  to  other  tax  and  payment  provisions  in  the 
bill.     This  could,  it  would  seem,  be  reduced  to  at  least  6  percent. 

11.  Under  section  602  the  standards  required  for  State  unemployment  com- 
pensation laws  would  apparently  permit  unemployed,  seasonal,  and  casual 
workers  to  receive  benefit  payments  on  the  same  basis  as  other  workers.  This 
is  such  an  important  aspect  that  the  recommendations  of  the  Economy  Security 
Committee  (report,  p.  18)  should  be  incorporated  in  the  bill  itself. 

12.  The  standards  for  State  unemployment  compensation  laws  are  deficient 
in  not  requiring  applicants  for  benefit  payments  to  be  able  to  show  that  they 
are  genuinely  seeking  work  and  in  not  requiring  them  to  report  regularly  to 
local  or  district  State  administrative  ofticials.  When  the  English  Govern- 
ment removed  the  requirement  that  applicants  must  show  themselves  to  be 
genuinely  seeking  work  there  was  a  large  immediate  increase  in  the  number  of 
applicants  for  unemployment  benefits. 

13.  The  standards  for  State  unemployment  compensation  laws  are  also 
deficient  in  not  providing,  in  order  to  prevent  fraud,  that  all  persons  for  whom 
contributions  are  made  should  be  properly  registered,  and  all  applicants  for 
payments  properly  identified.  The  same  protection  should  be  provided  in 
connection  with  the  contributory  old-age-pension  system. 

14.  The  standards  for  State  unemployment  compensation  funds  are  inade- 
quate, moreover,  in  not  protecting  solvency  of  such  funds  by  providing  that 
payment  to  any  individual  should  be  directly  related  to  the  number  of  weeks 
of  his  previous  employment ;  that  is,  the  period  for  which  contributions  have 
been  made  on  his  l)ehalf  to  the  State  fund.  This  is  reconunended  in  the  Eco- 
nomic Security  Committee  Report  (p.  18)  and  should  be  in  the  bill.  We  direct 
your  attention  in  this  connection  to  the  following  statement  made  by  Presi- 
dent Roosevelt  when  Governor  of  New  York,  before  the  New  York  Life  Under- 
writers Association : 

'■  It  is  of  the  utmost  importance  that  unemployment  insurance,  like  the  other 
forms,  be  based  on  sound  actuarial  tables.  This  is  the  fundamental  which 
will  prevent  a  mere  dole  or  gift  on  the  part  of  either  private  agencies  or 
governments  themselves."      (Insurance  Federation  News,  April  1931.) 

15.  We  further  suggest  that  the  standards  for  State  unemployment  compen- 
sation laws  are  deficient  in  not  prohibiting  payment  of  benefits  to  those  who 
have  voluntarily  left  their  work,  either  by  going  on  strike  or  otherwise.  The 
Wisconsin  law  and  every  European  unemployment  law  provide  that  unem- 
ployment due  to  trade  dispute  shall  not  be  compensated. 

16.  The  standards  for  State  unemployment  compensation  laws  are  further- 
more deficient  in  not  providing  that  workers  discharged  for  cause  should  be 
treated  on  a  different  footing  than  workers  who  lose  their  jobs  through  no 
fault  of  their  own. 

VAGUENESS  THROUGHOUT  BILL 

This  bill  is  replete  with  indefinite  phrases  and  standards  which  are  open 
to  at  least  two  serious  objections : 

(a)   They  make  it  difficult  to  know  what  the  bill  actually  proposes. 

{h)  They  supply  an  insufficient  guide  to  those  charged  with  administration 
of  the  various  parts  of  the  proposed  law. 
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Among  the  many  standards  set  forth  in  the  bill  which  are  so  vague  and 
indefinite  as  to  challenge  curiosity,  defy  exact  interpretation,  and  puzzle 
admhiistrators,  we  find  the  following: 

1.  Sections  3,  4,  203,  204:  "Reasonable  subsistence  compatible  with  decency 
and  health." 

2.  Sections  4,  204 :  "  Substantial  "  participation  by  State  governments  as  such 
in  State  plans. 

3.  Sections  206,  406,  701,  702,  703,  802 :  Apportionments  of  Federal  funds  "  on  a 
basis  of  need  "  (or  equivalent  language). 

4.  Section  406.  "  Proper  administration  of  such  laws." 

5.  Section  407.  "  Reasonably  calculated  to  insure  full  payment." 

6.  Section  G02.  "  Substantially  less  favorable  " ;  "  similar  work  in  the  local- 
ity " ;  "  bona  fide  labor  organization." 

7.  Sections  701,  702,  703.  "  Reasonable  provision  for  State  administrative 
and  supervisory  services." 

8.  Section  702.  "Adequate  facilities." 

To  illustrate  some  of  the  practical  difficulties  involved  in  connection  with 
such  vague  definitions  as  those  quoted : 

1.  What  is  a  wage  "  prevailing  for  similar  work  "  ? 

Interpreting  a  similar  phrase  the  United  States  Supreme  Court  has  said : 
"  The  words  '  current  rate  of  wages '  do  not  denote  a  specific  or  definiter 
sum."  {CovnaUy  v.  General  Comtruction  Co.,  269  U.  S.  385;  1926.)  One 
Secretary  of  Labor  might  adopt  one  idea  as  to  what  constitutes  tlie  prevalent 
wage  and  his  successor  might  supply  a  totally  different  yardstick.  No  adequate 
standard  is  provided  in  this  bill. 

2.  Or  what  is  a  "substantially  less  favorable"  wage?  One  percent  less,  2 
percent  less,  5  percent  less,  10  percent  less,  or  25  percent  less?  Here  again 
under  the  bill  as  now  worded  every  Secretary  of  Labor  might  apply  a  different 
standard. 

3.  Or  what  is  a  "reasonable"  subsistence?  Shall  we  apply  an  arbitrary 
standard  for  the  entire  country?  Or  shall  we  apply  a  separate  standard  for 
each  State?  But  even  in  States  there  are  wide  variations  In  living  standards 
from  State  to  State. 

The  United  States  Bureau  of  Labor  Statistics  has  made  no  budgetary  survey 
of  living  costs  since  1918,  and  the  predecessor  of  the  present  Commissioner 
of  Labor  Statistics  declared  that  the  present  Bureau  figures  as  to  living  costs 
in  only  DO  localities  lack  "  the  accuracy  which  is  essential  to  their  usefulness." 
This  lii'l  provides  no  standard  for  determinations  of  what  is  "reasonable." 

4.  Oi  take  the  comparatively  simple  (luestiou  as  to  what  is  a  "  locality." 
This  is  not,  as  I  gather  it,  a  penal  statute,  but  certainly  we  should  at  least 
try  to  have  as  much  accuracy  and  defiuiteness  in  a  bill  of  this  sort  as  is 
required  in  penal  statutes.  Upon  the  meaning  of  the  word  "  locality "  the 
United  States  Supreme  Court  has  said  (ibid.)  : 

"Additional  obscurity  is  imparted  to  the  statute  by  the  use  of  the  qualifying 
word  '  locality."  Who  can  say,  with  any  degree  of  accuracy,  what  areas  con- 
stitute the  locality  wliere  a  given  piece  of  work  is  being  done  *  *  *  in 
other  connections  or  under  other  conditions  the  term  '  locality '  might  be  defi- 
nite enough,  but  not  so  in  a  statement  impo.sing  criminal  penalties." 


CONCLUSION 


Mr.  Chairman,  we  submit  in  conclusion  that  measures  designed  to 
establish  permanent  economic  and  social  sj^stems  should  receive  most 
careful  consideration.  We  pledge  our  full  cooperation,  wherever  it 
may  be  desired,  to  this  committee  in  its  study  of  the  problems  pre- 
sented in  the  pending  bill.  These  problems  are  so  extremely  com- 
plicated that  they  really  require  and  justify  months  instead  of  weeks 
of  analysis. 

We  fully  appreciate  the  seriousness  with  which  this  measure  is 
being  reviewed  by  your  committee,  and  deprecate  any  attempt  to 
hurry  the  committee  to  a  definite  favorable  recommendation  of  a 
substantially  unchanged  bill.  Daniel  Webster  in  discussing  a 
measure  of  similar  import  well  said,  in  effect,  that  "  it  would  be 
better  to  have  no  bill  than  a  bad  bill." 
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This  bill  has  three  principal  divisions:  (1)  the  establishment  of 
a  permanent  Federal-State  old-age  assistance  system,  which  is  de- 
sired in  part,  however,  to  also  relieve  the  present  emergency  situa- 
tion; (2)  the  establishment  of  a  permanent  Federal  contributory 
old-age  pension  plan;  (3)  the  creation  of  a  permanent  Federal-con- 
trolled system  of  State  unemployment  compensation,  neither  of  the 
latter  two  having  any  possible  beneficial  result  in  the  relief  of  pres- 
ent distress  and  indigency. 

The  Federal  standards  set  up  for  the  proposed  State  unemploy- 
ment compensation  laws  are  both  inadequate  and  in  opposition  to 
lessons  learned  from  foreign  experience. 

The  unemployment  compensation  tax  proposed  ignores,  moreover, 
the  fact  that  additional  cost-increasing  burdens  should  not  be  im- 
posed on  industry  until  farm  buying  power  increases. 

The  Federal  contributory  old-age  pension  system  raises  questions 
of  actuarial  solvency,  of  investment  of  funds,  of  stability  of  Federal 
financing,  of  possible  raids  on  reserve  funds,  of  whether  this  gener- 
ation should  arbitrarily  compel  future  generations  to  bear  our 
burdens — all  questions  of  such  extreme  gravity,  surely,  that  they 
merit  long  and  calm  review. 

This  bill  permits  arbitrary  Federal  attempts  to  control  both  liv- 
ing standards  and  wages  in  every  part  of  the  country. 

This  bill,  as  it  has  been  formulated  and  presented  to  your  com- 
mittee, not  only  necessitates  an  elaborate  administrative  system  and 
is  filled  with  vaguely  defined  standards,  but  it  violates  principles 
enunciated  by  the  President,  disregards  opinions  of  actuaries  con- 
sulted by  the  Economic  Security  Committee,  and  in  many  important 
respects  disregards  advice  tendered  upon  request  to  the  Economic 
Security  Committee  by  its  advisory  council. 

Finally,  Senators,  we  commend  to  your  attention  the  belief  by 
Edmund  Burke  that  it  is — 

Better  to  be  despised  for  too  anxious  apprehensions  tlian  ruined  by.  too 
confident  security. 

The  Chairman.  The  next  witness  is  Benjamin  C.  Marsh,  of  Wash- 
ington, D.  C,  representing  The  People's  Lobby. 

STATEMENT    OP    BENJAMIN    C.    MAESH,    REPRESENTING    THE 
PEOPLE'S  LOBBY,  WASHINGTON,  D.  C. 

Mr.  Marsh.  Mr.  Chairnian  and  members  of  the  committee,  I  ap- 
pear on  behalf  of  The  People's  Lobby  and  would  like  to  make  some 
comments  on  this  bill,  with  your  permission. 

I  want  first  to  discuss  the  general  principles  involved,  but  to  point 
out  that  in  our  judgment  the  bill  should  not  be  called  a  security 
bill  or  social-security  bill  for  two  reasons :  The  first  is  that  you  can- 
not make  any  individual  secure  in  the  unstable  insecure  situation  in 
America  today,  which  is  daily  getting  worse  and  more  precarious. 
The  only  thing  that  is  preventing  a  complete  collapse  is  the  fact  that 
the  Government  is  continuing  the  policy  inaugurated  under  Presi- 
dent Hoover — I  am  going  to  be  frank  and.  not  play  any  politics — 
of  giving  Government  credit  to  maintain  values  which  are  water 
in  the  main.  The  proposed  banking  bill  premits  a  complete  shift  in 
the  whole  banking  policy  of  the  country  under  which  banking  de- 
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posits  were  supposed  to  be  liquid,  peruiits  hanks  in  order  to  enable 
them  to  earn  a  profit  api^arently,  to  go  into  mortgage  business  and 
to  loan  75  percent  of  the  actual  value  of  real  estate,  which,  of 
course,  is  a  wild  guess,  since  the  present  value  in  homes,  cities  and 
farms,  is  two  to  three  times  what  the  people  can  stand. 

No  citizen  is  more  secure  than  the  economic  system  of  which  he  is 
a  part.  That  this  fact  is  appreciated  is  indicated,  I  may  say,  because 
last  week,  Saturday,  I  spoke  for  20  minutes  in  a  coast-to-coast  hook- 
up on  the  N.  B.  C.  We  have  gotten  in  around  1.400  letters  already 
from  about  30  States  expressing  appreciation  of  tlie  very  thought 
I  have  given  today. 

But  if  you  are  going  to  attempt  to  have  security  of  any  sort  it 
cannot  be  done  as  this  bill  contemplates.  The  words  "  unemploy- 
ment insurance  ",  as  far  as  security  is  concerned,  is  a  misnomer. 
It  cannot  be  put  on  an  actuarial  basis.  We  cannot  rely  upon  any 
individu^il  employer  continuing  in  business  for  a  stated  time,  and 
you  cannot  hold  him  responsible,  unfortunately,  to  maintain  people 
if  he  is  bankrupt  himself. 

The  seriousness  of  the  situation  is  entirely  ignored  in  the  Wagner 
bill,  and  1  am  going  to  quote  a  little  from  the  report  of  the  com- 
mittee on  economic  security  which  was  headed  by  Secretary  of  Labor 
Perkins,  as  chairm^in,  and  the  other  members  I  think  you  all  know. 

On  page  2  of  that  report  the  statement  is  made  that  at  least  one- 
third  of  all  of  our  people,  upon  re^iching  old  age,  are  dependent  upon 
others  for  support,  and  less  than  10  percent  leave  an  estate  upon 
death  of  sufficient  size  to  })robate.  Of  course,  if  they  do  not  leave 
an  estate  of  sufficient  size  to  be  probated,  that  means  that  they  have 
not  enough  to  live  on  and  the  income  from  it. 

Further  on  they  state  : 

The  one  almost  all-embrncing  measure  of  security  is  an  assured  income.  A 
proiri'mn  of  economic  security,  as  we  vision  it.  must  have  as  its  primary  aim  the 
assurance  of  an  adequate  income  to  eacli  liuman  bcins:  in  childhood,  youtli, 
middle  aye,  or  old  age — in  sickness  or  in  iiealth.  It  must  provide  safeguards 
against  all  of  the  hazards  leading  to  destitution  and  dependency. 

This  bill  ignores  all  of  these  principles.  I  will  give  some  more 
brief  references  from  this  connnittee's  report  on  this  bill.  It  is  en- 
titled to  be  called  a  swindle  on  the  American  people.  It  saj^s:  "In 
]9->0  there  were  nearly  6.500.000  people  over  65  years  of  age  in  the 
country,  representing  5.4  percent  of  the  entire  population.  *  *  * 
It  is  predicted,  on  the  basis  of  the  present  population  trends,  that  by 
1940  6.3  percent  of  the  popidation  will  be  65  years  of  age;  by  1960, 
9.3  percent ;  and  by  1975,  10  percent,"' 

Further  on  the  same  page  it  says  that  "'  The  number  of  old  people 
now  in  receipt  of  charity  is  probably  in  excess  of  1,000.000."  And 
further.  "At  this  time  a  conservative  estimated  is  that  at  least  one- 
half  of  the  ajjproximately  7^2  million  people  over  65  years  now  living 
are  dependent."' 

Taking  those  two  statements  together,  you  will  realize  that  Ave  will 
take  conservatively  3,750,000  peoi)le  are  tlei)endent,  only  1,000,000  are 
being  taken  care  of  by  public  charity,  and  that  means  2,750,000  people 
are  dependent  for  existence  in  this  wealthiest  country  in  the  world 
upon  spcjnging  upon  their  relatives.  How  much  money  would  be 
necessary  in  order  to  take  care  of  them  ^     Thev  make  an  estimate 
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also  which  is,  in  my  judgment,  very  striking — I  don't  know  how  it 
escaped  public  notice  as  much  as  it  has — they  say  at  page  25 : 

Men  who  reach  65  years  still  have  on  the  average  11  or  12  years  of 
life  before  them ;  women  15  years.  A  man  of  65  to  provide  an  income 
of  $25  per  month  for  the  rest  of  his  life  (computing  interest  at  3 
percent)  must  have  accumulated  approximately  $3,300;  a  Avoman 
nearly  $3,600.  If  only  this  amount  of  income  is  allowed  to  all  of  the 
people  of  65  years  and  over,  the  cost  of  support  of  these  aged  would 
represent  a  claim  upon  current  national  production  of  $2,000,000,000 
per  year. 

How  much  does  this  bill  carry  ?  We  have  not  got  the  exact  figures, 
I  concede,  but  the  estimate  was  made  as  to  how  much  would  be  paid 
out  under  this  bill.  I  believe  the  highest  is  $125,000,000  by  the 
Federal  Government^ — $50,000,000.  or  something  like  that,  to  start  on, 
and  if  they  paid  the  full  amount  of  $125,000,000  and  the  same  amount 
was  duplicated  by  the  States,  you  would  have  $250,000,000,  and  this 
committee  on  economic  security  says  that  the  support  of  the  aged 
would  represent  a  claim  upon  current  national  production  of  $2,000,- 
000,000  a  year. 

Another  point  I  would  like  to  make  from  this  committee's  report 
on  economic  security,  the  President's  committee,  it  says  that  there 
are  300,000  dependent  and  neglected  children,  500,000  people  who 
are  physically  handicapped,  200,000  who  come  as  delinquents  an- 
nually before  the  courts,  and  75,000  illegitimate  children  born  every 
year.  They  also  make  the  statement  that  there  are  at  the  moment 
over  7,400,000  children  under  16  years  of  age  on  relief  rolls. 

And  what  is  the  proposal  of  the  Committee  on  Economic  Se- 
curity? I  do  not  mean  to  criticize  individuals,  but  this  bill  can 
only  be  construed  and  described,  and  as  I  told  the  Committee  on 
Ways  and  Means,  as  the  President's  bill  for  insecurity  to  evade 
responsibility  for  unemployment.  It  is  that  ]3recisely.  It  attempts 
to  pass  to  the  States  responsibility  for  the  unemployed,  although  the 
Federal  Government  now  for  nearly  2  years,  and  this  administration 
has  been  telling  us  not  that  prosperity  was  around  the  corner,  upon 
which  millions  of  people  waxed  fat  under  the  Hoover  administra- 
tion, that  prosperity  is  here.  It  attempts  to  compel  the  States  to 
establish  State  unemployment-insurance  systems,  which  is  thoroughly 
impractical — the  Stales  cannot  be  held  responsible  for  that. 

There  is  only  one  honest  thing,  and  every  member  of  this  commit- 
tee knows,  for  any  administration  to  do — I  don't  care  whether  it  is 
Republican  or  Democratic  or  Communist  or  Socialist — the  Federal 
Government  or  the  so-called  "  government "  of  every  country  has  to 
maintain  its  people. 

I  have  been  this  past  summer  in  the  four  Scandinavian  countries ; 
also  in  Russia,  in  Germany,  France,  and  England.  Despite  the  pov- 
erty, relatively,  of  most  of  those  countries,  their  national  govern- 
ments are  accepting  the  responsibility  of  seeing  that  people  have 
either  relief  or  employment.  Our  Federal  Government,  on  the  con- 
trary, is  refusing  to  do  this,  and  is  attempting  to  pass  to  the  States 
the  major  responsibility  for  the  inevitable  collapses  of  the  stupid 
policies  euphemistically  designated  "  the  new  deal  "  that  is  shown 
in  their  passing  the  buck,  to  use  polite  language,  or  attempting  to 
place  the  responsibility  upon  the  State  government.     Of  course,  it  is 
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futile  to  continue  the  policy  we  have  up  to  date  of  taxing  the  poor 
to  maintain  the  starving.  The  results  of  continuing  this  for  some 
time,  and  it  is  what  we  have  been  doing  for  quite  a  bit  of  time,  is 
that  you  are  crowding  the  people  of  moderate  means  into  the  ranks 
of  the  unemployed. 

I  would  like  to  call  to  your  attention  that  under  the  President's 
so-called  "  security  plan  ",  which  we  designate  correctly  as  the  "  in- 
security plan  ",  the  total  outlay  of  the  Federal  Government  for  the 
fiscal  year  1936  will  be,  in  round  figures,  $100,000,000  as  estimated  by 
the  New  York  Times,  of  these  following  items :  Old  age,  $50,000,000 ; 
imemployment  insurance,  about  $5,000,000 ;  mothers'  assistance,  $25,- 
000,000;  maternal  and  child  health,  $4,000,000;  crippled  children, 
$4,000,000;  child  welfare,  $1,500,000;  public  health,  $10,000,000. 
Each  succeeding  year  after  1936  the  aggregate  is  going  to  be  in  the 
neighborhood  of  $220,000,000  under  this  plan,  but  you  will  see  that 
really  the  total  unemployment  insurance  the  first  year,  $5,000,000, 
amounts,  if  you  have  10,000,000  people,  to  50  cents  a  year.  I  tell  you 
that  any  administration  that  thinks  that  50  cents  a  year,  any  admin- 
istration that  thinks  that,  is  not  entitled  to  be  perpetuated  in  office 
because  after  next  year  they  get  $5  apiece,  and  we  are  spending 
billions  today  and  not  providing  decent  standards  of  existence  for 
them  today. 

Senator  Hastings.  Are  you  not  misinterpreting  what  is  meant  by 
that  $5,000,000? 

Mr.  Marsh.  That  is  the  Federal  Government's  contribution  for 
the  unemployment  insurance  fund. 

Senator  Hastings.  It  is  not  expected  that  that  $5,000,000  will  do 
anything  more  than  h$lp  get  the  plan  started.  It  is  not  intended  to 
be  distributed  among  the  unemployed  as  you  suggest. 

Mr.  Marsh.  I  pointed  out  that  you  cannot  put  this  on  an  actuarial 
basis;  it  is  out  of  the  question.  The  Government  has  got  to  insure 
its  people  or  they  are  going  to  starve,  5,000,000  of  them  for  the  next 
7  years,  and  I  am  going  to  read  to  you,  if  I  may,  the  figures  from 
the  British  experiment. 

Senator  Hastings.  I  just  did  not  want  the  record  to  show  a  clear 
misinterpretation  on  your  part  of  what  the  administration  expects 
to  do  with  that  $5,000,000  when  you  talk  about  it  being  50  cents  a 
year  for  the  unemployed. 

Mr.  Marsh.  My  point  was  this,  and  I  would  hold  the  same  thing 
exactly  if,  when,  and  as  the  Republican  Party  comes  back  into  power, 
that  the  Government  has  got  to  provide  work  or  we  are  going  to  have 
an  army  of  5  to  6  million  unemployed  for  years,  or  it  has  got  to 
maintain  them. 

Senator  Couzens.  We  know,  of  course,  that  you  are  against  the 
bill,  but  will  you  tell  us  what  your  solution  would  be?  I  think  that 
would  abbreviate  the  situation,  would  it  not? 

Mr.  Marsh.  I  thought  you  might  be  more  inclined  to  accept  my 
solution  if  I  pointed  out  the  necessity  for  it.    If  that  is  admitted 

Senator  Couzens  (interposing).  I  think  it  is  a  reflection  upon  the 
committee  that  we  do  not  know  the  situation.  We  would  like  to 
know  what  you  would  do. 

The  Chairman.  Mr.  Marsh,  I  would  like  to  ask  you  how  much 
time  you  will  take  this  morning? 

Mr.  Marsh.  About  10  minutes  more  if  you  can  grant  it. 
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The  Chairman.  That  is  all  right.  May  I  say  that  these  matters 
you  want  to  read  from,  if  you  will  mark  them  and  just  give  them 
to  the  stenographer  so  that  you  can  point  out  constructively  what 
you  would  do  under  the  circumstances. 

Mr.  Marsh.  Surely. 

The  Chairman.  So  that  you  can  elaborate  in  that  way  if  you 
want  to. 

Mr.  Marsh.  May  I  read  in  an  article  from  the  New  York  Times 
of  Sunday,  February  10,  on  social  security,  what  the  nations  have 
done,  countries  that  have  pioneered  in  the  field  ? 

Senator  Couzens.  Why  not  put  it  in  the  record?  Most  of  us 
have  read  it. 

Mr.  Marsh.  If  I  may ;  yes. 

The  Chairman.  Do  you  want  it  all  to  go  into  the  record? 

Mr.  Marsh.  It  covers  several  countries,  and  I  think  it  is  really 
a  very  strong  statement. 

[Reprinted  from  the  New  York  Times,  Feb.  10,  1935] 

FOR  SOCIAL  SECURITY:  WHAT  THE  NATIONS  DO— REPORTS  FROM 
CAPITALS  OF  COUNTRIES  WHICH  HAVE  PIONEERED  IN  THE  FIELD 
THE  UNITED  STATES  NOW  ENTERS 

With  the  eyes  of  the  Nation  focused  on  the  President's  social-security  pro- 
posals, the  experience  of  other  countries  in  the  field  of  unemployment,  old-age 
and  health  insurance  becomes  of  intense  interest  to  the  United  States. 

In  Great  Britain  a  wide  system  of  social  insurance  is  now  taken  for  granted. 
In  Germany,  too,  there  are  a  number  of  compulsory  measures.  A  more  limited 
program  is  in  effect  in  France.  Social  insurance  has  been  fostered  in  such 
countries  as  Italy  and  Uruguay,  while  in  Austria  some  setbacks  are  now 
believed  probable. 

In  submitting  his  program  to  Congress  President  Roosevelt  pointed  out  tliat 
his  plans  did  not  attempt  to  achieve  the  millenium  immediately.  His  proposals 
included:  (1)  Immediate  protection  of  the  needy  aged  (above  65)  through 
free  pensions  not  to  exceed  $30  a  month;  (2)  a  national  system  of  compulsory 
contributory  old-age  insurance ;  financed  equally  by  employers  and  employees 
without  Government  participation;  (3)  a  system  of  voluntary  annuities  for 
those  in  higher  income  groups;  (4)  a  system  of  unemployment  insurance, 
financed  by  a  3-percent  tax  on  pay  rolls;  (5)  Federal  grants  to  States  for 
assisting  widows  and  children. 

For  comparison  with  the  American  plan  the  significant  facts  about  tbe  social 
legislation  of  important  countries  are  pointed  out  in  the  dispatches  which 
follow. 


Britain's  Laws  Extensive — Social  Seciubity  Progr-^m   Has   Be!I':n   Built  Up 

Since  1908 

[Wireless  to  the  New  York  Times] 

London,  February  7. — The  British  State  pension  and  insurance  systems  for 
social  security  had  their  origin  in  the  Old  Age  Pension  Act  of  190'8,  for  which 
David  Lloyd  George  was  responsible  in  his  capacity  as  Chancellor  of  the  Ex- 
chequer. 

England  is  only  3  decades  ahead  of  the  United  States  in  welfare  legislation 
of  national  scope  and  financing,  but  already  takes  her  expenditures  of  public 
funds  to  offset  poverty  as  a  matter  of  course.  The  fact  that  Britain  weathered 
through  the  depression  of  recent  years  without  violence  or  threats  of  revolu- 
tion is  attributed  chiefly  to  the  automatic  State  aid  by  which  everybody  is 
•cushioned  against  economic  disaster. 

Unemployment  insurance  began  in  1911  as  a  second  step  after  old-age  pen- 
sions. The  first  unemployment-insurance  law  was  of  modest  dimensions,  apply- 
ing only  to  a  few  selected  trades,  like  shipbuilding  and  house  construction, 
which  had  seasonal  slack  periods  each  year.  This  covered  only  about  2,000,000 
workers. 
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THE  REVISKI>  LAW 

After  the  war  this  hiw  was  revised  to  extend  its  provisaons  to  nearly  all 
wafje-earning  croiips  except  auricuitural  workers  and  domestic  servants.  Now 
it  covers  nearly  18.000,000  workers  between  the  a«e.s  of  14  and  6."),  for  all  of 
whom  the  insurance  is  compulsory.  The  weekly  contribution  from  employer 
and  employee  is  Is  Sd  (41  cents),  to  which  is  added  lOd  (20  centsi)  by  the 
Exchequer. 

The  weekly  benefits  ever  a  period  ot  26  weeks  of  enforced  idleness  are  17 
shillings  (.$4!25)  for  men  and  .$8.75  for  women.  There  is  an  additional  allow- 
ance of  .$2.25  for  each  adult  dependent  and  75  cents  for  each  child. 

The  receipts  from  employers  and  employees  in  1938.  the  latest  year  for 
which  full  statistics  are  available,  were  £88.098,814  (.$190,491,.17ti).  The  Ex- 
chequer contributed  f  1.918.228.  But  the  State  had  to  saipplement  that  by  a 
further  payment  of  £58,78.">.682  to  take  care  of  workers  who  had  become  dis- 
qualified by  nonpayment  of  premiums  through  long-continued  periods  of 
idleness. 

MORE    AID    PLANNED 

New  legislation,  which  went  into  effect  this  year  for  unemployment  assist- 
ance apart  from  insurance,  was  intended  to  relieve  the  strain  on  the  over- 
burdened insurance  fund.  There  are  about  17,000.000  persons  within  the  scope 
of  the  new  assistance  scheme,  although  the  Government  estimates  that  only 
3,000,(X)0  will  actually  need  assnstance  at  any  one  time.  This  law  is  primarily 
to  abolish  the  old  poor-law  system,  locally  administered. 

The  allowances  granted  under  the  new  ass'stance  law  are  $6  weekly  for 
husband  and  wife,  $4  for  a  single  man  and  .$8.50  for  a  single  woman. 

After  a  month  the  Government  announced  that  the  machinery  under  the 
new  law  was  defective  and  promised  that  in  no  case  would  recipients  under 
the  old  system  receive  less  than  under  the  new.  Complaints  had  been  made 
that  the  attempt  to  set  up  a  national  standard  had  w(u-ke(l  hardship  in  many 
instances;  that  the  rent  allowances  were  too  low  (7  shillings  6  pence — $1.87 
per  week — standard)  ;  that  tribunals  to  hear  individual  grievance'^  v.-ere  still 
lacking  in  s»onie  cases.  It  was  believed  possible  that  the  rent  allowance  would 
be  increased  and  the  family  means  test  modified  or  repealed. 

Another  new  law  to  be  enacted  this  year  will  provide  compulsory  unemploy- 
ment insurance  for  agricultural  laborers^,  estimated  lo  number  750,000.  The 
weekly  contributions  to  this  scheme  are  8  cents  each  from  employer,  employee, 
and  exchequer.  The  benefits  recommended  are  $8  for  a  man,  with  $1.62  for  his 
wife,  and  50  cents  for  each  child. 

Compulsory  health  insurance  was  established  for  all  persons  earning  not 
more  than  £2.50  ($1,250)  yearly  about  the  same  ;ime  as  unemployment  insurance. 
The  employer  pays  into  the  fund  weekly  37  cents  for  each  man  and  27  cents  for 
each  woman  employed  ;  of  this  cost,  hov.ever,  he  may  get  back  IS  cents  and  12 
cents  respectively  hy  deductions  from  pay  rolls.  The  benefits  incluile  free  medi- 
cal treatment,  a  sickness  benefit  for  men  of  $3.75,  with  $3  for  women,  and  $10 
weekly  maternity  benefit. 

Old-age  pensioners  receive  $2.50  weekly  under  a  contributory  system  from  65 
to  70,  then  come  under  a  noncontributory  system,  receiving  $2.50  if  their  private 
re.sources  do  not  exceed  .$315  yearly,  grading  down  to  no  pension  if  their 
resources  are  $500.  There  are  about  400,000  widows  receiving  pensions  under 
the  contributory  scheme  and  350,000  getting  l)enefits  for  which  they  contributed 
nothing. 


Six   Schemes  in   Germany — Joint  Contributions  the  Rxn.E  in   Compulsort 

Insurance  Plans 

[Wireless  to  the  New  York  Times] 

Berfjn,  February  7. — There  are  six  kinds  of  compulsory  insurance  in  Ger- 
many. They  are  for  illness,  accident,  disability,  unemployment,  office  em- 
ployees, and  a  special  mine  union  insurance.  All  are  either  managed  or  super- 
vised by  the  Government. 

Illiness  insurance  embraces  all  workers,  oflRce  employees,  journeymen,  ap- 
prentices, and  domestic  help  earning  less  than  3,600  marks  (.$1,440)  a  year.     It 
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pi'ovides  sick  money  beginning  on  the  fourtii  day  of  illness  and  continues  until 
tlie  twenty-sixth  weeli  of  medical  attention.  It  includes  assistance  1o  women 
about  to  become  motliers.     In  case  of  death  it  provides  burial  money. 

Funds  are  raised  by  contributions  according  to  wages  by  the  insured  person, 
who  contributes  two-thirds,  and  his  employer,  who  pays  one-third.  Office  em- 
ployees, liowever,  are  entitled  to  6  weeks'  salary  from  their  employers  before  the 
sick  money  becomes  due. 

HAZAEUOUS    OCCUPATIONS 

Accident  insurance  includes  persons  in  particularly  hazardous  occupations, 
such  as  factory  workers,  miners,  druggists,  hospital  attendants,  chimney  sweeps, 
window  cleaners,  and  butchens.  It  provides  about  the  same  benefit  as  illness 
insurance.  In  the  case  of  fatal  accidents  it  provides  burial  money  of  50  marks 
($20)  minimum  and  a  pension  for  the  families.  The  cost  of  this  insurance  is 
levied  on  employers  only. 

Office  employees'  insurance  is  compulsory  disability  and  old-age  insurance 
for  all  office  employees  earning  less  than  7,200  marks  ($2,880)  a  year.  Contribu- 
tions are  made  by  pasting  stamps  in  a  book,  employees,  and  employers  each 
paying  half  the  cost.  After  having  contributed  for  a  minimum  of  60  months  the 
insured  is  entitled  to  a  pension  after  the  age  of  65  or  earlier  in  the  case  of  50' 
percent  disability.  In  addition  tli«  insurance  pflys  the  cost  of  prolonged  treat- 
ments and,  in  cases  of  death,  pensions  to  the  families. 

DISABILITY    INSURANCE 

Disability  insurance  is  applied  to  all  members  in  the  illness  insurance  system 
who  are  not  under  the  office  employees'  insurance  and  in  general  provides  the 
same  benefits  and  calls  for  the  same  contributions  of  proportional  wages  as  the 
latter  except  that  for  persons  under  65  years  of  age  only  those  who  are  two- 
thirds  disabled  are  paid. 

Unemployment  insurance  embraces  all  those  who  belong  to  the  illness  or 
office  employees'  insurance  systems  except  domestic  help  and  agricultural  labor. 
It  provides  benefits  amounting  roughly  to  half  the  weekly  wage  for  36  days  and 
may  be  extended  to  20  weeks  if  the  insured  is  destitute.  Employers  and 
employees  each  pay  half  the  cost. 

Mine  union  insurance  applies  to  all  employees  engaged  in  the  mining  indus- 
try and  comprises  illness,  pension,  disability,  and  office  employees'  insurance. 

The  above  insurance  systems  apply  to  all  private  business.  Civil  service 
officials  and  employees  have  their  own  illness  and  pension  insurance  system, 
from  which  the  Government  deducts  appropriate  amounts  from  their  salaries. 


Various  Forms  in  France — Sickness,  Mateknity,  Old  Age  and  Death  Are 

Insured  Against 

[Wireless  to  the  New  York  Times] 

Paris,  February  7. — Social  insurance  covering  sickness,  maternity,  old  age, 
and  death  became  compulsory  in  France  by  tWe  act  of  A,pril  5,  1028,  which 
was  finally  carried  through  parliament  by  Pierre  Laval,  now  Minister  of 
Foreign  Affairs.  All  employees  receiving  less  than  15,000  francs  ($975)  a  year, 
or  less  than  18,000  ($1,170)  in  certain  areas,  are  insured. 

Employers  and  employees  each  contribute  to  the  funds  in  the  proportion 
of  5  percent  of  total  salary  paid.  Payment  is  usually  made  by  afl3xing  stamps 
to  the  social  insurance  cards.  The  State  contributes  from  budget  750,000,000 
francs  ($48,250,000)  under  different  headings. 

Insurance  is  supposed  to  cover  medical  attention  and  pharmacy  bills.  It 
is,  however,  in  actual  experience  rarely  that  this  is  done.  After  6  days'  illness 
and  for  6  months  thereafter  the  insured  person  is  entitled  to  half  salary.  At 
the  end  of  6  months  invalid  employees  who  have  been  contributors  to  the 
scheme  for  2  years  are  entitled  to  a  pension. 

OLD-AGE    payments    VARY 

Old-age  pensions  are  provided  from  the  age  of  60  years,  or  55  in  cases 
where  the  employee  has  paid  contributions  regularly  since  the  age  of  16  The 
amount  of  pension  is  based  on  the  salary  and  amount  of  contributions  to  the 
•scheme. 
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Heirs  of  insured  people  have  the  right  to  a  small  capital  repayment  in  the 
event  of  the  death  of  the  insured. 

Emplo3'ed  women  may  receive  half  salary  during  6  weeks  previous  to  and  6 
weeks  following  the  hirth  of  a  child. 

There  is  no  State  unemployment  insurance  in  France. 


Movement  Gains  in  Italy— Social  Insltean'oe  Divided  Into  Four  Main 

Branches 

[Wireless  to  the  New  York  Times] 

Rome,  February  7.— Social  insurance  has  received  great  impetus  in  Italy  dur- 
ing the  last  few  years.  As  conceived  here  it  includes  four  main  branches — 
accident,  old-age,  tuberculosis,  and  unemployment  insurance.  These  are  com- 
plemented by  the  Institute  for  Maternity  and  Infancy,  which  renders  valuable 
assistance  to  mothers  before,  during,  and  after  childbirth. 

Accident  insurance  is  a  monopoly  of  the  National  Fascist  Institution  for  In- 
surance against  Labor  Accidents.  It  is  obligatory,  and  the  premiums,  which 
are  paid  entirely  by  employers,  vary  according  to  vocation  and  average  about 
10  percent.  Benefits  include  lump-sum  compensation  for  lost  wages  in  cases  of 
accident,  or  pensions  in  cases  of  total  or  partial  permanent  disability  or  death. 

The  three  other  branches  are  concentrated  in  the  National  Fascist  Institution 
for  Social  Insurance.  The  insurance  is  compulsory  and  premiums  are  paid  in 
equal  shares  by  employers  and  workers.  The  premiums  vary  according  to  the 
weekly  wage  and  average  about  10  percent.  .    ,       u  • 

About  one-quarter  goes  for  unemployment  insurance,  the  remainder  being 
divided  equally  between  tuberculosis  and  old-age  protection. 

Those  insured  against  unemployment  number  about  4,000,000,  agricultural 
workers  being  excluded.  Persons  receiving  benefits  average  250,000  throughout 
the  year.  In  connection  with  this  scheme  there  are  professional  schools,  free 
employment  agencies,  a  national  committee  for  internal  immigration  to  encour- 
age unemployed  persons  to  move  to  provinces  where  workers  are  lacking, 

FBEE2   MEDICAL   OAEE 

The  proceeds  of  tuberculosis  insurance  are  largely  employed  in  the  construc- 
tion of  hospitals,  a  program  providing  for  20,000  beds  being  well  on  the  way 
toward  completion.    An  average  of  40,000  cases  receive  free  medical  attention 

yearlv 

About  6,000,000  persons  are  insured  under  the  old-age  scheme.  Persons  re- 
ceiving pensions  number  380.000,  while  60,000  new  persons  qualify  each  year. 
Annual  pensions  average  1,000  lire  (about  $120).  r.     ^   Anr^nn 

Through  legislation  for  the  care  of  maternity  and  infancy  about  4U.uuu 
mothers' receive  financial  help,  and  an  average  of  30,000  receive  free  medical 
attention  annually.  ,  .  ,  .  ^^^ 

Other  provisions  for  social  protection  include  compulsory  sickness  insurance, 
appliPfl  at  present  only  to  seamen,  airmen,  and  persons  employed  in  the  trades, 
but  which  it  is  hoped  will  soon  be  extended  to  all  workers. 


Deficit  in  Austrian  Funds— Clerks'  Union  May  Have  To  Pay  20  Percent 

OF  Wages 

[Wireless  to  the  New  York  Times] 

ViKNNA  February  7.— Although  Austria  has  experienced  a  counterrevolution 
in  the  past  vear  which  resulted  in  the  abolition  of  the  republican  constitution 
jiiid  parliamentary  democracy,  social  legislation  has  not  yet  been  greatly 
affected. 

Basic  reforms  are  pending  for  overcoming  the  deficit  in  old-age  pension 
funds  which  alone  amount  to  approximately  44,000,000  schillings  $8,360,000), 
and  to  transfer  responsibility  for  sickness  insurance  from  the  state  to  em- 
ployees and  employers.  It  is  unofficially  reported  that  the  contributions  of 
both  employers  and  employed  will  be  increased  as  the  services  decrease. 

The  clerks'  insurance  fund  faces  an  anticipated  deficit  of  33,000,000  schillings 
($6,270,000)   for  1935.     It  is  believed  that  contributions  will  be  increased  to 
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the  high  figure  of  20  percent  of  salaries,  employers  and  employed  each  to  pay 
half. 

Payments  for  illness,  unemployment,  and  old  age  are  to  be  reduced.  The 
discontented  victims  declare  that  this  is  due  to  the  Fascist  government's  vast 
expenditure  for  troops  and  police  and  the  abolition  of  various  luxury  taxes 
imposed  on  wealthy  Viennese  by  the  former  Socialist  administration.  But 
long  before  the  counterrevolution  the  deficit  was  growing  apace  as  a  result  of 
the  steadily  increasing  unemployment  and  the  falling  standard  of  living. 

Sickness  insurance  covers  a  wide  field.  More  than  a  million  and  a  half 
persons  are  insured  and  an  additional  million  family  members  are  entitled  to 
certain  benefits. 

Compulsory  unemployment  insurance  paid  for  by  employers  and  employed 
provides  12  weeks'  benefit  mth  possible  extension  to  30  weeks. 

Universal  old-age  insurance  exists  only  on  paper,  as  the  laws  have  not  been 
put  into  effect  except  for  clerks,  miners,  and  certain  other  categories.  Un- 
employed industrial  workers  receive  allowances  after  60  years  of  age. 


Uruguay  Has   Broad  Plan — Social  Welfare  Provisions   Are  Part   of  the 

Constitution 

[Special  cable  to  the  New  York  Times] 

Montevideo,  February  7. — Uruguay  is  recognized  as  one  of  the  world's  lead- 
ers in  social-security  legislation.  Its  far-reaching  program  of  government 
ownership  and  social  welfare  is  based  on  the  ideal  that  all  citizens  should  be 
employed  by  the  state  during  their  productive  years  and  thereafter  retired  on 
state  pensions. 

Social-security  legislation  here  is  closely  bound  up  with  government  owner- 
ship. There  are  78  items  in  the  combined  program  of  final  objectives ;  45 
items  have  been  embodied  in  social  and  labor  codes. 

The  social-security  laws  have  been  embodied  in  the  new  constitution.  The 
section  on  "  rights,  duties,  and  guarantees "  provides  for  old-age  pensions, 
child  welfare,  state  care  of  mothers,  free  medical  attention  for  the  poor,  work- 
men's accident  insurance,  cheap  dwellings  for  laborers,  and  special  consideration 
for  employed  women  and  children. 

Then  I  would  like  to  give  just  a  brief  summary  of  the  report  of 
the  British  system  in  a  book,  The  British  Attack  on  Unemploy- 
ment, published  recently  by  the  Brookings  Institution  here.  I 
will  just  mark  it  to  save  your  time,  but  they  say  here,  pointing  out 
that  of  the  total  amount  expended  up  to  March  1934  of  $4,486,- 
000,000,  the  employers  and  workers  paid  $2,126,000,000,  and  natur- 
ally the  government  paid  the  rest,  considerably  over  half. 

(The  article  referred  to  is  as  follows:) 

The  British  Attack  on  Unemployment 

Unemployment  insurance  in  Great  Britain  has  brought  benefits  to  industry 
and  the  nation,  which  "  probably  offset  any  disadvantages  arising  from  the 
cost  of  premiums  ",  according  to  a  study  of  the  British  Attack  on  Government, 
by  A.  C.  C.  Hill,  Jr.,  and  Isador  Lubin,  published  by  the  Brookings  Institution 
of  Washington. 

The  book  is  most  timely  In  view  of  pending  social  security  legislation. 

The  authors  term  such  insurance  preferable  to  any  workable  relief  system 
yet  devised  from  the  standpoint  of  maintaining  the  workers'  morale.  Althou.gh 
agreeing  that  "  no  system  of  unemployment  relief  can  completely  escape  the 
danger  of  demoralizing  some  of  its  beneficiaries ",  they  nevertheless  insist 
that,  "  For  every  British  worker  demoralized,  a  score  may  owe  their  self- 
respect  and  ipersonal  integrity  to  national  unemployment  insurance." 

The  authors  report  that  the  British  fund  in  the  14  years  ending  with  March 
1934  had  incurred  a  deficit  of  approximately  $671,000,000,  with  the  pound 
sterling  at  its  old  parity  of  $4.8665.  Of  the  total  cost  of  $4,486,000,000,  employers 
and  workers  paid  $2,126,000,000  and  the  national  government  $886,000,000  in 
premiums.    The  remainder,  excepting  a  $107,000,000  surplus  carried  over  from 
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the  earlier  fund  which  had  existed  since  1911,  came  from  the  treasury.  In 
nil  l.nt  8  of  the  14  vears,  deficits  resulted.  4.  •  ,  i. 

D  sbursements  of  $788,000,000  were  made  by  the  fund  in  furnishing  outright 
Door  relief  rather  than  actual  unemployment  insurance  benefits,  as  the  two 
we%  no  seg -ega  ed  completely.  This  situation  was  brought  about  by  easing 
01  benefit  miuirements.'^  such  payments  were,  in  addition  to  other  large 
expenditures   for   direct   poor    relief,   made    chiefly   by   various    governmental 

^"''Britisrexperience",  the  authors  say,  "clearly  indicates  that  an  unemploy- 
ment insurance  fund  can  maintain  its  financial  solvency  only  by  limiting  the 
Tipriod  of  unemployment  for  which  it  assumes  liabihty. 

Svlenv  That"  the  cost  of  unemployment  insurance  increased  prices  so  as 
to   cri. pie   consumption    and   reduce  exi>orts,   as   has   been   charged   by   some 
emploers    and  assert  the  cost  to  the  employer  has  been  an  "  insignificant 
factor  in  cost  of  production.    For  the  14  years,  they  place  it  at  a  maximum  of 
1  percent  of  the  wage  bill  in  manufacturing  and  mining,  wherein  practically 

"'^T^ie\'^S?d'''''thrbSeAts  which  has  accrued  to  industry  and  to  the  nation  as 
a  result  of  unemployment  insurance  probably  offset  any  disadvantages  arismg 
?rom  tl  cost  of  i.i-Mniums.  Labor  reserves  have  remained  m  fair  condition, 
the  civ  1  peace  has  been  well  preserved,  property  loss  resulting  from  discon- 
ented  labor  has  been  almost  negligible,  and  purchasing  power  for  certain  con- 
lunuMV  gooils  has  been  remarkably  well  maintained.  It  is  peculiarly  significant 
ni^t  ndustries  whieh  rely  on  the  many  small  purchases  of  the  '  rank  and  file  , 
sS  as  the  ma  lufacture  of  tobacco,  furniture,  the  publication  of  newspapers 
and  the  d  stSbution  of  commodities  have  suffered  little  from  unemployment^ 

''  ConsSnt  tinkering  with  the  requirements  for  un(>mployment  benefits  ,  the 
authors  say.  "  has  made  it  impossible  ^.  maintain  the  P.ntish  unemployment- 
insnrance  fund  in  a  state  of  solvency." 

F  1  he  decade  prior  to  1931.  when  the  average  percentage  ot  unemploynieit 
is  ,)  •  ced  bv  the  authors  at  approximately  four  times  that  of  the  previous  half 
century  "suer-essful  governments  permitted  nnemploye<l  persons,  and  even  gave 
fhem  the  legal  right,  to  draw  benefits  from  the  national  unemploymont-insurance 
ft. "1  despite  the  fact  that  they  had  exhausted  legitimate  insurance  claims.  The 
c  it  of  th  s  as  well  as  that  of  other  relaxations,  was  met  by  doubling  premium 
emit.- in  tionsbv  loans  from  the  treasury,  and.  beginning  in  1930.  by  an  outright 
trcasm-y  grant.  ■  Late  in  1931,  a  clear  demarcation  between  insurance  and  relief 
was  made  for  the  first  time."  .,    ,.  ,    ,      .,  ^ 

The  authors  assert  that  the  system,  whereby  contributions  are  made  by  the 
workers,  employers,  and  the  Government,  provides  "  excellent  checks  and  bal- 

^""  Tlie  wa'-e  earner  "  thev  say.  "  realizes  that  if  benefits  are  to  be  extended 
or  conditions  relaxed,  he,  as  well  as  his  employer,  must  deduct  the  additional 
contrbu  ons  from  current  income",  but  they  hold  the  employer  should  con- 
nlme  in  order  that  he  may  pay  "at  least  part  of  the  social  cost  of  preser^•lng 
his  labor  reserves,  of  installing  labor-savingdevices,  of  failing  to  stabilize  pro- 
ducticm    and  of  poor  employment  practices." 

"  The  Treasury  should  contribute  because  unemployment  is  a  public,  as  well 
as  an  industrial,  problem.  Irregular  employment  growincr  out  of  consumer 
whims  and  fads  may  thus,  to  some  extent,  be  paid  for  by  the  consumer  m  the 

^*'Thev^^\s^Slinted  out.  contributions  by  the  State  place  unemployment  result- 
in-  from  such  circumstances  as  blockades,  wars,  embargoes,  discriminatory 
tariffs  or  monetary  instability  on  the  shoulders  of  the  sovereign  power 

Among  the  other  instruments  for  dealing  with  unemployment  in  Great  Britain 
discussed  by  the  autliors  are  public  works,  transferring  of  unemployed  workers 
tV overseas"  colonies  and  possessions  and  the  retraining  of  workers. 

"Relief  works"  savs  the  authors,  "have  been  limited  in  quantity  and  in- 
effectively planned  and  organized."  Many  of  the  public-works  projects  never 
went  bevond  the  blueiMint  stage  and  relief  work  never  provided  employment  for 
mor.'  than  a  small  fraction  of  the  unemployed,  they  add.  ,  .     ^       ^ 

Tlie  failure  of  imblic  works  substantially  to  relieve  unemployment  in  Great 
Britain  is  attributed  among  other  things  to  lack  of  a.lvance  planning  and 
difficulties  encountered  in  taking  over  land  from  private  owners. 

"  Neither  the  .size  of  the  program  nor  its  timing  was  such  as  to  afford  it  an 
opportunity  markedly  to  affect  the  general  industrial  situation  in  the  British 
Isles." 
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I  would  suggest  this.  As  far  as  unemployment  insurance  is  con- 
cerned, that  you  strike  out  practically  everything — I  will  say  every- 
thing after  the  enacting  clause — and  substitute  therefor  the  Lundeen 
bill  (H.  R.  2827)  as  to  the  principles.  There  are  some  changes  I 
would  suggest. 

You  have  got  to  take  care  of  the  people  all  the  time  they  are 
unemployed.  There  is  no  provision  for  them  in  any  bill  except  this 
one,  and  this  is  the  only  bill  so  far  as  I  know  which  provides  that 
compensation  for  disability  because  of  maternity  shall  be  paid  to 
women  8  weeks  previous  and  8  weeks  after  childbirth. 

I  would  like  to  have  that  bill  go  into  the  record. 

The  Chaieman.  All  right.  I  think  it  has  been  put  into  the  record 
once, 

Mr.  Marsh.  I  do  not  want  to  duplicate,  surely. 

The  Chairman.  If  it  has  not  been,  let  it  go  into  the  record. 

Senator  Hastings.  It  is  not  very  long. 

[H.  R.  2827,  74th  Cong.,  1st  sess.] 

A  BILL  To  provide  for  the  establishment  of  unemployment,  old  age,  and  social  insurance, 

and  for  other  purposes 

Be  it  enacted  hy  the  Senate  and  House  of  Representatives  of  the  United  States 
of  America  in  Congress  assembled,  That  this  Act  shall  be  known  by  the  title 
"  The  Workers'  Unemployment  Old  Age  and  Social  Insurance  Act." 

Sec.  2.  The  Secretary  of  Labor  is  hereby  authorized  and  directed  to  pro- 
vide for  the  immediate  establishment  of  a  system  of  unemployment  insurance 
for  the  purpose  of  providing  compensation  for  all  workers  and  farmers  above 
eighteen  years  of  age,  unemployed  through  no  fault  of  their  own.  Such  com- 
pensation shall  be  equal  to  average  local  wages,  but  shall  in  no  case  be  less 
than  $10  per  week  plus  $3  for  each  dependent.  Workers  willing  and  able  to 
do  full-time  work  but  unable  to  secure  full-time  employment  shall  be  entitled 
to  receive  the  difference  between  their  earnings  and  the  average  local  wages 
for  full-time  employment.  The  minimum  compensation  guaranteed  by  this 
Act  shall  be  increased  in  conformity  with  rises  in  the  cost  of  living.  Such 
unemployment  insurance  shall  be  administered  and  controlled,  and  the  minimum 
compensation  shall  be  adjusted  by  workers  and  farmers  under  rules  and  regu- 
lations which  shall  be  prescribed  by  the  Secretary  of  Labor  in  conformity  with 
the  purposes  and  provisions  of  this  Act  through  unemployment  insurance  com- 
missions directly  elected  by  members  of  workers'  and  farmers'  organizations. 

Sec.  3.  The  Secretary  of  Labor  is  hereby  further  authorized  and  directed  to 
provide  for  the  immediate  establishment  of  other  forms  of  social  insurance 
for  the  purpose  of  providing  compensation  for  all  workers  and  farmers  who  are 
unable  to  work  because  of  sickness,  old  age,  maternity,  industrial  injury,  or  any 
other  disability.  Such  compensation  shall  be  the  same  as  provided  by  section 
2  of  this  Act  for  unemployment  insux-ance  and  shall  be  administered  in  like 
manner.  Compensation  for  disability  because  of  maternity  shall  be  paid  to 
women  during  the  period  of  eight  weeks  previous  and  eight  weeks  following- 
childbirth. 

Sec.  4.  All  moneys  necessary  to  pay  compensation  guaranteed  by  this  Act 
and  the  cost  of  establishing  and  maintaining  the  administration  of  this  Act 
shall  be  paid  by  the  Government  of  the  United  States.  All  such  moneys  are 
hereby  appropriated  out  of  all  funds  in  the  Treasui-y  of  the  United  States  not 
otherwise  appropriated.  Further  taxation  necessary  to  provide  funds  for  the 
purposes  of  this  Act  shall  be  levied  on  inheritances,  gifts,  and  individual  and 
corporation  incomes  of  $5,000  a  year  and  over.  The  benefits  of  this  Act  shall 
be  extended  to  workers,  whether  they  be  industrial,  agricultural,  domestic, 
office,  or  professional  workers,  and  to  farmers,  without  discrimination  because 
of  age,  sex,  race,  color,  religious,  or  political  opinion  or  affiliation.  No  worker 
or  farmer  shall  be  disqualified  from  receiving  the  compensation  guaranteed  by 
this  Act  because  of  past  participation  in  strikes,  or  refusal  to  work  in  place 
of  strikers,  or  at  less  than  average  local  or  trade-union  wages,  or  under  unsafe 
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or  unsanitary  conditions,  or  where  hours  are  longer  than  the  prevailing  union 
standards  of"a  particular  trade  or  locality,  or  at  an  unreasonable  distance  from 
home. 

Mr.  Marsh.  Then  let  me  point  out  this  that  you  can  do,  at  least ; 
you  can  arianjje  to  raise  the  revenue — I  will  discuss  that  later — 
if  you  have  a  revenue  revision,  and  1  think  you  have  to,  and  unless 
you  do  you  will  have  bankruptcy  w^ithin  12  months  for  the  Federal 
Government. 

The  New  York  Journal  of  Commerce  points  out  that  the  total 
dividends  and  interest  payments  for  the  5  years  of  the  depression 
were  10  billion  dollars  greater  than  for  the  5  years  before  the  de- 
pression. From  1930  to  1934  the  investor  received  3G  billion  in 
dividends  and  interest.  From  1925  through  1929  he  received  only 
26  billions.  And  that  compares  with  17  billion  for  the  5-year  period 
from  1920  to  1924. 

I  might  say  that  the  chairman  considering  the  Lundeen  bill  has 
accepted  an  a^nendment  to  it  to  provide  for  taxing  liquid  surpluses 
of  corporations  as  well  as  corporation  current  profits  and  personal 
incomes  and  estates. 

Senator  Couzens  has  asked  how  we  would  meet  the  situation. 
Well,  Senator  Couzens,  there  is  no  possibility  in  my  judgment  of 
meeting  the  situation  until  the  Government  goes  into  the  employ- 
ment of  people  generally.  It  will  be  futile  to  do  that  on  the  present 
capitalization.  At  the  close  of  1929,  the  alleged  assets  of  corpora- 
tions were  335  billions.  That  was  about  175  to  190  billions  more 
than  they  should  be.  At  the  end  of  1932,  the  last  figures  we  have, 
they  w^ere  down  only  to  280  billions.  You  have  got  to  squeeze  out 
billions  of  water. 

I  made  the  remark  since  then  several  members  of  the  committee 
have  come  in,  that  last  Saturday  I  spoke  over  the  N.  B.  C.  radio 
hook-up  on  coast-to-coast,  and  I  have  gotten  1,400  letters  from  people 
about  it.  I  discussed  this  writing  down  of  capitalization  and  so 
forth.  You  have  got  to  do  that.  The  United  States  Steel  has  at 
least  a  billion  of  water  in  it.  The  utilities  we  know  about.  Whether 
under  capitalism  or  under  socialism  you  cannot  pay  returns  on 
watered  stock  and  let  the  producers  have  enough  for  a  decent  exist- 
ence. Secondly,  you  have  got  to  write  down  interest  rates  and  the 
principle  of  long-term  interest.  We  all  know  perfectly  well  what 
the  Supreme  Court  will  do  has  nothing  to  do  with  the  situation. 
And  if  any  country  wants  to  survive,  it  does  what  it  has  to  do  to 
survive  whether  9  lame  ducks  ratify  it  or  not,  and  personally  I  think 
that  5  of  those  men  will  uphold  anything  that  is  necessary  to  save 
the  situation. 

Third,  you  have  got  to  write  down  speculative  land  values.  New 
York  City,  on  Federal  credit,  paid  Vincent  Astor  $145,000  an  acre 
to  house  the  poor.  That  was  legal  but  it  was  robbery.  Young  Wal- 
lace talked  about  the  farmer — I  beg  your  pardon,  Secretary  Wallace, 
and  he  points  out  that  land  values  have  gone  up  about  $1,340,000,000 
in  1  year.  For  whose  benefit  and  whose  betterment?  For  the 
betterment  of  speculators  like  the  Iowa  Farm  Holiday  Association, 
the  farm-land  speculators,  just  as  a  major  part  of  the  expenditures 
which  the  Federal  Government  has  made  was  beneficial  to  land- 
owners, and  I  have  drafted  an  amendment  to  the  proposed  public- 
works  bill  stipulating  that  no  Federal  credit  shall  be  extended  to 
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any  State  or  local  government  asfencv  unless  there  is  a  provision — 
and  I  would  like  to  submit  that  for  this  committee's  information— 
that  at  least  half  of  the  cost  of  such  a  public  improvement  shall  be 
assessed  upon  the  property  benefited  thereby.  There  was  an  apph- 
cation  for  a  Federal  loan  from  New  Jersey  a  year  and  a  halt  ago. 
The  chamber  of  commerce  pointed  out  that  the  increase  m  the  value 
of  the  property  would  be  nearly  10  times  the  cost,  and  they  did  not 

w-ant  to  pay  a  cent  of  it.  rr^i     -r^   i      i  ^  4. 

That  is  not  going  to  meet  the  situation.  The  Federal  (government 
has  got  to  set-up  its  housing  corporation.  A  bill  will  be  introduced 
to  do  that.  You  have  got  to  have  the  power  to  take  land  at  a  fair 
price  instead  of  at  a  price  at  which  all  patriots  always  unload  on 
the  Government.  Patriotism  is  usually  measured  by  the  excess  of 
ihe  price  of  your  products  which  you  are  able  to  get  from  the  Govern- 
ment. That  was  the  case  during  the  war  and  it  continues  in  peace 
times. 

I  am  going  to  remind  you  that  3  years  ago,  and  then  when  the 
N.  I.  R.  A.  was  pending,  I  told  you  that  you  could  not  compel  the 
employer  to  keep  on  employing  people.  It  was  an  idle  gesture, 
just  as  this  so-called  "  security  bill "  is  a  gigantic  swindle.  If  you 
want  to  employ  people,  the  Government  has  got  to  do  it,  and  as  I 
mentioned  before  some  of  you  came  in — I  have  been  over  in  Europe 
a  good  deal  this  summer — there  is  no  immediate  fear  of  war  because 
they  will  have  a  revolution  at  home  if  they  start  it  and  they  know 
it— Ibut  every  government  is  assuming  the  responsibility  and  going 
more  and  more  into  the  giving  of  employment.  And  this  Federal 
Government  has  got  to  within  the  next  year  or  so,  employ  4  to  5 
million  people. 

Senator  Couzens.  Doing  what? 

Mr.  Marsh.  Doing  what  will  be  demanded  by  the  people  when 
you  have  a  decent  distribution  of  national  income. 

Senator  Couzens.  Yes;  but  what  would  you  put  them  to  work  at? 
Manufacturing  products  for  some  one  or  some  Government  improve- 
ments ? 

Mr.  Marsh.  I  would  put  them  at  the  things  in  which  consumption 
is  deficient  now.  Of  course,  as  a  Detroit  man,  you  ought  to  agree 
with  me  w^hen  I  suggest  that  automobiles  is  one  of  them.  Housing 
is  the  biggest  thing. 

Senator  Couzens.  Do  you  say  there  is  a  deficiency  in  automobiles 
now? 

Mr.  Marsh.  Sure.  If  there  were  a  decent  priced  automobile  I 
would  not  be  driving  one  that  is  5  years  old. 

Senator  Couzens.  You  think  they  are  too  high  priced  ? 

Mr.  Marsh.  Yes. 

Senator  Couzens.  You  think  the  Government  could  manufacture 
them  cheaper? 

Mr.  Marsh.  If  they  would  cut  out  the  profit,  they  certainly  ought 
to  be  able  to  cut  it  down  a  little. 

Senator  Couzens.  I  am  commencing  to  lose  confidence  in  your 
judgment,  now,  Mr.  Marsh. 

Mr.  Marsh.  I  would  hardly  expect  a  person  who  has  been  so 
blessed  by  participation  in  the  Ford  Co.  to  criticize  the  profits  of  the 
automobile  companies,  but  I  am  pointing  out 
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Senator  Couzens  (interposing).  That  is  many  years  ago.     They 
do  not  make  the  same  profit  that  they  used  to. 

Mr.  Marsh.  That  is  a  matter  upon  which  you  have  more  informa- 
tion than  I  have. 

Senator  Couzens.  That  is  the  reason  I  am  questioning  your  judg- 
ment. 

Mr.  Marsh.  I  would  point  out  that  the  Government  had  been  able 
to  do  some  things  reasonably  cheaper. 

Senator  King.  What,  for  instance  ?     I  have  not  discovered  it  yet. 
Mr.  Marsh.  Before  the  advent  of  Saint  Jim  Farley,  they  ran  the 
post  office  pretty  well. 

Senator  King.  Not  very  cheaply.     They  had  a  delicit,  notwith- 
standing the  high  prices,  a  deficit  of  about  $150,000,000  a  year. 
Mr.  Marsh.  Under  which  administration? 
.Senator  King.  The  deficit  was  under  all  administrations. 
Mr.  Marsh.  A  Republican  administration    will    always    find    a 
deficit  under  Democratic  administrations,  and  a  Democrat  adminis- 
tration will  always  find  deficits  under  Republican  administrations. 

The  Chairman.  I  am  trying  to  accommodate  everybody  today; 
we  have  a  large  calendar.    Will  you  proceed,  Mr.  Marsh  ? 

Mr.  Marsh.  I  am  answering  "questions.  I  will  confine  myself  to 
the  unemplovment  feature  and  security. 

Before  Senator  Couzens  raised  the  question  of  what  the  Govern- 
ment would  do,  I  had  mentioned  the  establishment  of  a  housing 
corporation  and  buy  land  cheaply;  secondly,  it  will  have  to  go  into 
those  industries  where  there  is  vast  unemployment,  because  of  over- 
capitalization, commandeer  them,  write  down  the  capitalization  and 
put  people  to  work.  It  will  have  to  go  all  down  the  line  and  do 
that,  and  it  is  going  to  have  to  do  that  within  a  year  or  have  to  spend 
4  or  5  billion  dollars,  and  as  the  National  City  Bank  pointed  out,  our 
real  debt  of  the  31  of  June  next  year,  the  national  debt  is  going 
to  be  nearly  $39,000,000,000.  You  cannot  keep  on  feeding  them ;  the 
Government  has  got  to  employ  them. 

I  have  made  the  practical  suggestions  as  to  this  bill,  and  I  suggest 
that  you  substitute  the  principles  of  the  Lundeen  bill  and  stop  talking 
about  unemployment  insurance  when  tliat  term  is  now  in  vogue  10 
years  too  late.  If  we  had  started  10  years  ago,  it  might  be  insur- 
ance. Now,  the  only  thing  you  can  do  is  for  the  Government  to  get 
prepared  to  insure  income  or  to  maintain  people  without  doing  any 
work,  and  if  this  administration  cannot  I  am  confident  the  American 
people  will  find  their  administration  that  can  in  the  next  election. 
The  Chairman.  Thank  you.     Is  Miss  Taylor  here? 

STATEMENT   OF   MISS   LEA   D.   TAYLOR,   CHICAGO,   ILL.,   REPRE- 
SENTING THE  ILLINOIS  COMMITTEE   ON   SOCIAL   SECURITY 

Miss  Taylor.  I  am  representing  the  Illinois  Committee  on  Social 
Security,  a  State-wide  organization  on  which  there  is  representation 
from  those  connected  with  civic,  educational,  religious,  agricultural, 
social  .service,  labor  groups  and  individuals,  and  employers,  such  as 
the  Woman's  Trade  Union  League,  Amalgamated  Clothing  Work- 
ers, Illinois  Federation  of  Labor,  Chicago  Church  Federation,  Chi- 
cago Federation  of  Settlements,  the  Urban  League  of  Chicago,  the 
committee  on  social  legislation  of  the  Governor's  connnittee  on  unem- 
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Ijloymeiit,  the  League  of  Women  Voters,  the  City  Chib  of  Chicago^ 
and  the  National  Council  of  Jewish  Women,  in  addition  to  other 
groups,  and  such  indi^dduals  as  Father  Maguire,  Dr.  John  A.  Lappy 
Henry  P.  Chandler,  Paul  Douglas,  and  others. 

They  wish  me  to  express  their  whole-hearted  support  of  the  prin- 
ciple of  social-security  legislation,  if  it  provides  security  to  the 
worker. 

They  feel  strongly  that  the  3-percent  pay-roll  tax  provided  for 
in  title  VI  of  the  social-security  bill  is  entirely  inadequate  and  does 
not  provide  security  to  the  worker.  The  waiting  period  would  be 
tragically  long  for  those  whose  wage  does  not  permit  saving  against 
unemployment,  and  that  the  length  of  the  benefit  period  is  too  short 
to  meet  the  basic  principles  upon  which  unemployment  insurance 
should  be  based. 

They  urge  the  necessity  of  adding  to  the  3-percent  pay-roll  tax 
a  Government  subsidy  of  2  percent,  making  a  total  of  5  percent, 
which  would  reduce  the  waiting  period  to  a  reasonable  length  and 
increase  the  benefit  period. 

They  urge  that  standards  of  security  be  incorporated  in  the  biliJ' 
which  would  be  required  of  States  in  their  local  legislation  and  insure 
the  protection  of  the  worker.  Such  standards  should  be  based  upon 
the  provisions  not  less  than  the  local  standard  of  living  calls  for. 

They  feel  that  in  section  608  there  is  danger  that  employers  may 
build  up  an  exemption  from  premium  payment,  which  may  defeat 
the  purpose  of  the  bill  in  that  industry. 

Knowing  well  the  effect  of  even  short-time  unemployment  on 
family  life,  when  insecurity  breeds  distress  and  fear,  which  cuts  the 
family  off  from  normal  community  life,  reduces  food  budgets  to  a 
danger  point,  deprives  young  people  of  their  chance  for  education, 
and  creates  community  hazards,  the  Illinois  Committee  on  Social 
Security  wishes  to  emphasize  the  fact  that  the  pay-roll  tax  of  3  per- 
cent would  necessitate  the  use  of  relief  funds  in  many  instances  to 
tide  over  the  w^aiting  period,  and  to  supplement  the  low-insurance 
rate  and  the  short  benefit  period.  The  cost  of  this  in  money  not 
only,  but  in  the  depreciation  of  human  values  and  in  security,  will 
be  a  burden  on  the  community  and  may  defeat  the  purpose  of  the 
social-security  legislation. 

Speaking  from  personal  experience  of  social  work  in  an  area  of 
Chicago  now  in  its  sixth  year  of  serious  unemployment,  I  can  tes- 
tify to  what  adequate  social  insurance  would  have  done  in  the  early 
days  of  the  depression,  in  keeping  alive  purchasing  power  in  a  neigh- 
borhood where  it  would  have  counted  for  much,  in  maintaining  fam- 
ily stability  and  self-respect,  in  giving  that  social  security  which 
Avould  have  taken  the  edge  off  of  fear  which  undermined  the  family 
life  of  the  community  in  the  tidal  wave  of  unemployment  that  swept 
all  before  it. 

Our  Illinois  committee  hopes  that  the  Senate  committee  will  recog- 
nize these  facts  and  will  see  that  security  is  provided  for  the  worker 
in  whose  interests  such  legislation  should  be  drafted. 

We  have  provided  security  for  the  funds  by  putting  them  in  Fed- 
eral hands,  we  have  provided  some  security  to  industry  by  providing 
for  the  payment  of  taxes,  for  security  of  the  worker,  however,  that 
is  left  to  48  States  with  no  standard  set  up  by  which  we  may  be  sure 
that  there  may  be  some  provision  which  will  at  least  meet  minimum 
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standards  of  livin^r  for  the  workers  in  those  States.  We  do  not  re- 
gard social  security  as  secure  at  all,  but  we  do  regard  it  as  a  neces- 
sary part  of  industry. 

The  Chairman.  ]SIr.  Williams. 

STATEMENT  OF  ERNEST  WELLS  WILLIAMS,  WASHINGTON,  D.  C. 

The  Chairman.  How  much  time  do  you  want? 
Mr.  Williams.  Possibly  15  minutes. 

Senator  King.  Are  you  one  of  the  witnesses  that  Mr.  Emery 
referred  to  yesterday? 

Mr.  Williams.  I  could  not  sav. 

The  Chairman.  Be  as  brief  as  you  can,  Mr.  Williams. 

Mr.  Williams.  May  I  refer  to  these  charts  in  my  brief  talk? 

The  Chairman.  Yes.  '  .  ^. 

Mr.  Williams.  Mr.  Chairman,  Senators  of  the  committee,  ladies 

and  gentlemen.  .  ^^     i-    - 

I  should,  perhaps,  briefly  introduce  myself,  regardless  of  the  limi- 
tation of  time  in  this  hearing.  My  name  is  Ernest  Wells  Williams, 
my  address  is  1228  I  Street,  Washington,  and  I  appear  in  what  I 
hope  may  be  considered  somewhat  of  a  technical  capacity.  Although 
I  have  never  publicly  admitted  to  being  an  economist,  political  or 
otherwise,  several  discoveries  which  I  am  suspected  to  have  made, 
affecting  the  views  of  an  unknown  number  of  people  as  to  the  rela- 
tions between  government,  people,  business,  and  capital,  have  led  to 
my  being  accused  of  being  some  kind  of  an  economist. 

I  may  say,  however,  that  what  I  myself,  and  some  others  also, 
consider  the  most  vital  of  these  discoveries,  or  rather  the  uncover- 
ing of  certain  economic  principles,  involve  directly  the  most  funda- 
mental principles  and  purposes  of  this  economic  security  bill,  not 
only  as  to  its  taxation  features,  but  elsewhere. 

May  I  also  say  that  the  name  of  this  bill  indicates  plainly  its 
true  nature  and  purpose.  It  should  be  the  second  chapter  of  the 
national  recovery  plan.  There  is  admitted  to  be  a  desperately  urgent 
need  for  a  fundamental  and  great  change  in  economic  conditions. 
If  a  fundamental  and  important  economic  error,  about  the  evil  effects 
of  which  there  could  be  no  question,  could  be  discovered  and  pointed 
out  to  this  Congress,  that  error  might  be  safely  corrected,  with  the 
result  that  a  safe,  immediate  and  beneficial  change  would  be  possible. 

May  I  now  have  the  privilege  of  for  the  first  time  making  public  an 
economic  error  of  just  that  sort — a  basic  error,  which  led,  as  such 
basic  errors  must  always  lead,  to  further  errors  and  a  host  of  evil 
economic  consequences,  all  of  vast  magnitude?  All  the  means  for 
the  correction  of  that  error  are  in  your  hands— honest,  lawful  means 
for  effecting  this  change;  and  this  proposed  change  appears,  further, 
to  be  exactly  in  accord  with  the  fundamental  principles  and  I  might 
say  "  ideals  "  which  the  f  ramers  of  the  American  Constitution  and 
the  founders  of  the  American  Government  must  have  had  in  mind. 

AVith  the  correction  of  this  error,  I  believe  a  very  great  wrong  to 
the  American  people,  to  the  Congress,  and  to  the  American  Govern- 
ment will  have  been  righted.  It  is  not  required  that  this  wrong  be 
corrected  in  a  vengeful  manner,  which  it  may  deserve,  but  only  per- 
manently corrected. 
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How  fundamental  this  error  is  may  be  best  shown  by  the  first 
drawing  on  page  1  of  the  folder  I  have  handed  you.  There  is  an 
illustration  of  a  group  of  people.  Each  of  those  units,  let  us  say,  is 
a  family  group,  each  family  able  to  produce  its  needs,  and  build  its 
own  home,  and  defend  itself  from  ordinary  dangers. 

It  is  natural  that  for  additional  protection,  primarily,  they  should 
place  themselves  in  communication  with  others,  and  a  government 
which  would  make  laws,  and  weigh  their  respective  rights,  and 
coordinate  the  means  for  their  defense  becomes  a  necessity,  and  that 
government  is  shown  there  in  its  natural  position.  This  most  demo- 
cratic government  is  answerable  to  each  of  those  people,  yet  its 
power,  being  the  delegated  power  of  the  entire  group,  necessarily  is 
greater  than  any  one  of  that  group. 

The  first  responsibility  of  that  government,  after  guaranteeing  to 
the  best  of  its  ability  the  personal  safety  of  each  of  the  group, 
becomes  the  protection  of  their  property  rights.  The  land  which 
they  clear  by  their  own  efforts  to  produce  food  for  themselves  and 
their  families — the  house  which  one  individual  builds  for  himself — • 
each  one's  claim  to  his  lands  and  his  home  that  government  in 
justice  may  guarantee. 

It  is  also  plain  that  one  of  this  group  might  build  a  better  home, 
or  clear  more  land,  or  clear  it  better,  than  his  neighbor;  and  it  is  in 
accordance  with  American  principles  of  justice  that  even  an  unequal 
ownership  of  that  character  should  be  protected.  It  cannot  be  held 
that  it  was  the  original  intention  that  all  the  people  in  the  United 
States  should,  regardless  of  their  industry,  or  their  thrift,  or  their 
enterprise,  remain  at  a  common  level.  By  other  principles  of  gov- 
ernment than  those,  thrift  and  industry  and  enterprise  would  have 
been  penalized,  and  laziness  and  self-indulgence  and  extravagance 
would  have  been  unduly  furthered,  and  that  was  not  in  accord  with 
the  strict  training  and  precepts  of  the  founders  of  the  American 
Government. 

It  was  natural,  then,  that  some  would,  therefore,  have  too  little, 
and  some  would  be  possessed  of  sufficient  for  their  needs;  but,  gen- 
tlemen, that  did  not  change  the  picture.  The  status  of  government 
does  not  change  in  protecting  that  type  of  property  rights,  and 
there  is  a  general  agreement  by  people  in  the  justice  of  that  type 
of  difference  in  possession  even  though  it  involves  a  condition  of 
inequality. 

The  protection  of  such  unequal  ownership  might  have  seemed 
unjust  in  individual  instances;  but  the  American  Government  has 
always  stood  firm  in  the  protection  of  the  rights  of  ownership.  The 
justice  of  this  has  not  been  questioned  by  the  vast  majority  of  the 
American  people. 

It  was  natural,  in  the  course  of  time,  that  one  should  obtain  more 
than  his  fellows — create  by  his  own  industry  and  thrift  more  than 
he  used;  something  for  him  to  save  and  lay  aside  for  a  rainy  day. 
It  was  only  in  that  manner  that  he  was  able  to  create  an  assurance 
of  continued  plenty  and  comfort  for  himself  and  his  family.  Such 
industry  and  thrift  was  in  every  way  commendable — and  no  fair- 
niinded  American,  either  then  or  now,  would  question  the  property 
right,  the  justice  of  the  ownership  of  the  surplus  so  created ;  yet  at 
that  moment  a  new  element  entered,  which  has  not  heretofore  been 
considered,  if  it  has,  in  fact,  been  recognized. 
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The  picture  changed  to  illustration  no.  2.  Very  suddenly  there 
had  appeared  a  fundamental  change  in  the  relationship  of  govern- 
ment, people,  and  property,  and  it  happened  very  naturally,  and  it 
was  not  recognized. 

Almost  immediately  it  changed  again,  very  naturally,  as  I  have 
pictured  in  the  third  illustration.  The  surplus  created  had  been 
rented,  if  it  was  an  extra  house,  to  another  of  the  group  who  needed 
it  as  a  home;  and  although  possession  changed,  ownership  did  not 
change.  The  service  of  owning  the  surplus  house  and  renting  it  to 
the  one  who  needed  it  was  the  natural  condition,  and  accepted  with- 
out question  as  completely  equitable :  and  the  jvistice  of  the  trans- 
action was  not  questioned. 

Ownership  of  a  surplus  which  one  does  not  use  himself — for  which 
he  has  no  immediate  need,  has  not  been  considered  a  major  crime. 
It  has  been  considered  good  fortune  and  a  happy  condition  which 
all  might  well  strive  to  attain.  The  centralization  of  wealth  in  a 
social  group,  of  which,  of  course,  the  United  States  may  be  con- 
sidered an  example,  has  been  considered  more  as  an  unfortunate  con- 
dition than  as  an  unjust  condition.  It  has  been  recognized  by  some 
as  socially  undesirable.  But  with  that  centralization  of  wealth, 
unjust  things  seemed  to  occur  which  had  not  before  occurred.  It  is 
now  possible  to  picture  it,  in  definite  form,  and  clarify  the  causes 
of  those  unjust  things  occurring. 

Picture  no.  4  also  has  been  considered  to  be  a  basic  picture,  quite 
important  economically.  It  may  be  considered  a  picture  of  cen- 
tralized ownership;  where  one  individual,  or  one  group,  peiiiaps, 
has  a  surplus  over  immediate  needs,  or  in  excess  of  his  own  use,  and 
the  others  of  the  group  are  receiving,  and  paying  for,  the  benefit  of 
the  use  of  his  possessions,  either  through  the  payment  of  rental  on 
a  definite  property,  or  as  interest  on  a  mortgage  or  bond.  It  will  be 
noted  that  the  Government  has  also  issued  bonds,  in  order  also  to 
receive  the  benefit  of  the  use  of  the  wealth  of  one  individual  or 
group. 

This  picture,  gentlemen,  is  not  a  picture  of  a  possibility.  It  is  a 
picture  of  what  has  happened  and  is  the  exact  condition  of  today. 
It  is  in  full  accord  with  present  constitutional  interpretations  of 
property  rights,  and  until  this  time  the  full  justice  of  those  past 
interpretations  has  not  been  widely  questioned.  It  seems,  even  from 
the  picture,  and  even  as  we  know  the  condition,  that  all  the  parties 
involved,  the  Government  itself  included,  are  receiving  and  doing  full 
equity.  Actually,  however,  both  this  condition  and  its  illustration 
here  contain  the  error  of  which  I  have  spoken ;  and  the  picture  itself 
is,  in  fact,  firud  proof  of  how  deep  that  dishonesty  and  inequity  were 
and  are  hidden  from  view. 

I  would  not  exaggerate  the  importance  of  a  condition  before  this 
committee;  yet  I  believe  I  would  not  be  blameless  were  I  to  fail  to 
stress  in  the  utmost  degree  the  importance  of  this  hidden  shoal  which 
is  in  this  picture  at  present  and  cannot  be  seen.  It  is,  in  fact,  the 
shoal  upon  which  all  modern  democratic  governments  have  run 
headlong;  and  each  of  those  many  "ships  of  state",  gentlemen,  is 
still  quivering  from  the  shock  of  that  blow.  The  discovery  of  that 
condition  creates  a  necessity,  not  only  in  the  United  States  but  else- 
where, for  the  action  in  similar  instances  which  is  universal — where 
a  citizen,  always  before   recognized   as   a   fairly   desirable   citizen, 
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suddenly  is  discovered  to  be  a  very  bad  citizen.  Regardless  of  his 
past  acceptance  as  a  desirable  member  of  society,  he  suddenly  finds 
himself  confined  in  a  very  strong  jail,  regardless  of  his  past  reputa- 
tion for  good  citizenship  before  his  true  character  was  discovered. 

An  error  in  this  basic  picture,  gentlemen,  and  all  the  benefit  of 
any  good  which  might  seem  to  be  traceable  to  that  error,  would  be 
overbalanced  a  hundred  times  by  the  multitude  of  minor  benefits  cer- 
tain to  spring  out  in  most  unlooked-for  places.  The  presence  of  an 
error  in  this  basic  condition,  long  accepted,  would  inevitably  result 
in  a  multitude  of  major  evils;  the  correction  of  an  error  found  here, 
so  basic,  would  necessarily  and  without  question  immediately  result 
in  a  terrific  and  immediate  change  for  the  better.  There  could  be 
no  question  of  the  desirability  and  necessity  of  its  immediate  cor- 
rection. 

The  Chairman.  Have  you  your  statement  written  out? 

Mr.  Williams.,  If  I  may  read  but  1  minute  more,  I  shall  then  be 
finished. 

The  Chairman.  Then  you  can  put  the  rest  in  the  record. 

Mr.  Williams.  Thank  you. 

How  well  this  inequity  is  hidden,  gentlemen,  at  least  must  be  ap- 
parent. Even  imagining  a  war,  in  which  this  little  group  of  people 
leave  their  homes — their  rented  and  mortgaged  homes — does  not 
disclose  any  inequity.  While  these  people  are  away  from  their 
homes,  the  accepted  justice  of  the  contract  remains  in  full  force  and 
effect  between  all  the  parties ;  and  therefore,  when  they  return  from 
that  necessarily  small  war,  they  are  in  arrears  in  their  interest  and 
their  rent. 

They  did  not  start  the  war,  and  neither  did  anyone  of  the  group, 
nor  the  Government.  It  "  just  started  itself  " — as  wars  have  a  sense- 
less habit  of  doing.  Certainly  it  was  no  fault  of  the  owner  of  the 
property  or  the  holder  of  the  mortgage;  and  why  should  he  bear 
any  damage,  in  full  or  in  part,  because  of  this  enforced  absence? 
The  answer — the  only  answer — is  that  the  back  rent — the  back  in- 
terest— must  be  paid  immediately,  as  called  for  in  the  bond.  In  this 
demand,  and  its  enforcement,  the  Government  would  naturally  con- 
cur. Property  rights  and  the  sanctity  of  the  contract  leave  no 
other  course  open. 

Yet,  let  us  have  another  war,  in  which  the  little  gToup  is  defeated, 
their  government  destroyed,  all  the  property  destroyed,  and  measure 
the  losses.  Surprisingly,  then,  it  is  apparent  that  the  only  possible 
loser  is  the  owner  of  the  property — the  holder  of  the  mortgage  and 
the  owner  of  the  houses.  There  was  the  basic  error ;  and  this  is  the 
inequity,  that  suddenly  it  is  apparent  that  this  protective  service 
which  has  been  so  freely  given  by  the  government,  using  its  people 
for  its  defense,  has  been  a  very  valuable,  and  terribly  costly,  service 
and  protection;  and  further,  that  neither  government  nor  people 
have  been  recompensed  in  any  manner  for  the  vast  service  rendered 
to  this  particular  type  of  property  ownership.  This  further  inequity, 
also,  that  instead  of  paying  for  this  service  in  its  protection,  owner- 
ship of  this  type  has  taken  full  advantage  of  its  every  opportunity 
to  impoverish  the  government  and  people  who  have  protected  it; 
and  the  right  to  so  impoverish  these  necessary  protectors,  has  been 
held  to  be  a  definite  property  right. 
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The  Chairman.  Thank  you  very  much,  Mr.  "Williams.  You  can 
put  the  balance  of  your  statement  in  the  record. 

Mr.  Williams  (continuing).  Mr.  Chairman,  no  form  of  owner- 
ship has  or  should  have  that  right.  The  ownership  of  the  home,  the 
farm  which  is  a  man's  source  of  livelihood,  the  necessities  and  even 
luxuries  which  people  use  have  not  that  right;  and  it  is  not  a  prop- 
erty right  and  must  not  longer  be  considered  a  property  right.  It 
is  not  now,  and  never  has  been,  a  property  right.  It  has  been  a 
property-ownership  opportunity,  and  that  opportunity  must  be  re- 
moved, definitely  and  immediately,  by  this  Congress.  The  conditions 
of  equity  in  ownership  must  be  weighed  now  on  new  scales,  or  else 
the  social-security  or  economic-security  bill  will  not  be  worth  the 
paper  upon  which  it  is  written,  because  there  can  be  no  economic 
or  social  security  while  that  condition  exists. 

Such  a  change,  such  a  fair  and  equitable  change,  may  well  be 
welcomed  by  rich  and  poor,  by  the  business  man  and  each  of  his 
patrons,  by  the  professional  man  and  each  of  his  clients. 

By  this  change  ownership  is  at  once  made  safe  and  desirable. 
The  ownership  of  stocks,  bonds,  or  any  other  kind  of  type  of  prop- 
erty, whether  centralized  or  wide-spread,  as  a  definite  and  desirable 
form  of  permanent  savings,  for  the  first  time  in  history  becomes  a 
type  of  pernxanent  wealth.  In  all  past  history  their  possession,  due 
to  their  fluctuations  and  frequent  entire  loss  value,  and  the  frequent 
entrance  of  depressions  and  financial  cataclysms  into  the  picture, 
has  made  the  possession  of  any  and  all  types  of  wealth  almost  a 
momentary  condition  in  many  instances;  followed  by  the  complete 
loss  of  that  wealth  and  also  in  most  cases  by  his  reputation  among 
his  fellows  and  by  the  loss  of  his  own  respect  also. 

The  possession  of  wealth  under  such  new  conditions,  safely  ex- 
empted from  taxation  in  the  form  of  stocks  and  bonds,  may  be  con- 
sidered a  very  happy  state,  only  slightly  differing  from  the  present 
condition  of  receiving  an  income  to  be  immediately  taken  away  in 
taxes  and  in  capital  losses;  but  with  a  very  great  addition  in  the 
element  of  safety  to  that  wealth  and  savings. 

It  is  plain  that  people  not  possessed  of  this  type  of  ownership, 
"  capital  "  ownership,  are  nevertheless  self-protective — can  defend 
themselves,  build  their  own  homes — and  joined  under  a  strong  gov- 
ernment, can  and  do  protect  additional  property:  yet  this  property 
ownership  to  which  both  Government  and  people  have  in  the  past 
been  paying  terrific  tribute,  it  is  now  apparent,  cannot  and  dare  not 
leave  that  protection  heretofore  freely  given  by  people  and  Govern- 
ment, because  it  cannot  defend  itself.  It  must  depend  upon  the 
people  of  the  organized  group  and  their  government  for  that 
protection. 

The  newly  uncovered  inequity  of  that  simple  picture  immediately 
led,  then,  to  a  simple  but  important  and  plain  conclusion — that 
capital  is  not  necessary  to  people,  but  people  are  necessary  to  capital. 
It  may  be  plainly  said,  it  has  become  plain,  that  governments  and 
people  have  gone  very  far  along  a  very  ridiculous  path,  because  the 
simple  truth  of  that  fact  has  not  been  recognized.  Only  for  the 
record  I  point  out  at  this  time  that  there  is,  necessarily,  a  physical 
limit  to  the  protective  ability  of  this  or  any  other  group;  yet  there 
is  no  apparent  limit  to  the  quantity  or  value  of  the  property  which 
might  come  to  be  a  part  of  this  "  surplus  "  square. 
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I  turn  from  this  for  a  minute,  while  I  place  this  group  in  a 
position  of  first  directly  producing  their  own  living  and  then  trad- 
ing some  or  all  of  their  production,  and  I  will  thereby  attempt  to 
clarify  another  condition  and  indicate  the  extent  to  which  this  long- 
accepted  inequity  affects  other  conditions. 

The  first  picture  on  page  2  is  of  a  primary  group,  without  trade, 
self-supporting  on  their  own  farms,  building  their  own  homes.  That 
this  is  a  possible  condition  is  the  knowledge  of  each  one  here,  and 
no  arguments  will  overturn  it.  It  is  an  interesting  and,  may  I 
say,  a  very  brave  part  of  the  history  of  this  country.  As  indi- 
vidual Americans  they  defended  themselves;  as  a  group  they  were 
able  and  did  defend  each  other,  and  at  the  same  time  they  were  able 
to  produce  a  livelihood  for  themselves  and  for  their  families. 

I  need  not  explain  the  next  picture,  no.  2,  of  trade  and  barter 
starting  between  these  people,  when  they  were  fairly  close  together ; 
and  I  do  not  attempt,  particularly,  to  justify  the  third  picture.  It 
is  of  a  completely  productive  group,  their  needs  coordinated  with 
their  production,  and  trading  through  this  "  trading  post "  in  the 
center.  That  "  general  store  ",  which  all  you  gentlemen  doubtless 
remember  so  well,  perhaps  was  once  the  complete  business  machine 
of  some  little  group  of  which  you  were  a  member.  Cut  off,  to  a 
great  extent,  from  outside  sources,  I  may  point  out  that  all  the 
elements  of  "  industrial  control  "  and  all  the  elements  of  the  control 
of  trade  and  commerce  of  the  N.  R.  A.  are  in  fact  completely  ex- 
ercised by  this  small  group  upon  this  "  general  store  "  which  was, 
in  effect,  the  entire  business  machine — even  the  "  banking  system !" 
That  is  picture  no.  3. 

The  next  picture,  no.  4,  is  of  an  individual  trade  passing  through 
that  "  trading  post "  or  "  general  store."  The  trade  must  "  pass 
through  "  that  trading  post  in  exactly  that  fashion ;  and  it  must 
also  pass  through  the  subdivided  business  machine,  shown  in  pic- 
ture no.  5,  which  is  today  returned,  rather  suddenly,  to  the  same 
salutary  public  control,  through  government,  as  was  effective  in 
picture  no.  3. 

Picture  no.  5  may  be  said  to  be  a  picture  of  the  N.  R.  A.  and 
industrial  control. 

In  connection  with  the  taxation  features  of  the  economic  security 
bill,  I  invite  your  special  attention  to  this  picture  no.  5.  It  is  easy 
to  see,  there,  that  any  tax  upon  industry,  upon  the  business  machine, 
immediately  tends  to  stop  trade  from  passing  through.  Each 
addition  to  costs  in  that  exchange  machine,  whether  by  taxation, 
interest  charges,  inefficiency  of  any  functional  part,  or  "  speculative 
profit  "  adds  to  the  difficulty  of  "  business  "  accomplishing  its  natural 
and  necessary  function,  of  engineering  the  exchange  of  production. 

The  "  deduction-from-pay  rolls  "  tax  feature,  in  addition,  appears 
to  be  a  direct  attack  upon  an  already  wrecked  market,  the  wage  and 
salary  class,  even  though  they  are  employed.  It  is  a  market  nor- 
mally composed  of  people  who  are  producing  wealth  or  rendering 
essential  service,  who  normally  should  be  a  buying  market.  That 
market  has  been  destroyed  by  a  condition  which  I  illustrate  in 
the  next  picture.  Its  further  destruction  by  taxation,  or  any  other 
means,  is  impossible  at  this  time.  It  is  already  completely  destroyed, 
and  must  be  rebuilt. 
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It  is  for  these  reasons  that  the  taxation  features  of  the  present  bill 
appear  to  nie  to  be  unfortunate,  to  say  the  least. 

The  first  picture  on  page  3  is  a  picture  of  today  under  the  present 
accepted  conditions  and  terms  of  centralized  ownership;  a  picture 
of  a  constant  and  heretofore  accepted  accumulation  by  "  capital  "  of 
the  reward  of  production.  It  is  also  a  picture  of  destroyed  markets, 
of  impoverished  and  bankrupted  business,  the  wreckage  largely 
owned  or  controlled  by  the  banking  system. 

It  is  a  picture,  also,  of  a  desperate  and  angered  people,  and  of 
a  go\ernment  endeavoring  to  keep  starvation  away  from  an  army 
of  unemployed,  and  at  the  same  time  facing  reduced  income  and 
the  necessity  of  frenzied  financing;  all  the  people,  all  business, 
desperately  endeavoring  to  sell  at  a  high  price  and  buy  at  a  low 
price,  to  pay  the  charges  which  have  heretofore  been  believed  to  be 
equitable  aiid  just  charges,  of  "  capital." 

The  producing  people  have  nothing  or  little  left  of  their  pro- 
duction to  trade.  If  they  have  it  to  trade,  their  market  has  been 
destioyed — and  the  "•  costs ''  of  the  exchange  machine,  the  business 
machilie.  largely  "  capital  charges  "  and  "  financing  ",  tend  to  make 
trade  impossible. 

I  can  assure  you,  gentlemen,  that  this  is  a  temporary  picture. 
It  changes  very  suddenh^,  also,  when  it  changes.  It  flies  all  to  pieces. 
You  may  accept  this  picture  as  a  true  picture,  and  accept  that 
as  a  true  statement,  or  you  may  accept  the  statement  of  the  United 
States  Chamber  of  Commerce,  and  the  beliefs  of  many  trustful  and 
optimistic  people,  that  business  is  on  the  upgrade,  and  prosperity  is 
now  reall}'  around  the  corner,  and  that  all  we  have  to  do  is  wait. 

By  the  uncovering  of  the  new  principles  of  equity,  which  are 
now  made  available,  this  picture  can  be  changed  immediately  by 
the  Congress  to  this  picture,  no.  2,  on  page  3.  That  possibility,  I 
hope  you  Avill  agree,  is  rather  fortunate.  It  is  a  picture  of  national 
solvenc}^  and  safety,  while  the  picture  above  is  a  picture  of  national 
insolvency  and  danger.  The  picture  below  is  one  that  will  not 
suddenly  explode. 

I  would  say,  as  among  the  reasons  that  it  will  not  explode,  that 
it  is  a  picture  by  which  men  are  able  to  obtain  wages  and  salaries 
which  they  have  never  believed  possible,  and  support  their  wives 
and  children,  and  buy  homes,  by  work,  by  producing  wealth,  or  by 
performing  their  functions  honestlj^  and  efficiently  in  the  business 
machine  and  by  enterprise. 

In  this  picture  I  see  no  necessity  for  mothers  and  daughters  and 
sisters  to  work  all  day  in  the  factory  to  aid  in  the  support  of  the 
family.  The  children  seem  to  have  shoes,  and  people  own  their 
own  homes. 

I  do  not  apologize  for  this  second  picture.  It  is  honest  and  it  is 
respectable,  and  it  will  not  explode.  The  other  picture,  gentlemen, 
I  say  is  ridiculous.  It  is  dishonest.  It  is  liable  to  explode  at  any 
jninute. 

I  turn  back  to  the  first  type  of  picture,  on  page  3,  however,  be- 
cause it  is  easier  to  give  a  new  understanding  of  these  principles  by 
the  use  of  these  illustrations. 

You  gentlemen,  I  know,  will  be  the  first  to  agree  that  govern- 
ment, to  be  safe  and  permanent,  must  represent  the  desires  of  its 
people.     People   do   not   desire  to   be   robbed   of   their   possessions, 
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nor  shot  at  indiscriminately  while  they  are  in  the  peaceful  per- 
formance of  their  duties  and  pleasures.  Therefore  there  are  laws 
against  robbery,  and  indiscriminately  attacking  one's  neighbors,  and 
those  are  basically  correct  laws. 

The  protection  of  ownership  and  property  rights  is  of  this  basie 
nature,  and  the  uncovering  of  any  new  principles  concerning  the 
natural  relationship  of  people  to  ownership  is  of  immense  impor- 
tance. For  the  first  time,  now,  we  can  see  that  there  is  good  owner- 
ship and  bad  ownership — it  is  no  longer  simply  ownership. 

Two,  or  twenty,  or  a  million  individuals,  without  property,  wisely 
join  forces  for  mutual  protection  against  the  possibility  of  a  com- 
mon enemy.  And  that,  I  point  out  again,  is  the  primary  reason  for 
people  combining  into  groups,  to  be  able  to  protect  themselves 
against  forces  which  would  destroj^  them,  individually.  It  is  not 
primarily  for  business,  religious,  nor  political  reasons.  It  is  pri- 
marily that  one  of  mutual  defense.  It  is  not  for  the  protection  of 
property,  but  for  the  protection  of  life.  It  is  apparent  that  this 
protective  service  stood  out  more  clearly  in  the  condition  of  fre- 
quent' and  more  or  less  public  backwoods  skirmishes,  as  when  this 
Nation  was  founded,  than  where  and  when  wars  occur  only  once  or 
twice  in  a  generation — but  the  condition  actually  is  the  same. 

A  law  that  said  that  each  man  must  do  his  part  in  such  a  battle,, 
and  that  each  must  join  in,  for  the  safety  of  the  group,  would  be  an 
acceptable  and  just  law.  Any  two,  for  example,  as  I  show  in  the 
first  picture  on  page  4,  would  accept  that  law  as  advantageous  to 
both. 

If  they  both  had  property,  it  would  be  acceptable ;  and  in  the  sec- 
ond picture,  they  are  not  only  willing  to  protect  each  other's  prop- 
ertj.  but  they  will  accept  taxation  for  their  mutual  benefit. 

The  relation  becomes  slightly  more  complicated  in  the  third  pic- 
ture. The  first  man  has  no  surplus,  and  yet  is  not  in  debt.  The 
second  man  is  in  debt,  and  the  third  has  a  surplus. 

With  the  old  equity  now  overturned,  the  necessity  is — just  what 
portion  is  each  naturally  willing  to  protect — and  the  functions  and 
taxation  needs  of  government  enter  the  picture  as  an  important 
element. 

No.  3,  of  course,  is  willing  and  anxious  to  have  all  ownership 
protected  indiscriminately.  But  what  is  no.  2  willing  to  protect^ 
and  what  may  he  be  justly  called  upon  to  protect,  in  this  new 
equity  ?     And  what  is  no.  1  willing  to  protect  ? 

At  this  point,  gentlemen,  without  burdening  you  with  the  details 
leading  up  to  just  how  any  basic  principles  were  uncovered,  I  will 
say  this  about  the  entire  group.  They  are  all  willing  to  protect  the 
things  the  other  owns  and  uses.  It  happens  that  is  not  only  a  very 
scientific  common  denominator,  but  it  is,  to  use  a  common  term, 
second  nature,  to  a  degree  which  is  amazing. 

There  are  apparently  no  exceptions  to  this  rule.  It  is  a  very- 
democratic  principle,  in  its  workings.  A  man  will  rush  from  his 
1-room  home  to  aid  in  extinguishing  the  fire  in  his  neighbor's  10- 
room  home;  and  the  neighbor  will  rush  back  with  the  same  enthu- 
siasm and  aid  in  the  extinguishing  of  the  fire  in  the  1-room  home. 
But,  if  either  of  them  oAvns,  but  does  not  use,  one  other  house,  or  10 
other  houses,  that  relationship  does  not  enter  as  to  the  extra  house, 
or  houses.     It  is  not  a  matter  of  personal  acquaintance,  or  loiowing- 
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the  same  people,  or  for  any  other  really  sensible  reason.     It  is  more 
or  less  like  the  hen  taking  care  of  her  own  chickens. 

It  is,  in  fact,  simply  a  natural  acceptance  of  the  mutuality  of 
interest  by  a  member  of  a  group  of  people.  The  things  that  a  per- 
son owns  and  uses  are  definitely  within  this  circle  of  mutuality  of 
protection ;  and  the  things  that  a  person  owns  and  does  not  use  are 
just  as  definitely  outside  this  circle  of  mutuality. 

Even  stranger  than  this  is  the  natural  extension  of  this  principle 
into  business.  The  business,  the  property,  the  real  estate  and  equip- 
ment used  in  "  honestly  exchanging  " — rendering  acceptable  service, 
and  actually  acknowledging  its  responsibility  to  the  people  it  is  sup- 
posed to  serve,  performing  its  business  function,  is  automatically 
includecl  by  people  in  this  natural  mutuality.  The  business  being 
run  entirely  "  for  what  there  is  in  it  for  me  "  type,  by  its  owner,  is 
outside  that  circle  of  mutuality.  Even  whether  or  not  a  person  is 
employed  there  himself  does  not  affect  that  relation. 

There  is  another  class  of  property  that  by  its  very  nature  must  be 
outside  this  circle  of  mutuality.  The  vacant  land,  whoever  owns  it, 
is  always  outside.  The  mortgage,  the  stock,  the  note,  are  outside! 
But  the  home,  the  private  automobile,  or  even  two  automobiles,  and 
even  what  may  be  called  luxuries,  if  used,  are  inside  that  circle. 

Tlie  home  of  a  man's  worst  enemy  is  inside  the  circle  of  his  pro- 
tection—and the  mortgage  on  that  home,  even  though  that  mort- 
gage may  be  owned  by  his  best  friend,  is  outside  that  protective 
circle. 

The  uncovering  of  these  definite  principles  makes  somewhat 
simpler  this  matter  of  social  ^e-urity.  People  are  not  only  nat- 
urally willing  to  protect  each  other,  but  they  naturally  assume  the 
responsibility  of  protecting  the  ownership 'of  the  things  in  use; 
and  as  definitely  refuse  free  protection  to  the  ownership  of  things 
not  used. 

This  large  square,  then,  is  composed  of  things  owned  but  not 
used  by  the  owner;  in  that  square  is  the  "business  run  for  what 
there  is  in  it  for  me  "  type,  and  "  X  "  is  not  only  the  individual 
hmiself.  but  the  things  he  owns  and  uses,  and  "  X  "'  is  also  the  busi- 
ness with  a  satisfactory  code— a  public  utility  type  of  business,  per- 
forming its  functions  as  directed  under  public  supervision. 

This  mutuality  distinction  is  as  distinct  as  if  cut  with  the  sharpest 
knife  ever  made. 

The  protective  service  necessarily  furnished  bv  (Tovornment  and 
the  group,  therefore,  automatically  makes  this  "'surplus  property  " 
class  the  natural  source  of  taxation,  hardlv  taxation,  but  instead 
just  compensation  for  service  rendered.         '  ' 

Returning  now  to  the  third  illustration  on  page  4,  it  is  plain 
that  the  ''  service  rendered  charge  "  could  be  made  directly  by  Gov- 
ernment: the  amount  of  tliis  charge  mav  be  justly  guided  by  the 
interest  rate  winch  has  long  been  accepted  as  the  e'ssence  of  justice. 
But  this  would  tend  to  prevent  people  from  accumulatin^r  a  com- 
petence from  their  greater  industry  and  enterprise,  and^'it  seems 
desirable,  in  justice,  to  remove  this  protection  charge,  this  tax  if 
the  property  outside  this  mutuality  circle  were  placed  inside  it   ' 

If  the  house,  which  was  outside  the  mutuality  line,  becomes  a 
home,  inside  it,  perhaps  this  would  be  a  welcome  escape,  and  a  just 
escape,  from  this  protection  taxation  charge. 
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We  must  consider  also  the  first  individual,  with  ownership  of 
his  property,  all  inside  the  circle.  The  Government,  to  which  he 
had  been  contributing  before,  had  suddenly  found  a  better  and 
more  equitable  source  of  taxation — and  now  Mr.  X-2  had  removed 
the  possibility  of  he  himself  directly  benefiting.  Apparently  X-2 
had  received  more  than  his  share  of  this  "  new  deal."  Why  should 
X-2  not  be  considered  as  a  proper  contributor,  in  some  degree? 
He  had  been  paying  6  percent  and  probably  more,  in  interest.  X-1 
was  not  demanding  much,  but  that  was  not  equity  to  him. 

X-2  suddenly  found  himself  paying  2  percent  to  the  Government 
on  the  face  of  his  mortgage;  but  his  taxation  and  interest  problems 
were  ended  with  that.  Most  certainly,  also,  he  is  receiving  a  definite 
service  for  his  2  percent.  And  X-1  is  satisfied.  Apparently  X-1 
is  receiving  tax  exemption  for  his  protective  service,  X-2  is  paying 
for  the  protective  service  of  the  group,  of  which  he  is  now  one  of 
the  chief  beneficiaries;  and  X-3  is  tax  exempt  on  as  much  of  his 
owned  surplus  as  he  wants  to  be,  tax  exempt  on  his  owned  and  used 
property,  and  paying  a  small  protection  charge  for  the  balance. 
Business  seemed  better  exempted  from  this  2  percent  which  ap- 
plied to  Mr.  X-2. 

These  principles,  leading  to  new  and  honest  relations  between 
these  three,  transferred  even  the  present  ruinous  conditions  shown 
in  the  first  picture,  on  page  3  create  the  second  picture  so  suddenly, 
with  so  little  economic  disturbance,  that  it  seems  impossible.  The 
Government  of  the  second  picture  can  pay  its  old-age  pensions  from 
its  Treasury ;  and  the  unemployment  problem  is  gone — until  people 
are  living  in  homes  instead  of  rooms. 

The  idea  of  the  United  States  Government,  even  in  the  difficulties 
so  clearly  apparent,  paying  a  few  of  its  people  for  the  privilege 
of  keeping  their  property  for  them  in  the  safest  place  in  tiie  world, 
is  ridiculous. 

Interest  has  been  outlawed,  by  name  and  with  full  intent,  at 
many  periods  in  many  countries.  This  fact  is  more  generally  known 
than  advertised.  That  it  has  not  been  considered  a  vital  factor 
in  the  creation  of  a  depression  is  due  to  itsi  effects  being  hidden.  It 
slowly  destroys  markets,  slowly  increases  taxation,  slowly  brings 
government  under  its  power;  slowly  takes  the  reward  of  their  pro- 
duction away  from  people;  and  during  all  these  exploits,  it  has 
every  appearance  of  being  perfectly  equitable  in  every  way. 

Its  thoroughness  is  nothing  less  than  amazing. 

In  every  way  it  is  deceptive.  An  interest  rate  of  25  percent  per 
year,  when  people  own  their  own  homes  and  farms,  business  prop- 
erty is  owned  by  business  men,  and  there  is  no  national,  State,  or 
city  debts — all  these  are  conditions  in  a  new  country — that  25  per- 
cent interest  rate  has  no  economic  effect,  because  no  one  pays  it. 

On  the  other  hand,  combine  a  centralization  of  ownership  and  a 
<5  percent  interest  rate,  and  the  situation  becomes  ruinous,  and  people 
and  business  and  Government  itself  find  themselves  paying  a  large 
share  of  their  income  to  the  ownership  of  their  homes  and  farms 
and  businesses. 

The  differential  between  w^ages  and  prices  increases.  _  The  Gov- 
ernment finds  itself  burdened  with  embarrassing  obligations  to  pri- 
vate capital.  People  try  to  "  save  "  and  pay  their  debts  and  in  the 
process  disappear  as  markets  for  the  other  people's  production — 
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business  wonders  where  the  business,  the  trade,  went — and  imem- 
plovnient  is  suddenly  a  national  problem. 

Heretofore,  Government,  intent  on  the  protection  of  all  the  re- 
spective rif^hts,  has  fully  cooperated  in  the  process  by  sending  its 
own  sheritf  to  eject  people  from  their  homes  and  farms,  and  selling 
out  those  businesses  at  auction,  and  then  presenting  the  homes  or 
the  farms,  or  the  businesses,  or  the  proceeds  of  their  sale,  to  the 
holder  of  the  mortgage;  while  at  the  same  time  voicing  regret  at 
the  centralization  of  ownership. 

This  has  been  accepted  as  necessary  in  the  continuation  of  Govern- 
ment under  the  Constitution,  to  protect  the  right  of  the  person  to 
own  his  own  home,  and  his  own  fann,  to  protect  the  sanctity  of  the 
contract;  and  the  advantages  of  such  ownership  are  many.  As  a 
result  of  the  uncovering  of  these  new  principles  of  equity,  private 
ownership  may  now  be  definitely  separated  from  its  evil  conditions. 

The  only  change  in  the  financial  machine  as  it  affects  the  average 
person  is  that  he  will  not  receive  2,  11/2,  or  3  percent  interest  on  bank 
deposits.  The  receipt  of  interest  from  savings,  advertised  to  be  of 
such  terrific  aid  to  the  workingman  wliile  he  was  accumulating  his 
theoretical  and  mythical  fortune,  has  been  about  the  most  expensive 
luxury  that  workingman  has  ever  had.  As  a  red  herring,  to  make 
interest  respectable  and  to  make  inequity  appear  to  be  equity,  it  has 
been  a  stupendous  success.  Money,  unfortunately  or  fortunately, 
falls  into  the  "  outside  mutuality  "  class,  and  the  banker's  functions 
become  sufficiently  changed  and  simplified  to  become  vastly  more 
understandable.  The  storing  and  keeping  of  money  safely  is  a  service 
that  should  be  charged  for  and  paid  for.  A  banking  system,  in  any 
economic  pattern,  which  pays  the  depositor  for  that  privilege  has 
something  about  it  decidedly  too  strange  and  unusual,  certainly.  A 
banking  system  should  be  the  last  thing  in  the  world  to  harbor  any 
strange,  unusual,  and  speculative  conditions  so  close  to  the  savings  of 

people. 

The  bank  of  a  social  system,  as  you  gentlemen  know,  is  actually  all 
the  combined  savings  of  people,  under  whoever's  ownership.  There 
is  actually  no  more  economic  justification  or  respectability  for  that 
bank,  the  possession  of  that  property,  demanding  as  its  just  due  the 
reward  of  industry  or  enterprise  or  production,  than  for  a  banker  in  a 
poker  game  to  do' the  same  thing.  As  a  poker  player,  the  American 
citizen  would  object  strenuously.  In  the  much  more  iniportant  eco- 
nomic structure  and  process  the  relation  of  the  banker  is  exactly  the 
same  and  his  responsibility  and  functions  are  the  same.  I  am  quite 
sure  that  this  cormnittee  is  much  less  impressed  with  the  respectiability 
of  such  a  situation  than  the  average  citizen,  who  may  have  been  a 
little  too  liable  to  be  impressed  by  nonessentials. 

I  do  not  wish  the  committee  to  class  me  as  a  radical  or  to  believe 
that  I  have  made  any  radical  proposals.  The  committee  knows  far 
better  than  the  general  population  the  urgent  necessity  for  an  im- 
mense and  an  immediate  change  for  the  better.  I  only  show  the 
committee  another  picture :  First,  of  a  complete,  though  small,  social 
system,  with  interest  at  6  percent,  but  with  people  owners  of  their 
own  homes,  and  Government  without  a  national  debt,  and  business 
houses  owned  bv  the  business  men,  as  the  first  picture;  and  as  the 
second  picture  the  same  social  system,  impoverished  and  desperate 
because  of  the  steady  drain  into  the  possession  of  centralized  owner- 
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ship  due  to  this  same  interest  rate,  giving  this  ownership  the  hereto- 
fore unquestioned  right  to  take  from  this  social  system  without  the 
obligation  to  add  to  it. 

Perhaps  this  last  picture  will  show  that  definite  action  is  imme- 
diately necessary  to  protect  the  rights  of  people  against  the  type  of 
ownership  which,  while  Congress  and  people  have  protected  it,  and 
it  has  accepted  and  demanded  that  protection,  yet  has  believed  itself 
justified  in  taking  their  homes  and  in  effect  reducing  a  whole  people 
to  a  disgraceful  condition  of  poverty  and  genuine  servitude. 

These  principles,  these  new  and  honest  relations  between  the  four 
parties  in  interest  shown  on  page  4,  the  third  picture,  transferred 
even  to  the  present  ruinous  conditions  which  I  have  exactly  and  hon- 
estly shown  on  page  3,  the  first  picture,  create  the  second  picture 
shown  on  page  3,  with  so  little  economic  disturbance  and  so  little 
delay  that  it  must  be  impressive.  The  committee,  I  believe,  should  be 
convinced  that  to  a  great  degree  we  came  into  this  long  period  of 
depression  by  this  same  road ;  in  this  case  we  simply  go  out  the  way 
we  came  in ;  a  perfectly  logical  and  sane  process. 

It  is  a  simple  tax,  5  percent  per  year  on  the  surplus  of  property 
not  in  use  by  the  individual;  and  even  that  tax  easy  of  complete 
escape,  so  that  the  tax  is  actually  absent.  It  is,  I  believe,  a  just 
tax.  Moreover,  I  believe  it  will  be  found  that  it  is  something  new 
and  never  experienced — a  rather  popular  tax. 

Even  the  benefit  received  by  ownership  which  is  at  present  receiv- 
ing interest  is  substantial.  A  vast  number  of  people  become  a  great 
deal  more  willing  to  allow  its  retention,  where  before  they  have  been 
seriously  considering  taking  it  away,  quite  unceremoniously.  That 
is  no  secret. 

A  2-percent  tax  on  the  face  value  of  indebtedness — that  individual, 
however,  has  suddenly  been  relieved  of  his  interest  burden — a  third 
of  that  paid  in  tax  could  not  be  held  to  be  a  bad  bargain. 

Business,  which  has  been  and  is  now  under  a  constant  pressure  to 
pay  notes,  and  pay  exorbitant  taxes,  and  has  been  wondering  how  it 
would  pay  interest  on  bonds  and  bank  loans,  and  high  rents,  is 
suddenly  relieved  of  that  pressure,  and  with  the  disappearance  of 
its  burdens,  suddenly  appear  new  markets  which  before  had  been 
absent — destroyed. 

Suddenly  the  city  and  State,  burdened  with  indebtedness  on  which 
it  cannot  pay  the  interest,  is  stripped  of  that  interest  charge  and 
the  relief  rolls  disappear  as  if  by  magic. 

The  Government  itself,  faced  with  terrific  emergency  expenditures, 
suddenly  finds  the  condition  reversed,  and  its  income  exceeds  the 
outgo. 

People  who  have  been  existing— -whole  families  in  one  room — sud- 
denly find  that  at  last  they  are  able  to  buy  a  home  and  only  pay 
for  it  once — before  they  had  to  pay  for  it  two  or  three  times  before 
they  received  it — and  an  unemployed  army  goes  back  to  work. 

Mr.  Chairman,  I  am  not  an  optimist,  nor  a  radical.  Many  people 
have  said  that  we  are  now  on  our  way  out  of  our  present  difficulties. 
I  say,  emphatically,  no,  to  that. 

But  basic  errors  of  this  nature  are  not  uncovered  every  day,  or 
every  century.  I  do  not  believe,  therefore,  that  I  can  yet  fairly  b& 
held  to  be  too  optimistic. 
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I  do  not  for  an  instant  believe  this  to  be  a  final  step.  On  the 
other  hand,  it  is  not  an  expensive  temporary  expedient,  based  on  a 
dim  hope  that  when  and  if  conditions  improve,  our  grandchildren 
will  be  able  some  day  to  pay  the  bills. 

It  should  be  accepted,  I  believe,  as  a  safely  beneficial  and  neces- 
sary step ;  and  it  is  an  honest  step,  and  in  full  accord  with  the  spirit 
of  the  Constitution  of  the  United  States  and  with  the  letter  of  the 
Constitution,  also. 

Possession  of  property  of  whatever  type  should  not  take  the  reward 
of  production  and  enterprise.  Economically,  it  is  impossible.  It 
did  not  take  it  when  this  Government  was  organized ;  and  it  should 
not  take  it  now.  That  condition  was  a  good  condition,  and  it  was 
an  honest  condition.  Any  other  condition  is  a  bad  condition,  and  it 
is  a  dishonest  condition. 

It  has  been  said  that  the  N.  R.  A.  was  a  long  step  forward,  and 
somewhat  radical.  I  have  spoken  of  the  N.  R.  A.  today  as  a  sound 
step  backward,  to  much  more  solid  ground.  This  step  which  I  have 
outlined  is  the  same  type  of  step,  in  the  same  direction  as  the  N.  R.  A., 
and  to  much  more  solid  ground  than  is  under  us  at  present. 

Further,  gentlemen,  the  business  structure,  which  the  N.  R.  A.  has 
been  struggling  so  determined!}^  to  haul  out  of  its  difficulties,  now 
needs  a  market  for  its  products  and  services,  and  it  must  have  that 
market.  This,  may  I  say,  is  the  soundest  and  most  honest  way  to 
create  that  market. 

It  is  only  one  of  the  many  benefits  to  come  from  this  new  concep- 
tion of  jDroperty  rights,  and,  if  I  may  say  so,  the  new  understanding 
of  the  rights  that  people  have. 

I  would  like  to  ask  you  one  question,  Mr.  Chairman. 

The  Chairman.  Yes? 

Mr.  Williams.  Would  it  be  possible  to  have  those  illustrations 
included  also  in  the  record? 

The  Chairman.  This  cannot  be  in  the  record. 

Mr.  Williams.  They  are  all  ready  for  duplication  by  the  machine. 

The  Chairman.  We  will  see  about  that.  The  clerk  will  have  to 
make  an  investigation  as  to  whether  or  not  it  would  delay  the 
printing. 

Mr.  Williams.  It  would  not  delay  the  printing  of  the  record  at 
all. 

The  Chairman.  The  clerk  will  investigate  that. 

The  next  witness  is  Joseph  P.  B.  Weir,  of  Washington,  D.  C.  How 
much  time  do  you  want,  Mr.  Weir? 

Mr.  Weir.  About  15  minutes. 

The  Chairman.  We  cannot  give  you  15  minutes ;  we  will  give  you 
10  minutes ;  but  I  may  say  that  if  you  will  just  take  your  statement 
and  put  it  in  the  record  it  will  be  considered.  Just  give  us  the  high 
points  in  your  criticism,  your  praise,  or  your  suggestion. 

STATEMENT  OF  JOSEPH  P.  B.  WEIR,  WASHINGTON,  D.  C. 

Ml-.  Weir.  Gentlemen  of  the  committee,  let  us  take  the  problem 
of  old-age  ])ensions  and  try  to  ascertain  the  best  and  least  expensive 
form  of  helping  all  citizens  in  all  States. 

In  the  first  place  the  Congress  should  not  make  appropriations  to 
this  end,  neither  should  the  several  States  make  contributions  to 
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assist  this  cause,  only  upon  one  single  extent,  that  be  by  contributing 
114  percent  of  all  inheritance  taxes  collected  by  them.  Any  other 
form  of  assistance  by  either  is  only  an  added  tax  on  our  citizens. 
However,  the  Federal  Government  should  handle  all  funds,  regard- 
less to  the  source  of  such ;  in  this  we  secure  such  funds  to  a  greater 
extent  than  in  any  other  manner. 

It  is  an  acknowledged  fact  that  old-age  pensions  is  a  means 
through  which  citizens  may  be  assured  by  our  Nation  a  privilege  not 
now  recognized ;  it  will  cause  a  greater  confidence,  a  lesser  burden  on 
the  younger  generation,  and  a  help  to  industry  that  would  take  many 
pages  to  detail  in  full. 

Due  to  the  fact  that  industry  does  refuse  to  hire  men  past  40  years 
of  age,  plus  the  surrounding  conditions,  physically  and  otherwise, 
that  the  age  of  60  years  is  the  most  logical  age  to  be  given  con- 
sideration. 

Senator  King.  Between  40  and  60? 

Mr.  Weir.  Sixty  years  should  be  the  age  requirements. 

States  should  be  represented,  and  have  equal  voice  in  any  such 
system  that  may  be  considered  by  this  Nation.  Which  should  be 
national  in  scope. 

This  method  of  treating,  and  the  simplicity  therein  contained 
would  save  us  from  many  ills,  and  grief  that  we  are  assured  will 
grow  out  of  the  provisions  in  the  proposed  act.  Such  will  create 
confidence ;  treat  all  equal ;  tender  States  their  right  to  assist,  and 
avoid  a  possible  revolution  when  once  the  true  lines  become  familiar 
to  our  citizens. 

It  is  well,  should  the  Government  care  to  offer  old-age  annuities 
to  those  who  care  to,  or  may  take  advantage  of  such  but  it  is  a  proven 
fact  that  a  voluntary  system  alone  is  not  sufficient,  and  is  more 
costly  in  the  end  if  that  be  the  only  method  of  assurance. 

There  is  much  talk  by  citizens  who  have  never  had  the  opportunity 
to  experience  conditions  surrounding  them,  due  to  the  fact  that  they 
have  been  in  the  more  fortunate  group,  therefore  do  not  honestly 
realize  the  difficulty  many  citizens  experience  in  caring  for  a  large 
family  on  the  wages  paid  the  greater  portion  of  our  citizens.  But  in 
our  almshouse  today  we  have  many  persons  who  one  day  were  well 
fixed,  so  to  speak,  financially;  the  unexpected  reverse  causes  them  to 
seek  shelter  in  almshouses,  and  they  have  our  sympathy,  and  that's 
all.  Therefore,  it  is  for  that  reason  I  make  the  statement  that  all 
citizens  should  come  under  the  head  of  whatever  system  we  consider. 

The  Economic  Security  Act  creates  for  our  country  a  policy,  or 
plan,  that  has  never  been  attempted  by  any  other  country,  in  that  it 
attempts  to  cover  too  many  cares  at  one  time — old-age  pensions, 
old-age  annuities,  unemployment  insurance,  maternal,  and  child 
health.  A  step  that  no  other  country,  as  yet,  has  attempted  all  at 
one  time. 

Senator  King.  You  would  favor  dividing  this  bill  then,  and  if  we 
pass  any  feature  of  it,  to  pass  the  old-age  pension. 

Mr.  Weir.  That  would  be  preferable;  yes,  sir. 

Senator  King.  Try  that  experiment  and  then  at  the  next  ses- 
sion  

Mr.  Weir  (interposing).  Not  the  one  that  is  mentioned  in  the 
economic  security  bill,  for  the  simple  reason  that  it  does  not  assist 
all  citizens. 
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Senator  King.  Very  well;  proceed. 

Mr.  Weir.  Other  countries  have  had  years  of  experience  in  this 
field,  and  it  will  be  noted  that  they  have  only  reached  such  extended 
cares  by  addin":  to,  and  by  amending  yearly,  their  original  acts,  and 
in  some  instances  have  made  an  entire  change  in,  as  many  as  three 
times  to  reach  their  goal,  and  at  that  it  is  knoAvn  that  no  system  is 
as  yet  complete. 

Years  of  experience  have  we  in  the  tare  of  our  aged  dependents, 
and  no  credit  is  due  anyone  for  the  fashion  in  which  such  has  been 
done,  in  the  form  of  almshouses,  poorhouses,  and  pauper  farms,  the 
cost  of  which  has  run,  as  per  our  own  records,  from  $4,374  per  year 
for  the  care  of  one  pauper  down  to  $36  per  month.  However,  Wis- 
consin claims  as  an  only  State  to  have  lowered  its  almshouse  cost  in 
1933  to  $21.70  per  month.  The  average  cost  of  almshouse  care  is 
about  $40  per  month  throughout  the  States. 

I  here  quote  the  words  of  our  past  Secretary  of  Labor. 

Senator  King.  Mr.  Davis? 

Mr.  Weir.  Mr.  Davis.     He  states : 

On  the  whole,  however,  the  entire  management  and  control  of  ijauper  insti- 
tutions is  vested  in  local  bodies,  and  State  authorities  and  the  public  at  large 
know  practically  nothing  about  them.  How  serious  tliis  responsibility  is  taken 
l)y  the  county  officials  to  whom  it  is  intrusted,  what  degree  of  care  it  insures  the 
inmates  and'  the  cost  to  the  communities,  depend  wholly  on  the  interest  and 
enlightenment  of  these  elected  officials  and  the  public  they  represent.  In  con- 
sequence the  story  of  American  almshouses  is  a  story  of  haphazard  conditions, 
covering  every  degree  of  efficiency  and  economy,  and  of  waste,  extravagance, 
and  mismanagement,  of  sympathetic  treatment  and  honest  effort  to  make  an 
almshouse  a  home,  and  of  neglect,  indifference,  and  downright  inhumanity. 

It  is  possible  for  me  to  continue  in  this  way  by  defining  every 
detail  of  almshouse  care,  but  I  do  feel  that  those  of  us  who  are 
familiar  with  such  study  need  not  be  told  of  such;  therefore  it  is 
my  plea  that  we  do  take  some  steps  to  rid  ourselves  of  this  condition, 
and  that  by  making  possible  old-age  pensions  permit  those  who  are 
able  to  continue  to  live  in  their  own  homes  in  the  same  sphere  in 
which  they  are  accustomed  to  and  at  the  same  time  be  of  some  assist- 
ance to  the  younger  generation.  Here  we  all  know  almshouse  care 
is  not  desirable.  Now,  as  for  the  States'  pension  acts :  They,  too,  are 
not  a  best  plan  or  system,  and  by  no  means  should  w^e  accept  any 
measure  as  the  Economic  Security  Act  proposes  in  that  it  forces  the 
States  to  accept  a  system  that  is  acknowledged  as  a  broken-down 
system. 

We  note  that  the  State  of  Nevada  enacted  their  pension  laws  in 
1925.  That  is  enough  years  to,  by  now,  know  the  goodness  or  the  ills 
contained  in  any  act. 

The  State  of  Kentucky  enacted  their  pension  laws  in  1926.  That 
too  is  enough  years  of  experience  to  know  how  their  citizens  accept 
such  an  act. 

West  Virginia  enacted  their  pension  laws  in  1931,  and  that  was 
not  last  year.  Now,  the  last  three  mentioned  States,  with  all  the 
years  they  have  had  their  pension  acts  on  the  books  of  their  respec- 
tive States,  are  not  paying  pensions.  What  good  is  an  act  on  the 
books  of  any  State,  if  their  citizens  do  not  benefit  by  such  an  act? 
Again  my  reason  for  making  mention  of  these  three  States  is  that, 
in  all  press  items,  and  in  all  radio  speeches  we  hear  the  same  men- 
tioned, there  are  28  States  with  a  pension  act  on  their  books.    These 
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3  States  are  in  that  so-called  "28  States."  Are  they  examples  we 
should  follow? 

Maryland  enacted  their  pension  laws  in  1927.  There  is  a  popu- 
lation of  over  1,631,526  in  24  counties  and  in  1932  this  State  paid 
just  143  pensions  to  their  citizens,  and  in  1933  they  paid  141  pen- 
sions. Is  this  an  example  for  us  to  accept  as  a  proper  plan  to 
follow?  There  must  be  something  wrong  that  in  all  these  j^ears 
one  county  alone  recognizes  such  an  act.  Does  it  not  seem  possible 
that  if  such  an  act  was  acceptable  or  wonderful  that  the  other  23 
counties  would  not  have  found  it  out  by  now,  and  recognized  this 
act  too? 

Wisconsin  enacted  their  pension  lav/s  in  1925,  and  with  71  counties 
in  this  State  there  are  only  7  counties  that  will  recognize  snch  an  act. 

Senator  Barklet.  Are  these  laws  optional  with  the  counties? 

Mr.  Weir.  They  are  optional,  that  is  exactly  what  I  say;  yes,  sir. 

Senator  Barklet.  This  bill  does  not  provide  for  county  option? 

Mr,  Weir.  No;  but  it  forces  a  condition  on  the  States. 

Senator  Connally.  That  is  what  you  want  to  do,  isn't  it? 

Mr.  Weir.  But  the  condition  we  are  forcing  does  not  cover  it,  and 
the  reason  these  counties  do  not  accept  this  condition  is  that  it  is  too 
expensive  in  that  way  as  they  have  to  have  it  and  there  are  not  great 
enough  number  assisted  by  these  acts. 

Senator  Connallt.  The  more  that  are  assisted,  the  more  expensive 
it  would  be.  On  the  one  hand  you  say  it  is  not  adopted  by  the  States 
because  it  is  too  expensive,  and,  on  the  other  hand,  you  say  it  is  too 
expensive  to  be  adopted  by  the  States. 

Mr.  Weir.  Do  not  twist  me  around. 

Senator  Connallt.  I  am  not  trying  to  twist  you  around ;  I  am 
trying  to  untwist  you. 

Mr.  Weir.  The  most  of  these  counties  are  forced  to  pay  two-thirds 
and  the  State  one-third.  In  some  cases  the  counties  saddle  the  en- 
tire cost,  but  the  citizens  have  not  recognized  this  for  the  simple 
reason  it  has  not  been  official  to  a  large  enough  group. 

Senator  Connally.  What  is  your  plan  now  ?  I  would  rather  hear 
what  you  propose. 

Mr.  Weir.  It  is  my  intention  to  leave  this  proposed  bill  with  you, 
Mr.  Chairman,  also  my  objections  to  the  present  social  security  bill, 
no.  1130. 

The  Chairman.  Yes.  You  have  made  some  very  constructive 
suggestions. 

Mr.  Weir.  I  have  some  of  Miss  Perkins'  remarks. 

Senator  King.  We  have  heard  Miss  Perkins. 

Mr.  Weir.  Yes ;  but  3^ou  have  not  heard  her  in  the  way  I  have. 

The  Chairman.  Put  those  in  the  record  and  elaborate  on  anything 
that  you  desire. 

Mr.  Weir.  That  is  what  I  want  to  put  forth  there.  Now  comes 
this  matter  of  cost.  New  York  is  our  State  which  has  the  greatest 
population  of  beneficiaries.  In  1932  New  York  expended  $15,550,000 
on  pension  payments.  At  the  same  time  it  expended  $11,918,300  on 
alms  upkeep  for  that  same  period.  It  costs  New  York  in  this  year, 
1932,  $23.80  to  pay  each  pension.  What  I  am  getting  at  is  that  these 
pensions  that  we  are  trying  to  force  on  the  States,  to  prove  that  the 
greater  number  of  pensions  paid  the  more  it  costs  to  pay  them,  which 
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is  directly  opposite  to  any  business  rule.  Where  mass  production  is 
afforded,  there  should  be  less  cost  per  unit. 

The  Chairman.  You  have  had  15  minutes.  Thank  you  very  much, 
and  put  it  in  the  record,  and  the  committee  is  going  to  study  this 
record  before  anything  is  done. 

Mr.  Weir.  I  certainly  trust  that  they  do. 

The  Chairman.  They  will.  We  have  a  pretty  hard  tangle  here 
to  untangle  before  we  get  through — to  compose  all  of  the  differences 
that  have  expressed  here. 

Mr.  Weir  (continued).  My  findings  are  that  there  is  not  a  large 
enough  number  of  citizens  benefited  by  these  acts  to  cause  enough 
interest.  This  is  due  to  the  clauses  necessary  for  individual  States  to 
include  as  a  protection  to  States'  money  and  in  the  words  makes  in- 
eligible many  honest,  deserving,  aged  citizens.  This  includes  all 
States.  On  ithe  whole.  States'  acts  are  not  what  they  were  at  first 
thought  to  be.  Therefore,  our  experience  has  taught  us  a  lesson. 
Let  us  be  guided  by  such. 

To  support  my  contention  that  States'  pension  systems  are  broken 
down,  let  me  at  this  time  quote  a  publication  on  December  28,  1934. 

Miss  Perkins  strongly  endorses  a  plan  which  would  provide  Federal  subsidies 
to  States  passing  legislation  guaranteeing  an  annual  noncontributory  pension 
for  needy  persons  60  or  65  years  old.  Such  a  program  she  feels  is  necessary  be- 
cause that  the  old-age  system  now  in  effect  in  28  States  has  broken  down. 

I  am  in  full  accord  with  our  Secretary  of  Labor  in  her  feeling  in 
this  matter,  and  I  greatly  appreciate  the  truthful  admission  of  one  I 
know,  does  know,  of  this  condition. 

This  again  causes  me  to  repeat  that  the  economic  security  act  does 
plan  to  force  our  States  to  accept  a  system  that  is  known  to  be  a 
broken-down  system  and  not  a  best  step  to  follow. 

Here  is  another  angle  of  this  system. 

The  State  of  New  York  expended  in  the  form  of  pension  payments 
in  1932  the  sum  of  $15,454,308,  and  in  the  same  period  they  ex- 
pended on  alms  upkeep  the  sum  of  $11,910,416.  In  this  same  year  it 
cost  New  York  $23.80  to  pay  their  pensions,  or  a  total  of  $1,289,603. 
A  total  expenditure  in  this  year  of  the  sum  of  $28,654,327  to  such 
care. 

The  State  of  Massachusetts  expended  in  the  form  of  pension  pay- 
ments in  the  same  period,  the  sum  of  $4,249,614  and  on  alms  upkeep 
the  sum  of  $10,903,115.38. 

Now  here  is  a  condition  that  is  directly  opposite  to  any  business 
rule.  It  is  known  that  where  mass  production  is  afforded,  the  less 
cost  per  unit,  but  with  pension  payments  such  is  reversed,  in  other 
words.  New  York  paid  pensions  to  54,185  dependents  and  it  cost 
$23.80' to  pay.  California  paid  12,508  pensions  and  it  cost  $22.08  to 
pay  these  pensions.  New  Jersey  paid  7,000  pensions  and  it  cost 
$15.14  to  pay  these  pensions.  Utah  paid  1,225  pensions  and  it  cost 
$8.03  to  pay  their  pensions.  In  true  words  where  the  greater  num- 
ber of  pensions  are  paid,  the  greater  cost  per  pension  to  pay,  and 
where  the  less  in  number  to  pay  the  less  cost  to  pay. 

This  is  the  condition :  Where  the  greater  number  of  pensions  paid, 
it  affords  an  opportunity  to  slide  in  a  greater  number  of  political 
favor.s — paid  persons — that  will  not  be  noticed,  but  where  the  less 
number  pensions  are  paid  it  is  not  possible  to  exercise  this  favor 
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without  notice.  Therefore  this  is  an  unnecessary  cost  and  not  an 
efficient  method. 

In  this  I  feel  that  it  does  to  some  extent  assist  in  the  estimation  and 
weight  placed  on  the  proposed  measure  to  force  States  to  accept  such 
a  system  with  this  information  before  us;  however,  if  such  be 
requested  I  am  in  a  position  through  study  to  give  many  more 
examples  as  to  why  we  should  avoid  this  step. 

The  economic  security  act  does  not  provide  means  whereby  all 
States  may  voice  their  difference,  or  explain  reasons,  arbitrate.  They 
must  accept  the  word  of  the  administrator  as  final,  one  who  is  not 
elected  but  appointed. 

It  will  create  a  political  machine  of  high-salaried  administrative 
ojSicers.  The  entire  system  is  without  a  standard.  Old-age  pensions 
should  not  be  designed  for  loafers  or  wasters ;  every  application  must 
furnish  proof  of  his  character  and  his  right;  and  all  citizens  should 
have  this  right.  Taxpayer's  money  should  not  be  wasted,  as  he  is 
helping  a  worthy  cause. 

As  per  provisions,  the  Federal  Government  is  within  this  act  if 
it  pay  but  $1  a  month  to  aged  citizens  in  States  recognized  or  less 
due  to  the  omission  of  a  minimum  figure;  section  6,  article  C,  and 
section  7,  page  8. 

It  does  not  state  that  the  Federal  Government  shall  pay  one-half 
of  States'  expenditures  for  this  purpose,  nor  does  it  state  that  the 
Federal  Government  will  pay  $15  a  month  to  each  assisted  citizen 
in  the  recognized  States.  That  is  the  maximum;  and  as  per  section 
6,  article  C,  the  States'  allotments  may  be  diminished  to  that  per- 
centage which  the  appropriation  bears  to  the  sum  of  all  allotments; 
$125,000,000  is  the  sum  after  the  first  year. 

That  States'  moneys  who  may  not  be  in  a  position  to  accept  these 
terms  will  be  extended  or  used  to  benefit  other  States,  and  it  will 
not  benefit  in  any  way  by  its  own  money  paid  to  assist  its  govern- 
ment. 

Any  citizens  who  mnj  by  chance  reside  in  a  State  which  does  not 
recognize  this  act  will  not  be  regarded  as  a  citizen  but  as  one  not 
worthy  of  assistance  in  time  of  need,  and  he  himself  is  not  respon- 
sible for  the  act  of  that  State's  officials.  This  is  not  equal  benefit,  and 
I  have  every  reason  to  feel  and  state  that  such  may  breed  discontent 
and  other  conditions  I  fear  to  make  mention  of.  I  trust  that  it  be 
understood. 

It  is  known  that  the  year  of  1940  will  naturally  be  the  expiration 
of  term  of  office  for  the  present  administration,  should  it  be  returned 
in  1936.  This  act  is  so  arranged  that  nothing  is  to  truly  start  until 
1940.  The  tax  increase  begins,  the  age  requirement  will  be  dropped 
in  that  year,  due  to  the  fact  that  YO  years  of  age  will  be  permitted  to 
continue  in  the  States'  acts  until  1940,  and  then  it  will  be  lowered  to 
65  years.  We  have  14  States  with  the  age  requirement  of  TO  years : 
Arizona,  California,  Indiana,  Massachusetts,  New  York,  New  Jer- 
sey, Oregon,  Pennsylvania,  Montana,  and  Wisconsin,  with  North 
Dakota,  65  years  required.  All  these  States  may  continue  their  pres- 
ent age  limits  until  1940.  These  are  the  principal  States  on  a  pen- 
sion system.  I  foresee  a  condition  forced  on  the  next  party,  who- 
ever it  may  be,  due  to  this  fact.  It  will  make  eligible  millions  more 
to  pensions. 
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The  earninors  tax  starts  in  1937  at  one-half  of  1  percent,  and  in 
1942  it  soars  to  1  percent.  That  will  be  in  the  next  administration, 
and  keeps  on  going  up. 

Again  I  make  mention  of  the  administrator  of  the  old-age  pension, 
title  1  of  this  act.  What  assurance  for  the  future  have  we  that  this 
will  be  to  the  best  interest  of  the  people?  The  next  party  may  change 
to  a  person  who  is  not  truly  in  harmony  with  this  system,  and  in  this 
way  will  have  power  to  upset  the  entire  system  and  force  a  complete 
change  in  all  States'  previously  selected  heads.  As  I  have  stated,  this 
act  is  without  a  standard  whereby  all  States  may  be  assured  or 
guided  to  some  extent. 

With  greater  than  one-half  of  our  States  refusing  to  accept  the 
lines  in  this  act,  cannot  we  place  in  our  minds  a  picture  of  the  suc- 
cess of  this  act  ? 

I  do  trust  that  conditions  as  set  forth  in  this  act  be  realized,  and 
that  we  do  not  attempt  to  force  such  a  burden  on  ourselves  as  a 
Nation  as  do  these  outlined  in  this  act  suggest. 

Whatever  system  we  consider,  let  us  give  weight  of  that  cost  to 
oui'  (Tovernment  and  to  what  extent  and  how  all  citizens  assist  this 
cause  and  the  number  of  citizens  benefited  by  such,  and  to  what  ex- 
tent. 

All  elements  of  society  should  assist  a  cause  so  broad  as  this  and 
as  the  words  of  the  American  Association  for  Social  Security  but 
they  do  not  define — such  should  by  no  means  be  made  to  exist  only 
by  the  support,  as  in  all  such  mentions  when  such  is  brought  to  our 
attention,  be  assisted  only  by  those  who  are  less  able  to  aid  such 
systems,  and  to  permit  those  who  are  more  able  financially  to  be 
not  mentioned  in  the  lines  due  to  the  fact  that  they  too  benefit 
greatly  in  a  way  other  than  benefits  paid. 

It  is  necessary  to  understand  all  systems — foreign  as  well  as  do- 
mestic— so  as  not  to  miss  any  section  of  them  that  may  offer  us  pos- 
sible assistance. 

In  vieAving  the  Civil  Service  Retirement  Act  of  1920  up  to  1929 
this  system  was  unassisted  by  our  Government,  and  from  1929  to 
1938.  June  30.  our  Government  contributed  the  sum  of  $103,450,000 
to  assist  this  fund  and  created  an  annual  appropriation  of  $21,000,- 
000.  In  this  present  session.  Congress  added  to  this  fund  $20,000- 
000:  in  other  words  it  increased  its  assistance  90  percent,  thus  now 
making  an  annual  appropriati(m  of  $41,000,000.  In  1932  there  were 
25,567  annuities  on  the  roil  and  in  1933  the  roll  was  increased  by 
7,268,  making  a  total  of  32,838  annuities  on  the  roll.  In  1934,  June, 
this  roll  was  again  increased  by  11,875,  making  a  total  of  44,710 
annuities  on  the  roll. 

With  the  sum  of  $21,000,000  allotted  to  this  fund,  and  44,710 
annuities,  this  is  at  the  rate  of  $39.14  per  month  our  Government  is 
assisting  to  pay  those  retired  and  otherwise  relieved  from  service, 
besides  the  o'l^  percent  paid  by  Federal  emploj^ees.  And  with  the 
new  sum,  $41,000,000,  allotted,  it  is  at  the  rate  of  $79.41  per  month 
our  Government  assists  to  pay  those  on  the  rolls,  exclusive  of  the 
31/2  percent  paid  by  Federal  employees. 

In  other  words,  citizens  outside  the  civil-service  employment  are 
forced  to  assist  this  fund  in  the  form  of  taxes  and  in  no  way  have 
any  right  to  claim  benefits  therefrom.  Do  we  consider  the  conditions 
upon  which  these  pensions  are  paid?     Regardless  to  property  hold- 
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ings  or  financial  standing  of  those  receiving  or  eligible  to  such  pen- 
sions, we  pay  same,  and  no  mention  is  made  of  such.  There  are 
persons  in  Washington,  D,  C,  who  own  2  and  3  houses,  getting 
revenue  from  such,  and  at  the  same  time  citizens  who  have  no  claim 
to  such  benefits  are  made  by  law  to  pay  these  pensions. 

This  is  only  a  fair  view  of  this  system;  and  it  is  my  contention 
that  a  similar  system  can  be  extended  throughout  this  Nation,  and 
that  the  sums  now  contributed  to  this  cause  be  diminished,  and  that 
all  citizens  do  assist  in  a  different  manner,  which,  in  turn,  will  relieve 
all  States  of  their  now  burden  and  overtaxed  condition  that  does 
exist.  In  this  way  we  will  be  extending  such  rights  to  all  citizens 
and  not  only  a  few  who  may  by  chance  come  under  its  head.  I  have 
a  complete  plan  that  I  have  concluded  only  after  7  years'  constant 
effort  and  study,  and  unassisted  by  anyone  knowingly.  I  am  satis- 
fied at  any  time  to  explain  in  full  this  system  and  do  at  this  time 
offer  the  chairman  of  this  committee  an  outline  of  this  plan.  Trust- 
ing that  I  may  be  given  that  opportunity  to  explain  their  lines,  as  I 
know  there  are  pliases  included  that  may  not  be  fully  understood, 
I  am  at  leisure  at  any  time  it  is  the  pleasure  of  this  connnittee  or 
any  other  parties  they  may  direct  or  suggest. 

I  thank  you. 

(The  matter  referred  to  above  follows:) 

Objections  to  S.  1130,  Social-Security  Bill 

The  entire  bill  is  without  a  standard. 

It  creates  a  political  machine  of  high-salaried  administrative  officers. 

No  State  has  any  right  to  arbitrate  on  any  differences  that  may  arise. 

Forces  States  to  enact  an  individual  State  iiension  law,  wliich  has  been 
proved  to  be  an  unsuccessful  venture  and  has  boen  admitted  to  be  a  broken- 
down  system,  in  which  only  a  small  number  of  citizens  can  be  cared  for ;  due 
to  the  added  clauses  necessary  to  protect  citizens  of  that  State,  in  turn,  makes 
ineligible  citizens  who  are  deserving  and  honest  otherwise. 

Is  not  constitutional,  due  to  the  fact  that  more  than  half  of  the  States 
will  be  forced  to  pay  taxes  for  benefits  which  they  themselves  will  be  denied. 
Not  an  equal  benefit — section  8,  Constitution  of  the  United  States. 

Further,  the  higher  reaches  of  society  are  protected  from  assisting  a  cause 
so  worthy  and  broad  as  this  aim. 

The  entire  bill  is  arranged  so  as  that  nothing  will  start  until  the  present 
administration  has  left  office,  1940,  at  which  time  the  next  party,  whoever  it 
may  be,  will  be  subject  to  the  advanced  payments  as  arranged  in  the  bill. 

No  benefits  will  be  effective  in  the  near  future. 

The  70-year  age  requirement  is  permitted  to  remain  until  1940. 

The  10-year-resident  clause  need  not  be  changed  as  per  the  bill. 

Not  an  assurance  for  the  future ;  in  this  way  the  administrator  who  is 
appointed  has  full  power.  The  next  administrator,  who  is  not  elective,  may 
not  be  in  harmony  with  the  system;  but,  due  to  the  fact  that  he  has  the 
power,  he  can  upset  the  whole  system,  and  the  States  are  not  permitted  to 
voice  their  side;  therefore,  they  maybe  ignored  as  States  and  citizens,  foir- 
gotten  as  all  States  in  the  start  who  do  not  join  in  a  known  failure. 

The  bill  will  be  carried,  as  per  lines,  if  the  United  States  Government  paid 
only  $1  a  month  per  aged  citizen,  or  less — section  7  and  section  6,  article  O. 

Many  references  throughout  are  made  to  assuring  subsistence  compatible 
with  decency  and  health.  No  definition  is  given  to  this ;  therefore,  it  can  be 
made  to  mean  as  the  administrator  may  choose.  Such  should  be  replaced  with 
a  minimum  figure. 

No  mention  as  to  the  status  of  railway.  State,  and  Government  employees, 
should  they  become  unemployed ;  there  should  be  some  protection  offered. 

Here  is  a  comparison :  The  Civil  Service  Retirement  Act  is  just  a  little  over 
14  years  old. 

The  Federal  Government  made  no  appropriation  to  assist  this  fund  from 
1920--its  origin— until  1929.     Then,  from  1929  up  to  June  30,  1933,  the  Federal 
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Government  assisted  this  fund  to  the  extent  of  $103,450,000;  and  from  June 
30,  1033,  to  June  30,  1034,  there  was  an  annual  appropriation  of  $21,000,000. 
Now  this  session  this  $21,000,000  appropriation  was  increased  90  percent,  or 
$20,000,000,  thus  making  a  total  of  $41,000,000  annually  allotted  to  this  fund. 

In  1932  there  were  25,567  annuitants  on  the  roll. 

In  1933  there  were  32,838  annuitants  on  the  roll,  an  in  crease  of  7,268'. 

In  1934  there  were  44,710  annuitants  on  the  roll,  an  increase  of  11,875;  this 
is  as  of  June  30  in  these  years. 

Now,  witli  the  Federal  Government  contributing  $21,000,000  to  this  cause, 
with  44,710  annuitants  on  the  rolls,  as  of  this  year,  at  this  rate  the  Federal 
Government  is  paying  $39.14  per  unit  per  month;  and  with  the  90-percent  in- 
crease, or  a  total  now  of  $41,000,000,  that  is  at  the  rate  of  $76.41  per  month 
the  Federal  Govei-nment  is  paying  for  each  civil-.service  retired  employee. 

The  citizens  of  the  United  States  are  forced  to  pay  this  amount  in  tax 
form  for  this  purpose  and  are  in  no  way  subject  to  the  benefits. 

If  the  Federal  Government  can  afford  to  pay  $39.14  per  month,  besides 
the  three  and  one-half  contributed  by  the  employee,  to  retired  civil-service 
employees,  why  cannot  this  system  be  widened  to  include  all  citizens  and 
only  those  who  honestly  need  help?  And  in  place  of  the  Federal  Government 
contributing,  cause  all  elements  of  society  to  assist  this  cause? 

This  is  only  one  of  the  many  angles  necessary  to  understand  in  this  study. 
In  viewing  the  foreign  acts  we  see  many  instances  whereby  we  by  no  means 
could  give  them  a  thought,  much  less  consider  them. 

I  like  to  give  examples  of  everyday  life,  in  comparing  possible  plans  as  to 
why  such  is  necessary  and  why  such  could  be  avoided.  Therefore  I  cannot 
content  myself,  and  be  satisfied  to  explain  my  plan  or  ideas,  in  only  a  few 
minutes.  It  has  taken  me  years  to  understand,  therefore  to  be  honest  with 
the  subject  it  cannot  be  properly  explained  in  a  small  space  of  time. 

We  have  many  conditions  in  the  United  States  which  should  not  be  tolerated, 
and  such  is  known  officially. 

Bill  proposed  by  Joseph  P.  B.  Wier. 

To  provide  old-age  security  for  all  persons  over  60  years  of  age  in  the 
United  States  of  America.  To  raise  revenue  by  an  income-assurance  tax. 
The  management  of,  method  of  securing  places  to  be  established  for. 

Be  it  enacted  by  the  Senate  and  the  House  of  Representatives  of  the  United 
States  of  America  in  Congress  assembled,  That  this  act  be  known  and  cited  as 
"America's  aim,  old-age  assurance  act." 

DEFINITIONS 


Section  1.  When  used  in  this  act  the  term— 

(a)  "All  persons  in  the  United  States"  shall  mean  all  i)ersons  over  the  age 
of  21  years,  citizens  or  aliens,  so  long  as  they  have  established  a  residence 
within  the  continental  limits  of  the  United  States  of  America  for  a  period  of 
more  than  8  months. 

(b)  "Employer"  shall  mean  person,  persons,  partnership,  association,  or 
legal  representative,  trustee,  or  representative  of  any  groui)  transacting  any 
business  whatsoever,  so  long  as  they  have  assisting  them,  or  employ,  more  than 
four  persons. 

(c)  "Identification  card"  shall  mean  a  card  to  be  held  by  all  persons  in 
the  United  States  and  to  be  produced  witliin  24  hours  when  inspection  is  re- 
quested by  such  persons  authorized  to  inspect  same.  Identification  cards  to 
bear  name  of  such  person,  with  space  of  dates,  amounts  paid,  and  seal  of  re- 
ceiving agent. 

(d)  "  Income  assurance  tax  "  shall  mean  a  payment  of  3  percent  of  all  earn- 
ings from  $600  per  annum  to  $6,000  per  annum  and  of  1J^  percent  of  all  earn- 
ings in  excess  of  $6,000  ijer  annum,  whether  it  be  salary,  commission  paid 
from  dividends  earned,  or  from  profits  arising  from  any  other  nation,  so  long  as 
United  States  currency  is  involved,  directly  or  indirectly.  The  Federal  or 
municipal  governments  shall  not  contribute  in  any  other  way  than  by  I'/j  per- 
cent of  all  inheritance  taxes  collected  by  them.  Charitable  institutions  (where 
no  fee  is  charged  for  their  service)  are  exempt  from  any  tax  whatsoever. 

(e)  "  Exemption  "  shall  mean  the  payments  received  by  foreign  consuls  and 
their  aides  for  services  rendered  their  respective  ccjuntries;  further,  it  is  here 
understood  that  foreign  representatives  are  in  a  position  to  deal  direct  with 
the  United  States  Government  or  subject  themselves  to  tlie  same  income  assur- 
ance tax. 
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(f)  "Agents  to  x-eceive  income  assurance  tax"  shall  mean  any  branch  post 
office  where  money  is  received  as  deposit,  or  as  may  be  directed  by  the  Secretary 
of  the  Treasury  of  the  United  States  of  America. 

(g)  "Commissioner  of "  shall  mean  a  person  presented  by  the  Presi- 
dent of  the  United  States  to  the  Senate  and  the  House  of  Representatives  for 
their  approval,  with  the  following  qualifications: 

1.  A  United  States  citizen  by  birth. 

2.  Over  50  years  of  age. 

3.  Is  in  harmony  with  such  a  plan,  and  understands  same. 

4.  Is  not  a  member  of  or  a  stockholder  in  any  business-transacting  group. 

5.  To  be  responsible  for  the  management  and  maintenance  of  the  system. 

6.  To  be  compensated  by  an  amount  not  to  exceed  $9,000  per  annum  and 
necessary  travel  to  properly  direct. 

(h)    "Assistants  to  the  Commissioner  of  "  shall  mean  three  persons 

to  be  appointed  by  and  in  the  same  manner  as  the  Commissioner  of  ■, 

with  the  same  qualifications. 

1.  To  be  under  the  direct  supervision  of  the  Commissioner  of  . 

2.  To  be  compensated  by  an  amount  not  to  exceed  $7,000  per  annum,  and 
travel  as  directed. 

(i)  "Chief  surgeon"  shall  mean  a  person  presented  to  the  President  of 
the  United  States  by  at  least  two  medical  or  surgical  institutions  in  good 
standing  in  the  United  States,  in  turn  is  offered  by  the  President  to  the  Senate 
and  the  House  of  Representatives  for  their  approval. 

1.  With  the  same  qualifications  as  the  Commissioner  of  ,  further,  to 

be  a  regularly  licensed  physician  and  surgeon. 

2.  To  be  responsible  for  all  medical  and  surgical  activities  on  all  places  that 
may  be  established. 

3.  To  be  compensated  by  an  amount  not  to  exceed  $15,000  per  annum  and 
necessary  travel  to  properly  direct. 

(j)  "Assistant  to  the  chief  surgeon"  shall  mean  three  persons  appointed  by, 
and  in  the  same  manner  as  the  chief  surgeon. 

1.  To  be  under  the  direct  supervision  of  the  chief  surgeon. 

2.  To  be  compensated  by  an  amount  not  to  exceed  $7,000  per  annum,  and 
travel  as  directed. 

(k)    "Head  matron"  shall  mean  a  woman  appointed  by,  and  in  the  same 

manner  as  the  Commissioner  of  ,  with  the  same  qualifications,  except 

the  age  shall  not  be  under  40  years ;  further,  to  be  a  trained  nurse. 

1.  To  be  responsible  for  all  activities  of  such  nurses  as  may  be  necessary  on 
all  such  places  as  may  be  established. 

2.  To  be  compensated  by  an  amount  not  to  exceed  $7,000  per  annum,  and 
necessary  travel  to  properly  direct. 

3.  To  function  in  harmony  with  the  chief  surgeon. 

(1)  "Student  assistants"  shall  mean  such  students  as  may  be  assigned  to 
such  places  as  may  be  established,  by  their  respective  colleges,  medical  or 
surgical,  to  advance  their  knowledge  in  medical  or  surgical  science,  such 
assigning  institutions  shall  be  in  good  standing  in  the  United  States. 

1.  To  be  under  the  direct  supervision  of  the  chief  surgeon. 

2.  To  be  dismissed  at  any  time  by  the  chief  surgeon  on  findings  not  in  har- 
mony with  the  system  and/or  does  not  respect  all  dealings  to  and  for. 

8.  Not  to  be  compensated  for  their  duties  but,   quarters  to  be   furnished. 

4.  No  assignment  shall  be  for  less  than  3  months  duration,  but  may  be 
extended  to  any  period,  deemed  to  be  advisable. 

(m)  "Places  to  be  estabUshed  "  shall  mean  such  places  as  may  be  estab- 
lished in  a  similar  manner  to  a  town.  To  consist  of  apartments  for  living 
quarters,  hospitals,  administration  buildings,  occupational  buildings,  as  per 
plans  outlined  by  Joseph  P.  B.  Weir,  to  be  submitted  and  arranged  so  as  to 
comply  with  the  laws  of  the  United  States. 

1.  To  be  located  as  near  as  possible  to  the  greatest  populated  centers.  (One 
place  may  care  for  inmates  from  4  or  5  States.) 

(n)  "General  rule"  shall  mean  no  religious  sect,  no  political  party,  ho 
fraternal  organization  shall  be  given  any  preference.     All  to  be  equal. 

(o)  "Organization  (America's  aim)"  shall  mean  the  representatives  and 
delegates  formed  to  unite  in  the  management  of  such  system,  and  places, 
from   the   several    States   and   territories   in    the    United    States. 

(p)  "The  masculine  shall  include  the  feminine." 
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America's  aim  body,  management,  e:t.fx;tion  of,  aki-er  -.i  years,  after  5  yex^rs, 

DUTIES    OF 

Sec.  2.  (a)  After  3  ycar.s  from  date  of  annonncod  opening,  a  bod.v  shall  be 
formed  to  consist  of  1  person  for  every  15.000  population  In  the  several  States 
and  Territories  in  the  United  States,  to  be  termed  as  representatives  of  that 
State  or  Territory. 

(b)  To  be  selected  b.v  and  in  harmony  with  all  States  but  to  be  distributed 
as  per  populace  and  not  all  from  any  one  city  or  town. 

(c)  To  meet  once  each  year,  to  the  convenience  of  that  State. 

(d)  To  discuss  manajrement  of  places  established,  for  the  betterment  of,, 
and  to  elect  delegates  to  attend  the  yearly  convention  (1  delegate  for  every 
10  representatives)  and  to  properly  instruct  such  delegates. 

(e)  The  several  States  and  Tei-ritories  shall  be  duly  notified  as  to  place 
of  convention,  and  time  in  advance  of  same. 

(f )  A  like  number  shall  represent  the  registered  persons. 

(g)  A  registered  person  may  represent  that  State  in  which  he  may  be  as- 
signed to  an  office  or  agency  outside  the  limits  of  such  place  as  may  be  estab- 
lished but  in  such  case  will  not  be  considered  as  a  registered  person  repre- 
senting. 

(h)  All  delegates  shall  have  verified  any  complaint  they  may  have  to  offer 
at  the  yearly  convention. 

(i)  Any  group  who  may  oppose  any  motion  for  the  good  of  the  system  will 
be  required  to  take  the  floor  and  explain  the  reason  for  such  opposition  and 
make  same  clear. 

(j)  Each  group  of  delegates  from  the  several  States  shall  have  the  floor  until 
all  business  they  may  have  to  offer  has  been  finished.  One  or  more  may  be 
selected  to  speak  for  that  group,  but  all  shall  vote. 

(k)  No  vdte  will  be  taken  until  all  groups  have  been  heard,  and  all  voting 
will  be  by  signature,  not  by  secret  ballot. 

(1)   Those  to  be  present  at  these  yearly  conventions  shall  include  the  chief 

surgeon,   one  assistant,   the  commissioner  of  ,   one   assistant,   the  head 

matron,  and  any  other  person  found  necessary  to  have  been  appointed  for  the 
proper  fimctiouing  of  a  system  of  this  nature. 

(m)  Delegates  will  not  be  compensated  for  this  dut.v,  but  such  can  be  ar- 
ranged to  care  for  transportation.     (By  State  cooperation.) 

(n)  After  5  years  from  date  of  announced  opening,  all  previously  appointed 
persons  shall  be  electe<l  by  the  delegates  in  the  yearly  convention  for  a  i)eriod 
of  4  years'  duration,  and  to  be  finally  accepted  by  the  Senate  and  the  House 
of  Kepresentatives,  and  signed  by  the  President  of  the  United  States.  Such 
persons  elected  to  take  office  3  months  after  election. 

(o)  The  principal  of  this  system  will  in  no  way  be  changed  without  a  three- 
quarters  favor. 

(p)  No  group  shall  dictate  to  this  system  except  designated  to  do  so  by  the 
delegates  in  the  yearly  convention.  It  is  here  to  be  known  that  the  delegates 
representing  the  several  States  and  Territories  are  the  members  of  control 
and  that  this  is  a  national  problem. 

(q)   America's  aim.  old-age  assurance. 

PERSONS   RBGISTEKED 

Sec.  3.  (a)  All  persons  registeretl  to  be  governed  by  all  rules  that  may  be 
necessary  to  establish  from  time  to  time  for  the  good  of  all  concerned. 

(b)  To  as.sist  in  the  management  of  by  honest  attention  to  the  various  duties 
that  may  be  assigned  him,  necessary  to  function  in  a  system  of  this  nature. 

(c)  To  make  a  reiKirt  of  any  irregularities  that  may  come  to  his  attention. 

(d)  To  in  every  way  make  cheerfulness  be  an  outstanding  aim. 

(e)  All  per.sons  accepted  from  whatever  State  or  Territory  they  may  have 
made  application. 

FORM    OF    COMPENSATION 


Sec.  4.   (a)   All  registered  persons  shall  be  directed  to  report  to  that  place 
established  nearest  to  place  of  enrollment,  or  as  directed. 

(b)  The  necssary  travel  will  be  cared  for  by  the  system,  when  traveling  on 
order. 

(c)  A  registered  person  may,  if  so  directe<l,  be  assigned  to  such  duties  as 
recorder  or  assist  in  the  management  of  such  office  or  agency  as  may  be  deemed. 
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necessary  by  the  Commissioner  of  providing  physical  conditions   and 

qualifications  are  deemed  sufficient  to  carry  on  such  duties. 

(d)  Registered  persons  assigned  to  an  outside  duty  may  reside  at  any  place 
convenient  to  himself,  so  long  as  such  is  agreeable,  clean,  and  healthy. 

(e)  No  registered  person  shall  be  made  to  reside  at  any  designated  place 
while  on  duty  outside  the  limits  of  such  places  established. 

(f)  Registered  persons  assigned  to  an  outside  duty  shall  be  compensated 
by  an  amount  not  to  exceed,  and  not  less  than  $45  per  month. 

(g)  Mionthly  payments  shall  be  computed  by,  and  with  the  added,  any 
other  income  that  may  exist. 

(h)  Any  registered  person  assigned  to  an  outside  duty  may  he  recalled  and 
his  outside  assignment  terminate  for. 

A.  The  abuse  of  the  use  of  alcoholic  beverages. 

B.  Is  not  lionest  and  properly  performing  the  duties  assigned  him. 

C.  His  physical  condition  no  longer  permits. 

D.  Conduct  has  caused  the  attention  of  the  police  courts ;  further,  no  inter- 
ference will  be  made  in  any  case  where  a  registered  person  has  committed 
himself  and  a  term  is  allotted  him  in  any  jail  or  workhouse.  All  moneys  that 
may  become  due  shall  cease  on  date  of  conviction,  and  when  such  time  has 
been  served,  such  person  will  be  directed  as  to  where  and  how  to  report. 

RBGISTEREiD   PESISONS,    ELIGIULE   TO    BE 

Sec.  5.   (a)   Any  person  in  the  United  States  of  America  who — 

(b)  Is  a  citizen  of  the  United  States  of  America  by  birth,  or  liaving  filed 
final  papers  for  such  no  less  than  15  years  immediately  preceding  date  of 
application. 

(c)  Has  attained  the  age  of  60  years  or  upwards. 

(d)  Is  not  in  any  jail,  prison,  workhouse,  insane  asylum,  or  juiy  other  cor- 
rectional or  reformatory  institution. 

(e)  Is  not  a  known  habitual  drunkard. 

(f)  Is  not  a  known  drug  addict. 

(g)  Is  not  a  known  immoral  character. 

(h)   Has  not  purposely  evaded  his  income-assurance  tax. 

(i)   Has  an  identification  card. 

(j)  Does  not  possess  property  value  in  excess  of  .$3,000  if  single,  and  not  in 
excess  of  $5,000  if  married. 

(k)   Has  no  income  in  excess  of  $600  per  year. 

(1)  Does  forfeit  rights  if  registered,  that  if  through  inheritance  an  estate 
of  sufficient  value  be  awarded  him,  that  such  cost  at  the  rate  of  $.30  per  month 
for  such  time  care  has  been  tendered  him  shall  be  paid  this  system  therefrom, 
and  the  same  be  paid  at  death  if  such  sums  are  found  in  registered  person's 
name. 

(m)  The  administrator  of  such  estate  shall  bo  ordered  to  pay  such  claim 
before  any  other,  except  Federal  or  municipal  governments. 

(n)  Has  not  been  tried  for  murder,  and  acquitted  on  the  grounds  of  insanity, 
later  adjudged  sane,  and  given  liberty. 

(o)  Has  no  son  or  daughter  or  any  other  person  liable  for  his  support  by 
law  (such  persons  liable)  deemed  to  be  able  to  support  a  dependent,  if  total 
earnings  are  in  excess  of  $1,800  per  annum. 

(p)  Is  not  an  habitual  criminal,  deemed  to  be  such  if  convicted  on  two  or 
more  major  crimes? 

(q)  No  person  who  does  purposely  dispose  of  property  or  any  other  valuables 
so  as  to  be  able  to  claim  eligibility  to  this  system,  within  3  years  immediately 
pi'eceding  dale  of  application. 

(r)  No  person  who  does  desert  his  wife,  or  her  husband,  leaving  children 
under  the  age  of  16  years,  except  in  such  cases  where  a  court  has  decided  in 
favor  of  such  party.  The  deserting  party  in  this  act  is  not  deemed  to  be  a 
dignified  person,  and  not  worthy  of  honor  or  consideration. 

DUTIES   AND  POWERS   OF   COMMISSIONER 

Sec.  6.  (a)   The  Commissioner  of shall  have  full  power  to  direct  the 

management  of  such  places  as  may  be  established,  as  to  location  by  the  Senate 
and  the  House  of  Representatives. 

(b)  To  properly  establish  a  system  of  recording  and  such  offices  or  agencies 
as  he  may  deem  to  be  the  best  advantage  to  all  concerned. 
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(c)  To  properly  direct  his  assistants,  and  elect  one  to  be  at  all  times  on 
such  places  as  may  be  established,  to  represent  himself. 

(d)  To  assign  such  registered  persons  as  recorders,  and  to  such  oflSces  or 
agencies  as  near  as  possible  to  their  place  of  enrollment,  providing  physical 
conditions  permits,  and  they  are  qualified  to  carry  on  such  duties. 

(e)  To  permit  all  outside  assigned  registered  persons  to  reside  as  per 
section  4,  article  (d)  and  (e). 

(f)  To  assist  the  chief  surgeon  in  the  purchase  of  supplies  and  sign  with 
him  all  such  bills,  and  in  every  way  to  function  with  him  in  the  management 
as  a  unit. 

(g)  Not  to  hire  any  outside  help  as  recorders  or  in  any  office  or  agency  so 
long  as  there  are  registered  persons  able  to  carry  on  such  duties.  Further, 
if  such  becomes  necessary,  not  to  hire  any  person  under  the  age  of  50  years. 

(h)  To  tender  whatever  data  requested  by  the  several  departments  of  the 
United  States  Government  for  record,  when  possible. 

(i)  To  see  that  such  places  established  are  beautified  to  the  greatest  possible 
extent. 

(j)  To  enforce  the  general  rule  in  the  conducting  of  all  duties. 

(k)  To  consult  in  person  or  by  letter  the  States  authorities  in  such  matters 
that  are  necessary  where  a  registered  person  has  committed  himself  assigned 
to  an  outside  duty,  and  be  governed  by  their  advice. 

(1)  To  see  that  no  industrial  plant  be  established  that  will  produce  any 
article  for  sale,  on  such  places  as  may  be  established. 

(m)  To  assist  in  every  way  in  the  arrangements  of  and  to  be  a  church  of 
any  denomination  whatsoever,  if  such  request  has  been  properly  made. 

(n)   To  cause  farm  activities  to  be  a  factor  in  the  management 

(o)   To  treat  all  registered  persons  as  persons  paid  at  all  times. 

(p)  To  attend  the  yearly  convention  of  that  body  known  as  the  "America's 
Aim  Body  ",  and  arrange  that  one  assistant  also  attend. 

(q)   To  be  governed  by  the  activities  of  such  meetings,  be  mutual. 


DUTIES  OF  ASSISTANTS  TO  THE  COMMISSIONER  OF 


Sec.  7.   (a)  The  assistants  of  the  Commissioner  of 
(b)  Accept  the  orders  of  the  Commissioner  of 


to 


as  duties  of. 


(c)  To  report  any  irregularities  that  may  come  to  his  attention. 

(d)  To  treat  all  registered  persons,  as  persons  paid  at  all  times, 
(o)  To  enforce  the  general  rule  in  the  conducting  of  all  duties. 

(f)  To  travel  only  on  the  orders  of  the  Commissioner  of  . 
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Sec.  8.  (a)  The  chief  surgeon  shall  be  directly  responsible  for  all  medical  and 
surgical  activities  on  all  such  places  as  may  be  established. 

(b)  To  confer  with  the  Commissioner  of  in  matters  of  purchase  of 

supplies,  and  sign  with  him  all  such  bills. 

(c)  To  arrange  that  one  assistant  be  stationed  on  all  places  that  may  be 
established,  to  represent  himself. 

(d)  To  attend  the  yearly  convention  of  that  body  known  as  the  America's 
Aim,  delegates'  convention,  and  arrange  that  one  assistant  also  attends. 

(e)  To  arrange  with  such  medical  and  surgical  institutions  as  may  be  in 
good  standing  in  the  United  States,  so  as  to  advance  the  interest  of  the 
students  and  the  system  and  to  advance  medical  and  surgical  science. 

(f)  To  arrange  for  quarters  for  students  as  may  be  assigned  to  such  places 
as  may  be  established,  to  advance  their  knowledge  in  medical  or  surgical 
studies. 

(g)  To  cause  a  clean,  healthy,  inviting  place  at  all  times. 

(h)   To  enforce  the  general  rule  in  the  conducting  of  all  duties. 

(i)   To  treat  all  registered  persons  as  persons  paid  at  all  times. 

(j)  To  as.si.st  and  cause  to  be  such  lectures,  at  any  place  that  may  be  estab- 
lished (hospital  auditorium)  that  of  medical  and  surgical  science,  to  advance  the 
interest  of  humanity. 

(k)  To  tender  whatever  data  requested  by  the  several  departments  of  the 
United  States  Government  for  record,  when  possible. 

(1)  To  be  guitled  by  the  general  actions  of  the  delegates  in  the  yearly  con- 
vention, be  mutual,  reciprocal. 
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DUTIES    OF    ASSISTANTS    TO    THE    CHIEF    SURGEON 

Sec.  9.  (a)  The  assistants  to  the  chief  surgeon  shall  accept  the  orders  of  the 
chief  surgeon  as  duties  of. 

(b)  To  report  any  irregularities  that  may  come  to  his  attention. 

(c)  To  enfoi-ce  the  general  rule  in  the  conducting  of  all  duties. 

(d)  To  treat  all  registered  persons,  as  persons  paid  at  all  times. 

(e)  To  travel  only  on  the  orders  of  the  Chief  Surgeon. 

DUTIES   OP   HEAD   MATRON 

Seo.  10.  The  head  matron  shall  govern  all  activities  of  all  nurses  on  all  such 
places  as  may  be  established. 

(b)  To  accept  the  orders  of  the  chief  surgeon  in   all  medical   or  surgical 

activities,  and  the  Commissioner  of  in  matters  of  housing.     To  work  in 

harmony  with  the  system  as  a  unit. 

(c)  To  enforce  the  general  rule  in  the  conducting  of  all  duties. 

(d)  To  treat  all  registered  persons  as  persons  paid  at  all  times. 

(e)  To  i-eport  any  irregularities  that  may  come  to  your  attention. 

(f )  To  attend  the  yearly  meeting  of  tliat  body  known  as  the  America's  Aim. 
Be  governed  by  their  actions,  be  mutual. 

INCOME  ASSUEANCE   TAX,    HOW    PAID,   BY    WHOM 

Seo.  11.  (a)  Income  assurance  tax  shall  be  paid  weekly  by  all  persons  who 
receive  their  earnings  weekly. 

(b)  Income-assurance  tax  shall  be  paid  monthly  by  all  persons  who  receive 
their  earnings  monthly. 

(c)  Income-assurance  tax  shall  be  paid  yearly,  by  all  persons  who  receive 
their  incomes  yearly,  be  it  from  salary,  dividends  earned,  commissions  received, 
earned  interest,  bonds,  stocks,  securities,  loans,  or  any  other  income  from  any 
transaction  whatsoever. 

(d)  To  any  branch  post  office  where  money  is  received  as  deposit,  or  as  may 
be  directed  by  the  Secretary  of  the  Treasury  of  the  United  States. 

(e)  Organizations  employing  more  than  four  employes  shall  deduct  the  sum 
equal  to  proper  income-assurance  tax  from  each  employee  weekly  and  make 
such  payments  in  lump  sum,  not  itemized,  such  payments  shall  be  properly 
recorded  on  organization  card.  Sums  deducted  shall  be  properly  recorded  on 
employees  identifieation  card,  with  amounts,  dates,  and  organization's  seal. 
All  identification  cards  of  employes  shall  be  kept  in  the  office  of  the  employer 
and  returned  when  employment  ceases. 

(f)  All  incomes  not  regular  such  as  inheritance,  gifts,  by  one  not  regularly 
employed  such  as  housewife  and  others  who  have  their  cards  sealed  monthly 
by  recorders,  created  for  that  purpose,  will  be  instructed  by  said  recorders  as 
to  the  proper  course  to  follow. 

(g)  Housewives,  and  others  not  employed,  shall  have  their  identification 
cards  sealed  by  recorders  for  that  purpose,  and  when  employment  is  secured 
such  recorders  shall  be  so  advised. 

IN    DEFAITLT   OF  INCOME   ASSUKANCE   TAX 

Sec.  12.  All  persons  in  any  class  income-assurance  tax  who  does  default  such 
payments  shall  be  suljjeet  to  a  fine  equal  to  three  times  the  amount  defaulted, 
and  the  cost  of  any  court  action  necessary  to  secure  same,  or  imprisonment  of 
90  days,  or  both. 

METTHODS    OF    SECURING    PLACES    TO   BE   ESTABLISHED 

Sejc.  13.  A  certain  year  shall  be  taken  as  the  key  year. 

(b)  The  total  expenditures  on  alms  upkeep,  and  the  care  of  the  aged  citizens 
in  that  State  or  Territory  in  the  key  year. 

(c)  One-third  of  expenditures  as  per  section  13,  article  (b)  shall  be  termed 
the  figure  payment. 

(d)  Each  of  tlie  several  States  and  Territories  shall  make  the  figure  pay- 
ment on  entry  of  their  share  in  securing  such  places  to  be  established,  when 
these  places  are  fully  paid  the  figure  payment  ceases. 
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(e)  No  act  is  to  be  created  that  may  cause  any  State  or  Territory  pay  any 
part  of  maintenance  of  such  places  as  may  be  established. 

(f)  The  United  States  Government  shall  advance  a  sum,  or  credit,  so  as 
such  phices  to  be  estai>lished,  may  be  started  on,  and  on  entry  of  the  States 
ciiizens,  the  figure  payment,  shall  be  the  method  by  which  the  United  States 
Government  be  repaid  for  such  advance. 

INTENTIONS  OF  THIS  ACT 

Seio.  14.  The  provisions  lierein  contained  shall  in  no  other  way  be  taken  than — 

(b)  An  act  to  care  for,  and  provide  assurance  for  all  citizens  of  tlie  United 
States  of  America  who  have  attained  the  age  of  60  years  or  upward,  and 
qualify. 

(c)  An  emergency  that  does  exist,  and  will  continue  to  exist,  at  such  period  of 
life  beyond  control,  where  citizens  due  to  their  age  are  no  longer  capable  to 
compete  with  the  younger  generation  in  trades. 

(d)  Are  not  recognized  as  desirable  by  hiring  agencies,  or  by  firms  doing 
business  for  profit. 

(e)  All  now  paid  pensions  of  any  State  or  Territory,  may  be  transferred  to 
this  system  by  that  State  assisting  in  its  creation  by  the  payment  of  the  figure 
payment,  therefore,  it  will  be  a  total  saving  to  all  States,  and  a  lesser  tax 
burden  on  the  citizens  of  all  States  in  the  United  States  of  America. 

(f)  It  cannot  be  termed  as  a  charity  system,  it  is  a  paid  for  assurance. 

(g)  The  Constitution  of  the  United  States  does  specify  that  benefits  shall  be 
equally  shared  by  all. 

(h)  It  is  noted  that  industrial  organizations  refuse  to  hire  men  who  pass  40 
years  of  age. 

(i)  All  citizens  who  may  by  chance  some  day  need  assistance  is  herein 
recognized. 

(j)  Sixty-five  and  seventy  years  limits  are  illogical.  Sixty  years  is  the  true 
and  proper  age  requirement. 

THE  TRUE  TOXE  OF  HILL   S.    1130 


A  citizen  of  the  United  States  of  America,  regardless  as  to  how^  honest  he  may 
have  been  in  the  past,  or  how  faithful  he  has  been  to  this,  his  country,  and  to- 
industry,  if  his  State's  authority  sees  fit  to  ignore  the  dictations  of  the  admin- 
istrator, he  is  to  bo  ignored  as  a  citizen  of  the  United  States  and  be  permiited 
to  lay  about  the  streets  and  starve  or  freeze. 

Too  great  an  undertaking,  no  nation  has  undertaken  to  cause  all  social  needs 
to  be  satisfied  by  the  creation  of  one  act.  It  has  taken  years  of  experience  for 
them  to  conclude  or  cause  all  social  measures  be  cared  for  in  some  manner  or 
another.  Therefore  w^e  should  be  guided  by  this  experience.  Many  lines  in 
bill  1130  are  no  more  than  those  of  foreign  acts,  but  not  condensed  suflScient 
to  be  properly  placed. 

Nevada  enacted  their  i)ension  law  in  1925.  These  are  years  enough  to  go 
by  to  know  to  what  extent  their  citizens  have  accepted  such  act. 

Kentucky  enacted  their  pension  law  in  1926.  That  too  is  years  enough  to 
have  by  now  made  experts  of  their  pension  heads. 

West  Virginia  enacted  their  pension  law  in  1931.  That  was  not  last  year. 
Now  neither  of  the  three  last-named  States,  with  all  the  years  such  laws  have 
been  on  the  books  of  their  respective  States,  are  not  paying  pensions  to  their 
citizens.  My  contention  is,  what  good  is  such  an  act  if  the  citizens  of  such 
States  do  not  benefit  by  such  acts? 

Maryland  enacted  their  pension  law  in  1927,  with  a  population  of  1,631,526, 
and  24  counties.  With  all  the  years  this  State  has  had  this  act  on  the  books 
of  their  State,  should  it  not  by  now  have  caused  enough  recognition  by  the 
23  counties  who  do  not  recognize  such  act,  if  it  was  so  wonderful?  December 
31.  1932,  this  State  paid  just  143  old-age  pensions,  and  in  1933  it  paid  just 
141  pensions. 

In  my  interviews  with  citizens  of  Maryland  who  pay  taxes  in  this  State 
and  who  were  born  in  this  State,  never  resided  outside  the  limits,  have  no 
knowledge  of  any  pension  system  whatsoever  in  their  State. 

Wisconsin  enacted  tlieir  pension  law  in  1925.  There  are  71  counties  in  this 
State;  8  counties  only  recognize  .such  an  act;  63  do  not  recognize  .such  an  act. 
Is  this  not  possible  there  must  be  something  wrong,  when  counties  surrounding 
these  few  counties  who  do  recognize  their  act,  and  are  able  to  understand  the 
conditions,  still  refuse  to  have  anything  to  do  with  the  pension  laws? 
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New  York  in  1932  expended  in  pension  payments  the  sum  of  $15,454,308  and 
in  the  same  period  expended  on  alms'  upkeep  the  sum  of  $11,910,270.44. 

Now  in  New  York,  the  greatest  State  in  number  of  pensions  paid,  dropped 
in  pension  payments  to  the  extent  of  3,079  in  1933.  This  is  the  greatest  drop 
noted  in  any  period  in  any  State  paying  pensions.  Their  total  in  1932  was 
54,185  pensions  paid.  At  this  time  it  should  have  been  increased  as  other 
States  with  a  pension  act  on  their  books.  It  is  impossible  to  place  all  the 
data  before  you,  so  I  will  save  it  for  reference  for  you  at  any  time  you  so 
choose  such.  On  any  angle,  I  feel  capable  to  define  conditions,  therefore  it  is 
for  anyone  to  prove  different. 

Four  million  aged  citizens ;  $45  per  month  equals  a  44-cent  per  capita 
weekly  tax  to  125,000,000  population,  or  $2,860,000,000.  Cost,  $2,160,000,000;, 
surplus,  $70,000,000. 

The  Chairman.  The  next  witness  is  the  Rev.  George  Reid. 
Andrews,  of  New  Haven,  Conn. 

STATEMENT    OF    REV.    GEORGE    REID    ANDREWS,    EXECUTIVE 
SECRETARY  OF  THE  AMERICAN  EUGENICS  SOCIETY 

Mr.  Andrews.  I  am  addressing  myself  to  title  7  of  Senate  bill 
1130,  dealing  with  maternal  health  and  child  welfare.  I  am  rep- 
resenting the  American  Eugenics  Society,  being  its  executive  sec- 
retary. The  Eugenics  Society  exists  to  see  that  our  children  are 
well  born  and  well  bred.  We  are,  therefore,  interested  in  eugenics 
and  euthenics.  We  want  to  see  at  least  four  children  born  to  every 
couple  capable  of  bequeathing  to  their  children  a  sound  mind  in  a 
sound  body,  and  able  to  provide  for  their  children  a  fit  home  and 
proper  character  training;  and  conversely,  we  want  to  see  fewer 
children  in  families  unable  to  provide  adequately  for  their  off- 
spring, and  no  children  born  to  the  feeble-minded,  hereditarily 
diseased,  the  insane,  and  the  habitual  criminal.  Anything,  there- 
fore, which  affects  maternal  health  and  child  welfare  is  of  concern 
to  us. 

We  rejoice  in  this  plan  of  greater  economic  and  health  security  as 
set  forth  in  this  bill,  especially  its  features  relating  to  maternal  and 
child  welfare,  although  we  wish  that  the  appropriations  for  these  pur- 
poses might  have  been  more  generous.  The  provisions  of  the  bill  go 
far,  but  we  do  not  believe  they  go  far  enough.  There  are  aspects  of 
maternal  health  of  great  importance  which  are  not  mentioned  and,  if 
considered  at  all,  are  vaguely  hinted  at.  The  condition  of  a  mother's 
health  at  the  time  of  conception  and  during  pregnancy  affect  the  vital- 
ity of  the  child.  Moreover,  the  ability  of  the  mother  to  care  for  the 
physical,  mental,  and  spiritual  needs  of  her  children  in  her  home  is  of 
great  importance  for  both  mother  and  children.  The  Eugenics  So- 
ciety believes  that  the  times  and  frequency  of  pregnancy  are  of  vital 
consideration  in  any  program  of  maternal  health  and  child  welfare. 
A  program  which  ignores  these  elemental  aspects  of  maternal  and 
child  health  closes  its  ej^es  to  facts  we  ignore  at  our  peril. 

We  wish  to  recommend,  therefore,  the  incorporation  in  this  bill 
of  provisions  to  study  the  crude  and  health-destroying  practices  of 
distraught  mothers  in  their  efforts  to  prevent  unwanted  conception, 
and  the  methods  employed  to  interrupt  conception  once  it  has  taken 
place,  and  above  all  to  provide  adequate  and  scientific  information 
for  mothers  by  which  they  may  voluntarily  limit  their  families  in 
keeping  with  their  health  and  economic  ability  to  care  for  their 
children. 
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Money  silent  in  this  fundamental  work  for  maternal  welfare  will 
prove  trul}^  preventive,  and  will  decrease  rather  than  increase  the 
burdens  of  taxation. 

The  Chairmax.  Thank  you  very  much,  Doctor. 

Mr.  Andke^vs.  There  is  one  suggestion  that  we  would  like  to  make 
if  it  is  in  order.  If  one  word  were  inserted  in  this  bill,  we  believe 
that  all  that  v,e  as-k  for  would  be  covered. 

The  Chairman.  Where  is  that? 

Mr.  Andrews.  It  is  in  line  11,  section  701,  title  7;  and  if  the  word 
were  inserted  just  before  the  word  ''maternal  care",  which  would 
make  it  the  third  word  in  line  11,  the  line  would  then  read,  "And  con- 
ducting special  demonstration  and  research  in  contraception,  ma- 
ternal care,  and  other  aspects  of  maternal  and  child  health  service." 
Just  insert  the  one  word  "  contraception." 

The  Chairman.  Thank  you  very  much. 

Senator  Connally.  Let  me  ask  you  one  question.  Is  there  any 
distinct  opposition  among  the  medical  fraternity  to  these  portions 
of  the  bill  that  you  have  addressed  yourself  to,  on  the  idea  that  it  is 
an  invasion  of  their  private  practice?  I  have  heard  some  rumors  to 
that  effect. 

Mr.  Andrews.  I  have  never  talked  to  the  organized  medical  pro- 
fession. I  have  talked  to  individual  doctors  and  every  one  with 
whom  I  have  talked  is  heartily  in  favor  of  that.  There  is  some  or- 
ganized opposition  in  certain  quarters,  I  understand,  but  when  you 
approach  the  individual  you  do  not  find  much  of  it. 

Senator  Connally.  Is  there  not  some  resistance  in  medical  asso- 
ciations and  organizations  to  the  embarking  by  the  Government  by 
any  means  upon  any  kind  of  public-health  measures  and  mothers' 
care  upon  the  theory  that  it  takes  away  from  the  private  prac- 
titioners their  opportunities  ? 

Mr.  Andrews.  I  suspect  there  would  be  some  professional  consid- 
eration there,  but  we  do  not  feel  it  is  of  enough  importance  to  pay 
attention  to  it. 

The  Chairman.  Thank  you  very  much.  The  next  witness  is  Mr. 
Guy  Irving  Burch,  of  New  York. 

STATEMENT   OF  GUY  IRVING  BTTRCH,  DIRECTOR,   POPULATION 
REFERENCE  BUREAU,  NEW  YORK  CITY 

As  a  student  of  vital  statistics  and  population  growth  during  the 
past  12  years,  I  do  not  come  before  your  committee  to  argue  for  or 
against  this  bill,  but  rather  to  present  certain  fundamental  data 
which,  it  appears  to  me,  should  be  considered  in  connection  with  this 
bill  for  economic  security  among  the  American  people. 

I  am  especiall}'  interested  in  two  parts  of  this  bill.  First,  in  title 
II,  headed  "Appropriation  for  aid  to  dependent  children  ",  and,  sec- 
ondly, in  title  VII,  headed  "  Maternal  and  child  health." 

In  section  201  of  this  act  it  is  proposed  that  $25,000,000  annually 
be  appropriated  from  funds  in  the  Federal  Treasury  for  aid  to  de- 
]ien(lent  children.  It  is  also  proposed  in  this  act  that  this  sum  be 
augmented  by  funds  from  the  various  States.  These  large  sums  of 
money,  like  rnuch  greater  sums  for  unemployment  and  general  relief 
rimning  into  the  billions  of  dollars,  will,  of  course,  have  their  effects 
upon  the  standards  of  living  of  the  self-supporting  and  negative  re- 
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action  upon  the  size  of  their  families.  It  is  therefore  of  importance 
that  our  efforts  in  relieving  suffering  be  guided  by  a  full  knowledge 
of  the  facts  and  with  a  purpose  of  giving  permanent  relief  instead 
of  aggravating  the  situation  so  that  our  children  and  grandchildren 
will  be  confronted  with  still  greater  problems. 

Recent  reports  from  the  Federal  Relief  Administration  indicate 
that  there  are  approximately  4,000,000  families,  or  16,000,000  per- 
sons, on  Federal  relief.  Probably  the  number  of  individuals  receiv- 
ing public  and  private  relief  in  this  country  today  approaches 
26,000,000,  or  approximately  one-fifth  of  our  entire  population. 

An  analysis  of  persons  on  relief  made  by  the  Federal  Relief 
Administration  indicates  that  42  percent  were  children  under  the 
age  of  16  years  and  that  large  families,  having  six  or  more  children, 
were  bearing  a  large  proportion  of  the  hardships  that  go  with  unem- 
ployment distress. 

Sample  studies  made  by  the  Milbank  Memorial  Fund,  I  may  add, 
one  of  the  most  reliable  institutions  in  this  country  on  matters  of 
vital  statistics,  indicate  that  families  experiencing  unemployment 
have  48  percent  higher  birth  rates  than  families  not  experiencing 
unemployment.  Dr.  Samuel  A.  Stouffer,  of  the  University  of  Wis- 
consin, in  a  paper  to  the  American  Statistical  Association,  found 
that  in  Milwaukee  families  on  relief  had  a  birth  rate  35  percent 
higher  than  self-supporting  families. 

I  realize,  of  course,  that  during  this  depression  there  are  many 
families  experiencing  unemployment  and  receiving  relief  that  would 
ordinaril}'  be  self-supporting.  I  am  not  suggesting  that  such  fami- 
lies should  not  experience  the  pleasures  that  come  with  the  birth  of 
children.  Nor  am  I  suggesting  that  the  Government  interfere  Avith 
the  increase  in  their  numbers.  I  would  like  to  make  this  clear.  As 
a  matter  of  fact,  it  is  precisely  because  the  Federal  Government  has 
interfered  with  poor  families  getting  reliable  information  as  to  how 
to  effectively  control  the  number  of  their  children  that  is  causing 
much  unnecessary  suffering  and  hardship  among  these  families,  I 
refer  to  sections  211,  245,  and  312  of  the  Criminal  Code,  which  makes 
it  a  crime  punishable  by  $5,000  fine  and  5  years  in  prison  for  even 
the  medical  profession  to  transport  contraception  supplies  by  mail, 
express,  or  common  carriers  from  one  hospital  to  another  even  in 
States  which  have  no  laws  of  any  kind  concerning  contraception. 

Dr.  Raymond  Pearl,  of  Johns  Hopkins,  in  an  exhaustive  study 
for  the  Milbank  Memorial  Fund,  reaches  the  conclusion  that — 

the  national  policy  of  prohibiting  the  free  dissemination  of  accurate  scientific 
information  about  birth-control  methods  is  adding  definitely  and  measurably 
to  tlie  difficulty  of  the  problem  of  poverty  and  unemployment  with  which  our 
children  and  our  grandchildren  will  have  to  deal. 

These  sections  of  the  Criminal  Code  mentioned  above  tie  the  hands 
of  the  medical  profession  and  drive  the  distribution  of  contraceptives 
underground,  and  the  wholesale  bootlegging  of  fake  contraceptives 
endangers  the  health  of  many  thousands  of  mothers,  which  also 
endangers  the  health  of  their  children.  Largely  because  of  the  lack 
of  reliable  clinical  methods  of  contraception  it  is  estimated  that 
there  are  more  than  800,000  abortions  in  this  country  annually.  This 
ignorance  also  contributes  to  a  greater  or  lesser  extent  in  the  death 
of  some  30,000  women  and  200,000  infants  annually.  What  a  waste 
of  human  resources. 
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This  brings  me  to  "title  VII ''  of  the  Economic  Security  Act 
headed  "  Maternal  and  child  health."  Section  701  of  this  act  would 
appropriate  $4,000,000  annually  from  funds  in  the  Federal  Treasury 
in  order  to  enable  the  Federal  Government  to  cooperate  with  State 
aoencies  of  health  in  extending  and  strengthening  services  for  the 
health  of  mothers  and  children,  especially  in  rural  areas  and  in  areas 
suffer  in"-  from  severe  economic  distress.  I  may  say  that  it  is  m 
these  vei-y  areas  where  sections  211,  245,  and  312  of  the  Criminal 
Code  do  their  greatest  damage  to  the  health  of  mothers  and  children, 
because  reliable  means  of  contraception  must  generally  be  transported 
to  rural  areas,  which  transportation  is  prohibited  by  the  Criminal 
Code,  and  parents  who  are  unemployed  and  f  amihes  who  are  largely 
dependent  upon  charity  clinics  and  public  hospitals  cannot  altord 
bootleg  methods  of  contraception  which  their  more  fortunate  neigh- 
bors demand  and  get  from  the  private  physicians. 

Many  relief  workers  from  the  headquarters  in  A\  ashington  to  the 
most  clistant  rural  areas  realize  the  pressing  need  of  making  avail- 
able reliable  methods  of  contraception  to  families  on  relief,  especi- 
ally in  rural  districts,  but  their  hands  are  tied  by  the  Criminal  Code. 

Perhaps  it  is  not  in  order  to  recommend  that  the  Economic  Secur- 
ity Act  indues  an  amendment  to  sections  211,  245,  and  312  of  the 
Criminal  Code  which  would  enable  the  medical  profession  and 
throu<Th  it  the  Relief  Administration  to  make  available  contraceptive 
information  to  families  on  relief,  but  the  facts  would  appear  to  in- 
dicate that  until  the  hands  of  these  agencies  are  set  free  in  this  re- 
spect the  health  and  lives  of  many  mothers  and  children  will  be 
endangered,  and  the  existing  evil  may  even  be  nourished  on  tax- 
payers' money  which  might  be  more  wisely  spent  if  relief  were  ac- 
companied by  contraceptive  information. 

The  Chairman.  I  am  placing  in  the  record  a  letter  and  statement 
on  the  pending  bill  from  Dr.  Eveline  M.  Burns,  of  Columbia  Uni- 
versity, New  York  City. 

COLUJIBIA    UNIVERSITT, 

Neio  York,  N.  Y.,  Fehruary  15,  1935. 
Hon.  Pat  Harrison, 

Chairman  Committee  on  Finance, 

Washington,  D.  C. 

My  dear  Mr.  Chairman  :  I  am  eiielosing  lierewitli  a  s^tatement  in  regard  to 
tlio  Economic  Security  Act  (S.  1130)  for  tlie  consideration  of  the  committee. 
In  this  statement  I  draw  attention  to  certain  features  of  the  hill  which  in  my 
judgment  will  render  it  unworkable  and  are  likely  to  po-stpone  rather  than  to 
encourage  the  establishment  of  unemployment  insurance. 

I  have  for  many  years  been  making  a  special  study  of  the  problems  of  un- 
einphtyment  compensation,  both  in  this  country  and  abroad,  and  have  written 
various  articles  iind  read  papers  befnre  the  American  Economic  Association  on 
the  subject.  In  1933  I  was  s{>nt  to  Europe  by  Columbia  University  to  investi- 
,.;atc  the  operation  of  the  German  unemployment  relief  system.  Last  fall  I 
acted  as  a  consultant  to  the  Comnnttee  on  Ecim^mic  Security.  Since  W2S  I 
have  been  a  menilier  of  the  granite  faculty  of  economics  at  Columbia  University. 

Durii.g  the  past  few  years  I  liave  played  an  active  part  in  the  movement  to 
se<-ure  unemployment  insurance  legislation  in  New  York  State  and  have  worked 
closely  with  such  organizations  as  the  N"ew  York  Conference  for  unemploy- 
ment insurance,  the  American  Association  for  Social  Security  and  other  groups, 
:'.i\d  have  apjuared  at  Albany  on  several  occasions.  As  vice  president  of  the 
Consun.ers  League  of  New  York  and  member  of  the  national  board  of  the 
Y.  W.  C.  A.  I  am  continuously  ccmsulted  l>y  these  organizations  in  regard  to 
the  problems  of  social  legislation  and  especially  of  unemiiloyment  insurance. 
Yours  faithfully, 

Eveline  M.  Burns. 
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The  Ui^employment  Compensation  Provisions    (Title  VI)    of  the  Wagnee- 
Lewis-Doughton  Bill   (S.  1130) 

Statement  by  Dr.  Eveline  M.  Burns,  Columbia  University,  for  presentation  to 
the  Senate  Committee  on  Finance 

I  shall  direct  my  attention  to  title  VI  of  the  bill,  and  with  all  respect  would 
make  the  following  criticisms  of  the  proposed  method  of  bringing  about  unem- 
ployment insurance.  The  bill  is  to  my  mind  objectionable  for  the  following 
reasons : 

1.  It  will  not  bring  about  unemployment  insurance  to  any  significant  extent. 

2.  It  will  lead  to  great  lack  of  uniformity  and  to  confusion. 

3.  It  adopts  a  clumsy  and  duplicating  administrative  mechanism. 

4.  It  fails  to  make  provision  for  effective  stabilization  programs. 

5.  It  is  unnecessarily  conservative  in  many  respects. 

6.  It  is  badly  drafted  at  many  vital  points. 

7.  More  satisfactory  methods  of  bringing  about  unemployment  insurance  are 
available. 

1.    IT   WILL   not   being  ABOUT  UNEMPLOYMENT   INSURANCE   TO  ANY   SIGNIFICANT 

extent 

(a)  The  absence  of  essential  standards  in  the  bill  largely  nullifies  the  alleged 
protection   against  unfair  competition. 

It  is  claimed  by  the  exponents  of  the  bill  that  the  3-percent  tax  will  make 
it  easier  for  States  to  set  up  unemployment-insurance  schemes  because  it  will 
remove  the  justifiable  fears  of  business  men  of  unfair  competition  from  States 
which  do  not  institute  such  systems.  But  unfortunately  the  bill  refrains  from 
laying  down  the  essentia!  standards  to  be  required  of  approved  unemployment- 
insurance  schemes.  Nothing  is  said  about  such  vital  matters  as  the  amount 
and  duration  of  benefit  and  the  waiting  time  which  must  elapse  before  benefit 
can  be  claimed. 

Tlie  absence  of  such  vital  standards  seriously  limits  the  extent  to  which 
the  general  3  percent  tax  levy  protects  business  men  from  unfair  competition 
from  States  which  enact  inadequate  unemployment-compensation  laws. 

The  act  permits  the  full  tax  credit  up  to  90  percent  of  the  Federal  tax  to  be 
claimed  by  employers  in  States  which  sanction  plant  or  industry  reserves,  even 
though  the  individual  employer  is  paying  no  more  than  the  1  percent  minimum, 
because  he  has  accumulated  the  reserve  required  under  his  State  law.  So  long 
as  such  an  employer's  reserve  is  intact,  he  need  pay  no  more  than  this.  1  per- 
cent. It  was  clearly  the  intention  of  the  bill  that  this  provision  would  offer  an 
inducement  to  employers  so  to  stabilize  operations  that  their  reserves  would 
remain  intact.  But  plant  reserves  can  be  preserved  intact  by  methods  other 
than  positive  stabilizing  action  on  the  part  of  employers.  They  can  also  be 
protected  by  rigid  requirements  which  make  it  difficult  for  unemployed  workers 
to  draw  upon  them. 

Under  the  bill  as  now  drafted  there  is  nothing  to  prevent  a  State,  interested 
merely  in  permitting  the  employers  to  obtain  the  maximum  rebate,  from  setting 
very  low  benefits  for  lint  brief  duration  and  requiring  long  waiting  periods. 
Under  these  conditions  the  plant  or  industry  reserves  would  remain  largely 
intact,  employers  in  sufh  States  would  have  satisfied  the  legal  requirements, 
pay  only  1  percent  to  the  State  fund,  and,  if  the  highest  rate  of  contribution 
required  in  the  State  of  any  employer  or  employers  is  3  percent  (sec.  607), 
collect  the  full  Federal  rebate  and  be  2  percent  better  off  than  their  competitors 
in  States  which  insist  on  more  adequate  benefits  calling  for  a  continuous 
payment  of  the  full  3  percent  by  all  employers. 

To  make  the  equalization  of  competition  more  nearly  a  reality  the  Federal 
Government  should  lay  down  minimum  standards  on  amount  and  duration  of 
benefit  and  maximum  length  of  waiting  period  which  must  be  satisfied  by 
any  sclieme,  whether  State  pooled  reserve  or  industi*y  or  employer  fund. 

(&)  It  is  highly  doubtful  whether  many  States  will  act  under  the  bill. 

Apart  from  the  alleged  removal  of  the  fear  of  unfair  competition,  wliich 
is  in  fact  rendered  largely  illusory  by  the  absence  of  essential  standards,  the 
act  affords  no  strong  inducement  to  States  hitherto  indifferent  or  hostile  to 
set  up  unemployment-insurance  schemes. 

Presumably,  it  is  hoped  that  they  will  hasten  to  set  up  schemes  in  order 
to  get  back  their  share  of  the  tax  paid  by  their  employers  and  to  obtain  their 


1006 


ECONOMIC    SECURITY    ACT 


share  of  the  $49,000,000  grant  for  administration  under  section  406.  But  it 
is  doubtful  whether  the  inducement  is  strong  enough. 

Certainly  there  will  be  little  inducement  to  employers.  At  best,  except 
in  the  case  of  the  plant-fund  provisions  which  can  scarcely  benefit  them  for 
many  years,  they  will  be  financially  unaffected.  They  will  pay  the  tax  to 
the  State  instead  of  to  the  Federal  Government  and  will  suffer  the  added 
inconvenience  of  having  to  make  out  two  sets  of  tax  and  wage-payment 
returns.  If  their  State  system  should  call  for  a  contribution  of  more  than 
2.7  percent  of  the  pay  roll  they  will  actually  be  worse  off,  for  the  bill  permits 
them  to  credit  contributions  to  a  State  system  up  to  90  percent  only  of  the 
3-percent  Federal  tax.  Should  their  State  impose  a  tax  of  3  percent  therefor 
the  employers  would  have  to  pay  in  total  3.3  percent  of  pay  rolls,  an  increase 
of  0.3  percent.  It  is  unlikely,  therefore,  that  employers  will  promote  the  passage 
of  State  laws. 

To  the  State  legislatui-es  the  inducement  to  act  offei'ed  by  the  bill  is  also  far 
from  obvious,  especially  when  the  real  nature  of  the  choice  before  them  is  under- 
stood. At  first  sight  it  would  appear  as  if  they  would  hasten  to  set  up  insur- 
ance schemes  in  order  to  get  back  into  their  own  State  funds  that  will  otherwise 
flow  to  the  Federal  Treasury.  But  there  are  other  ways  of  getting  hold  of 
Federal  funds  to  assist  in  the  burden  of  relief.  Despite  the  expressed  determina- 
tion of  the  administration  to  withdraw  from  this  field,  it  is  clear  that  under  the 
guise  of  public  or  emergency  work  or  relief,  the  Federal  Government  is  in  fact 
committed  to  assist  the  citizens  of  any  State  that  is  unwilling  or  unable  to  pro- 
tect its  citizens  from  death  from  starvation.  Those  States  already  hostile  or 
indifferent  to  unemployment  insurance  know  therefore  that  even  if  they  do  not 
get  hold  of  Federal  money  by  setting  up  an  insurance  scheme,  they  will  eventu- 
ally get  help  through  the  Federal  relief  or  emergency  work  schemes. 

To  such  States,.  Federal  funds  obtained  by  setting  up  an  approved  unemploy- 
ment fund  have  two  disadvantages  as  compared  with  funds  obtained  out  of  the 
general  relief  program.  They  involve  placing  unemployment  assistance  upon  a 
basis  of  rights  and  status  rather  than  pul)lic  charity.  Fewer  conditions  can 
be  required  of  workers  for  the  receipt  of  unemployment  insurance  benefits.  And 
once  a  scheme  is  set  up  it  is  likely  to  be  permanent,  persisting  after  the  present 
depression  has  passed.  Any  Federal  control  over  administration  imposed  upon 
States  as  a  condition  of  receiving  Federal  assistance  in  the  present  emergency 
can  be  disregarded  as  soon  as  the  emergency  has  passed. 

It  should  be  noted  that  this  requirement  that  the  States  must  .spend  the 
proceeds  of  the  pay-roll  tax  on  unemployment  compensation  (sec.  602d)  sharply 
differentiates  the  pay-roll  tax  device  from  the  superficially  similar  tax  credit 
permitted  under  the  Federal  inheritance-tax  law.  In  the  latter  case  there  was 
a  strong  inducement  to  the  States  to  act,  because  no  conditions  whatever  were 
attached  to  the  spending  of  the  money  which  was  thus  prevented  from  flowing 
into  the  Federal  Treasury.  Hence  expectations  as  to  the  stimulating  effect  of  a 
tax-credit  device  based  on  the  successful  Federal  inheritance-tax  law  are  ill 
founded. 

For  these  reasons  it  seems  improbable  that  action  will  be  taken  by  any  States 
other  than  those  already  strongly  in  favor  of  unemployment  insurance.  At  best, 
therefore,  the  bill  will  promote  a  very  partial  adoption  of  unemployment  insur- 
ance and  many  workers  will  be  deprived  of  this  type  of  protection. 

(c)  The  schemes  set  up  by  the  States  may  be  completely  insignificant  in  the 
absence  of  any  minimum  standards. 

There  is  nothing  to  prevent  a  State  from  setting  up  a  scheme  paying  benefits 
as  low  as  $2  or  $3  for  as  short  a  period  as  2  weeks  and  after  a  waiting  period 
lasting  many  months.  And  the  inducement  to  do  so  will  be  considerable  where 
plan  funds  are  permitted.  It  must  also  be  remembered  that  the  protection 
against  unfair  competition  extends  only  to  contributions  up  to  3  percent  of  pay 
rolls,  and  it  is  highly  improbable  that  States  will  collect  more  than  this  sum 
from  their  employers.  Benefits  will  therefore  be  adjusted  to  what  a  3-percent 
tax  will  yield.  The  Committee  on  Economic  Security  estimated  that,  averaging 
unemployment  over  the  country  as  a  whole,  3  percent  could  not  provide  benefits 
for  more  than  15  weeks  in  those  States  in  which  unemployment  is  especially 
heavy ;  benefits,  if  they  are  to  be  covered  by  a  levy  up  to  3  percent,  will  be  even 
less  generous  and  adequate. 

Experimentation  in  the  ab.sence  of  standards  and  with  protection  against 
unfair  competition  limited  to  3  percent  at  most  will  inevitably  be  experimenta- 
tion at  the  expense  of  the  protection  to  the  worker. 
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But  if  the  benefits  paid  under  State  laws  are  insignificant,  it  becomes  ques- 
tionable whether  the  protection  afforded  justifies  the  tremendous  administrative 
work  involved  in  assessing  and  rebating  the  pay-roll  tax  on  employers  in  every 
part  of  the  country.  Furthermore,  such  a  tax  will  inevitably  disturb  business  to 
some  extent  and  give  rise  to  considerable  economic  stresses  and  strains  through 
the  efforts  of  employers  to  shift  it  on  to  consumers  and  wage  earners.  These 
inevitable  disturbances  and  readjustments  may  be  a  small  price  to  pay  for  the 
institution  of  a  comprehensive,  adequate,  and  Nation-wide  unemployment  com- 
pensation system.  When  the  bill  is  likely  to  promote,  at  best,  systems  in  a 
limited  number  of  States,  many  of  which  may  offer  entirely  inadequate  protection 
to  workers,  the  justification  for  the  economic  disturbance  involved  in  levying  the 
tax  is  much  more  doubtful. 

The  Federal  Government  has  a  real  interest  in  the  adequacy  and  duration 
of  the  protection  that  is  afforded  unemployed  workers  by  the  State  systems. 
For  many  years  it  is  likely  that  the  Federal  Government  will  have  to  take 
care  of  the  majority  of  the  unemployed  not  assisted  through  the  insurance 
schemes.  It  is  essential  that  in  return  for  permitting  the  States  to  utilize  a 
convenient  source  of  revenue  that  would  otherwise  be  available  to  it  to  help 
meet  the  costs  of  unemployment  assistance,  the  Federal  Government  should 
require  that  the  State  systems  play  a  significant  part  in  reducing  the  burden 
that  would  otherwise  fall  on  the  Federal  Treasury.  The  only  way  to  do  this 
is  to  require  that  all  States  meet  certain  standards,  and  in  particular  assure 
a  minimum  amount  of  benefit  for  a  minimum  number  of  weeks  and  after 
a  maximum  number  of  weeks  of  waiting. 

Under  the  present  bill,  the  Federal  Government  undertakes  a  tremendous 
administrative  task  and  foregoes  a  convenient  source  of  revenue  with  uo 
certainty  that  the  residual  burden  of  unemployment  relief  inevitably  falling 
upon  it  will  be  materially  reduced. 

2.   IT  WILL  LEAD  TO  GREAT  LACK  OF  UNIFOEMITY  AND  TO   CONFUSION 

Because  of  the  failure  of  all  States  to  act,  the  protection  that  any  worker 
will  receive  will  depend  upon  the  State  in  which  he  happens  to  be  employed. 
But  not  only  will  there  be  many  States  in  which  no  protection  is  afforded ; 
even  in  those  States  which  have  acted  the  protection  will  vary  from  one  sys- 
tem to  another.  The  3-percent  tax,  on  the  basis  of  which  the  committee  esti- 
mated that  benefits  might  be  paid  up  to  15  weeks,  is  calculated  upon  a  national 
average.  But  in  fact  it  will  be  spent  upon  a  State  basis,  and  unemployment 
varies  enormously  from  State  to  State.  (There  is  a  span  of  100  percent  be- 
tween the  worst  hit  and  the  lightest  hit  State  in  the  period  1930^33.)  Many 
States  may  find  that  they  can  pay  benefits  for  only  half  the  15  weeks;  in 
others  the  yield  of  a  3-percent  tax  may  make  possible  benefits  for  twice  that 
time. 

There  is  no  provision  in  the  bill  for  any  reinsurance  fund.  It  would  indeed 
be  almost  impossible  to  provide  for  reinsurance  without  requiring  certain 
minimum  standards,  and  the  present  tax-credit  device  would  make  such  rein- 
surance technically  very  difficult  to  administer.  The  existence  of  such  wide 
differences  in  protection  will  seriously  interfere  with  the  mobility  of  labor. 

3.    IT  ADOPTS  A   CLUMSY   AND   DUPLICATING   ADMINISTRATIVE   MECHANISM 

(a)   Federal  control  will  be  diflScult  to  exercise. 

The  fact  that  the  proceeds  of  the  tax  will  be  in  the  hands  of  the  States  in 
the  first  instance  enormously  weakens  the  control  that  the  Federal  Government 
can  exercise.  The  only  ultimate  pressure  that  the  Federal  Government  can 
exert  on  States  that  fail  to  meet  even  the  formal  standards  at  present  required 
in  the  bill  is  to  refuse  to  permit  possibly  thousands  of  individual  employers  to 
claim  the  rebate. 

Such  a  system  of  penalizing  individual  employers  for  shortcomings  in  the 
administration  or  provisions  of  laws  over  which  they  have  at  best  an  indirect 
control  (especially  in  States  where  the  legislatures  meet  infrequently)  is 
highly  unsatisfactory.  It  is  not  merely  an  inconvenient  and  slow-working 
method  of  control  and  costly  to  administer,  it  is  also  very  drastic  *  *  *  go 
drastic  that  the  Federal  Government  may  well  be  inhibited  for  political  rea- 
sons from  applying  it  in  many  cases  in  which  control  should  be  exercised. 

(6)   Constitutional  diflSculties  may  make  impossible  centralization  of  funds. 
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In  a  number  of  States  there  are  constitutional  provisions  governing  tlie  cus- 
todj'  of  State  funds  tliat  may  malve  compliance  with  the  provision  of  tlie  bill 
relating  to  the  deposit  of  the  funds  with  the  Federal  Treasury  difficult,  if  not 
impossible. 

(c)  There  will  be  dual  administration. 

The  tax-credit  method  involves  a  duplication  of  taxation.  Employers,  what- 
ever their  State  contributions,  will  always  have  to  pay  at  least  0.3  percent  of 
pay  rolls  to  the  Federal  Government.  They  must  complete  two  sets  of  returns 
in  respect  of  pay  mils.  Tlie  Federal  Government  will  have  to  set  up  an  organi- 
zation to  inspect  and  supervise  the  operation  of  the  State  schemes  to  ensure  that 
they  comply  with  the  requirements  of  the  act. 

Great  emphasis  is  placed  in  the  hill  on  the  interest  of  the  Federal  Govern- 
ment in  assuring  high  standards  of  administration.  The  likelihood  that  the 
Federal  Government  may  ))e  in  a  position  to  call  for  the  removal  of  individual 
administrators  is  likel.v  to  raise  the  issue  of  paternalism  and  Federal  domina- 
tion in  its  most  unpleasant  form.  Issues  sueh  as  that  arising  in  the  recent 
dispute  between  New  York  State  and  the  Federal  administration  in  the  case 
of  Mr.  Moses  are  likely  to  be  generalized. 

{(1)  The  protection  of  the  rights  of  mobile  workers  will  be  difficult  to 
insure. 

Under  the  present  bill,  which  visualizes  48  different  schemes,  the  only  way  to 
protect  the  rights  of  employees  now  in  one  State  and  now  in  another,  but 
working  always  in  employments  sub.iect  to  the  act,  is  to  provide  for  reciprocity 
agreements  between  all  the  different  funds.  Should  all  States  take  advantage 
of  the  opportunity  to  conduct  experiments — on  whi<'h  so  much  emphasis  is 
placed  l)y  the  framers  of  the  bill — each  State  will  have  to  conclude  an  agree- 
ment with  all  47  others,  if  mobile  workers  are  to  be  assured  full  protection 
of  their  accumulated  rights. 

4.    IT  PAILS  TO  MAKE  PROVISION  FOB  EFFECTIVE  ST^VBILIZATION  PROGRAMS 

As  at  present  drafted,  the  bill  makes  experimentation  by  industries  or  firms 
oiierating  on  an  intei'state  basis  almost  impossible.  Such  industries  or  firms 
can  carry  through  their  own  schemes  only  if  they  can  obtain  the  consent  of,  and 
meet  the  requirements  laid  down  by.  every  individual  State  in  which  they  have 
a  plant.  Yet  there  is  general  agreement  among  economists  that  the  major 
controllable  proldems  leading  to  irregularity  of  operations  can  be  most  ef- 
fectively tackled  by  action  on  the  part  of  an  industry  as  a  whole.  Action  by 
large  concerns  is  especially  likely  to  be  produ-'tive  of  .good  results,  but  these 
are  precisely  th.e  companies  most  likely  to  have  units  operating  in  various 
States.  Under  the  present  bill  it  will  he  very  difficult  for  them  to  carry  throu.gh 
a  unified  policy  looking  to  greater  stability  of  operation. 

The  neglect  of  the  possibilities  of  attack  upon  instability  by  an  industry  as 
a  whole  on  an  interstate  bnsis  is  the  more  inexplicable  in  that  the  whole  em- 
phasis of  the  N;^-tional  Industrial  Recovery  Administrntion  is  upon  such  an 
approach.  Under  the  Recovery  Act  conditional  oC  wages,  hours,  and  other 
items  affecting  costs,  as  well  as  selling  practices  and  price  policies,  are  regu- 
lated upon  a  national  l>a.«is.  The  present  bill  will  introduce  confusion  and 
a  new  principle  by  regulating  costs  due  to  unemployment  upon  a  State  basis 
and  will  in  practifo  confine  efforts  to  stabilize  to  what  can  be  accomplished 
by  firms,  units  of  firms,  and  units  of  an  industry  operating  within  the  borders 
of  any  given  State. 

•    5.    IT  IS   UNIVECIESSARILY   CONSERVATIVE  IN    MANY   RESPECTS 


(a)   The  postponed  imposition  of  the  full  3-percent  tax  is  undesirable. 

The  provision  that  prior  to  January  1.  1!>3(X  the  full  3  percent  should  be 
levied  only  if  the  Federal  Res(M-ve  I'oards  index  of  production — basis  1923-25 — 
rises  as  high  as  95  seems  to  be  unduly  conservative.  In  view  of  the  improba- 
bility that  i^o  h'gh  a  level  of  production  will  lie  attained,  the  stimulus  to  the 
States  to  act  is  reduced  in  two  ways. 

In  the  first  place,  in  those  States  whifh  have  insurance  plans  under  way. 
the  contributions  visualized  hiive  been  in  the  neighborhood  of  3  percent,  and 
for  the  very  trood  reasou  that  a  contribution  of  much  less  than  this  amount 
will  afford  too  little  protection  to  the  unemployed  to  enlist  the  interest  of  those 
who  believe  that  unemployment  insurance  is  a  valuable  firi^t  line  of  attack  upon 
insecurity  due  to  unemployment.     If  the  Federal  bill  provides  for  a   tax  of 
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only  1  or  2  percent,  employers  in  these  States  will  receive  inadequate  protec- 
tion against  unfair  competition,  the  main  objective  of  the  bill  will  have  been 
lost,  and  the  movement  in  favor  of  insurance  systems  in  the  various  States 
will  suffer  a  serious  set-back. 

And  in  the  siecond  place,  if  the  tax  is  only  1  percent,  little  pressure  will  be 
exercised  on  the  already  indifferent  States  to  set  up  schemes  so  as  to  regain 
the  taxes  paid  by  their  own  employers. 

(h)   A3  percent  tax  will  provide  inadequate  protection. 

Even  if  standards  wei'e  to  be  written  into  the  existing  bill,  it  is  clear  that  it 
would  be  impossible  to  insist  upon  standards  higher  than  those  indicated  by  the 
Committee  on  Economic  Security  in  its  report.  A  3  percent  tax.  even  if  risks 
are  pooled  over  the  country  as  a  whole,  cannot  yield  on  prt sent  estimates  benefits 
equal  to  50  percent  of  wages  after  a  4  weeks'  waiting  perior  for  more  than  14 
or  15  weeks. 

Yet  it  is  well  known  that  even  in  normal  times  the  duration  of  idleness  for  a 
considerable  proportion  of  the  unemployed  is  larger  than  this.  In  April  1929 
in  Phihidelphia,  at  the  height  of  prosperity,  50.6  percent  of  the  unemployed  had 
been  idle  for  over  3  months;  in  April  1931,  after  only  18  months  of  depression, 
the  corresponding  proportion  had  risen  to  75.5  percent.  The  contribution  made 
to  the  total  unemployment-relief  problem  by  a  benefit  sys^tem  limited  to  14  or  15 
weeks  is  thus  very  slight.  The  Committee's  own  estimates  indicate  that  a  4 
percent  pay-roll  tax  would  provide  benefits  under  similar  conditions  for  24 
weeks. 

In  order  that  full  advantage  should  be  derived  from  the  existence  of  an  un- 
employment compensation  system  that,  once  set  up,  is  simple  and  convenient  to 
administer,  in  order  that  this  mechanism  shall  materially  contribute  to  the  vast 
problem  of  unemployment  relief,  it  is  suggested  that  the  tax  rate  be  increased 
to  4  percent. 

6.    IT   IS   BADLY   DRAFTED   AT    MANY   ^■ITAL  POIXTS 

(a)  The  bill  taxes  all  pay  rolls,  regardless  of  amount  of  earnings. 

As  at  present  drafteil  the  biil  covers  all  employed  persons  working  for  au 
employer  with  four  or  more  workers,  irrespective  of  the  level  of  their  earnings. 
Taxes  would  be  paid  in  respect  of  all  employees,  including  the  $100,000  a  year 
executive.  There  is  nothing  to  force  the  States  to  pay  benefits  to  so  wide  a 
group ;  and  in  fact,  all  existing  State  bills  provide  for  au  income  limitation. 
Under  tlie  present  act,  therefore,  it  is  highly  improbable  that  any  employer 
will  be  iible  to  claim  a  rebate  in  respect  of  Federal  taxes  paid  by  him  on  the 
earnings  of  his  higher  executives,  since  these  will  not  be  covered  by  the  pro- 
visions of  the  State  laws. 

(&)   Seetii'u  602b  is  oi^posed  to  the  evident  intent  of  the  act. 

Section  602b  is  in  need  of  amendment.  As  it  stands  no  rebate  can  be  claimed 
by  employers  contributing  to  State  schemes  which  make  payment  of  benefit 
within  2  years  after  contributions  are  first  made.  It  is  presumably  not  the 
intention  of  the  act  to  encourage  postponement  of  benefit  payments  and  the 
words  "  not  more  than  "  should  be  inserted  before  the  words  "  2  years  "  on 
page  36,  line  18. 

(c)  Section  608  is  so  badly  drafted  as  to  lead  to  misunderstanding  and 
confusion. 

The  provisions  governing  the  right  of  employers  to  obtain  additional  tax 
rebates  are  by  no  means  clear.  It  is  the  evident  intention  of  the  bill  to  permit 
the  setting  up  of  separate  funds  only  on  condition  that  at  least  1  percent  pay- 
roll tax  is  paid  to  the  State  fund.  (See  sec.  606,  "unemployment  fund.") 
As  section  608  now  stands,  subsections  {a)  to  (d)  might  be  read  as  alternatives 
so  that  the  requirement  to  contribute  1  percent  to  the  State  pool  could  be  held 
not  to  apply  to  the  schemes  described  under  (6)  and  (c).  And  on  the  other 
hand,  it  might  be  argued  that  any  employer  could  obtain  credit  provided  only 
that  he  has  contributed  the  required  1  percent  of  his  payroll  to  his  State  fund. 
It  would  avoid  confusion  and  legal  disputes  if  paragraphs  (&)  to  (d)  were 
made  special  subsections  of  paragraph  (a)  instead  of  as  now  being  made 
coordinate  with  that  paragraph. 

Even  the  meaning  of  section  608a  is  obscure  owing  to  the  insertion  of  an 
unnecessary  comma  after  the  word  claimed  on  line  24,  page  48.  As  now 
drafted  the  section  could  be  read  to  mean  that  an  employer  could  get  additional 
credit  if  he  had  regularly  made  contributions  of  at  least  1  percent  of  his 
pay  roll  attributable  to  such  State,  and  is  required  to  continue  to  contribute 
an  undefined  amount  to  a  pooled  fund. 
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7.    MOHE    SATISFACTORY    METHODS    OF    BKINGING    ABOUT    UNEMPLOYMENT    INSUKAJNfCE 

AKE    AVAILABLE 

(a)   A  uatioual  system. 

Apart  from  the  technical  errors  iu  drafting,  nothing  short  of  a  national 
scheme  would  meet  all  the  above  objections.  This  alternative  was  rejected 
by  the  committee  for  reasons  which  appeared  to  them  sufficient  and  obvious, 
but  on  which  they  did  not  enlarge  to  any  extent.  Their  preference  for  a 
Federal-State  scheme  caimot  have  been  made  on  grounds  of  constitutionality 
since  they  recommended  a  Federal  scheme  for  old-age  pensions. 

In  the  main,  the  committee  laid  their  emphasis  upon  the  greater  possibilities 
for  experimentation  that  would  be  available  under  a  Federal-State  scheme. 
But  again,  they  failed  to  indicate  the  fields  in  which  experimentation  would  be 
most  fruitful  and  which  had  not  already  been  adequately  explored  in  the  24 
years  in  which  unemployment-insurance  schemes  have  been  in  existence  in  vari- 
ous parts  of  the  world.  Nor  did  they  suggest  the  extent  to  which  experimenta- 
tion can  usefully  be  carried  on  by  48  States  bound  together  by  close  economic 
ties  and  constituting  essentially  a  single  economic  unit,  without  giving  rise  to 
confusion  and  disorder. 

In  fact  there  seem  to  be  but  two  main  problems  in  unemployment  Insurance  of 
vital  interest  to  America  on  which  the  24  years  of  European  experience  throws 
little  light.  The  first  of  these  is  the  extent  to  wliich  unemployment-insurance 
schemes  could  be  developed  upon  an  interstate  industry  basis.  The  second  is  the 
extremely  difficult  question  of  the  extent  to  which  it  is  possible  to  administer 
on  a  uniform  basis  an  insurance  scheme  covering  so  vast  a  geographic  area  as 
the  United  States.  It  is  obvious  that  the  present  bill,  in  confining  experimen- 
tation to  individual  States,  will  make  impossible  precisely  the  type  of  experi- 
ment of  which  we  are  most  in  need. 

Spokesmen  from  the  technical  board  of  the  Committee  on  Economic  Security 
have  suggested  to  members  of  the  Senate  Committee  on  Finance  other  reasons 
why  a  national  system  was  rejected.  It  has  been  argued  that  existing  State 
interest  and  activity  "  would  be  nipped  in  the  bud  by  passing  forthwith  a  na- 
tional law,  or  if  it  appeared  that  a  national  law  were  in  the  offing  which  for 
one  reason  or  another  might  not  materialize."  (Hearings  on  Economic  Security 
Act,  p.  447.)  No  support  was  offered  for  the  former  of  these  contentions  and 
it  is  obvious  that  the  reaction  in  the  States  to  a  Federal  law  would  depend 
upon  the  form  of  that  law  and  its  specific  provisions,  especially  in  regard  to 
the  evolution  of  administration.  And  the  weight  to  be  attached  to  the  danger 
that  failure  of  an  attempt  to  pass  a  national  law  would  set  back  incipient  State 
activity  depends  upon  the  probability  that  a  national  bill  would  be  more  likely 
to  fail  of  passage  than  one  on  a  State-Federal  basis.  The  popular  reaction  to 
the  security  bill  suggests  that  once  the  administration  has  decided  to  embark 
ujKtn  unemployment-insurance  legislation  there  is  a  real  interest  in  adopting 
the  best  technical  methods.  All  criticism  of  the  present  title  VI  has  indeed  been 
from  this  point  of  view.  If  the  committee  had  felt  that  the  technical  merits  of 
a  national  plan  were  superior  to  those  of  Federal-State  operation,  I  believe  that 
a  program  embodying  such  a  scheme  would  have  been  more  certain  of  approval 
than  the  present  proposals. 

To  some  extent  it  is  inevitable  that  attempts  at  any  kind  of  Federal  action 
will,  durinc  the  process  of  legislation,  give  rise  to  uncertainty.  And  in  fact, 
the  present  inadequate  and  amlnguous  proposal  has  had  precisely  the  discour- 
aging effect  that  the  technical  board  feared  from  the  attempt  to  provide  a 
national  scheme.  Because  of  the  failure  of  the  Federal  Government  to  take 
up  a  position  in  regard  to  essential  standards,  the  movement  in  many  States 
has  already  suffered  a  severe  setback. 

In  the  second  place  you  have  been  informed  that  a  Federal  system  wns 
discarded  because  of  the  "  honest  disagreement  among  people  who  have  been 
particularly  concerned  with  the  question  with  respect  to  the  type  of  unemploy- 
ment-insurance bills  that  should  be  passed.''  (Hearings  on  Economic  Security 
Act.  p.  447-8.)  Especial  reference  was  made  to  the  conflicts  concerning  the 
imi)ortance  to  be  attached  to  plant  reserves  in  })lace  of  iiooled  reserves,  a  con- 
flict of  opinion.  I  may  add.  which  is  yearls'  assuming  less  importance  in  expert 
circles,  ir  does  not  follow  that  a  national  scheme  would  preclude  the  possi- 
liility  of  exi)orinipntation  along  tlie  lines  of  plant  reserves.  Indeed,  as  I  have 
l)ointod  out  above,  there  is  reason  to  believe  that  the  mnst  fruitful  experiments 
along  these  lines  can  only  I)e  made  by  a  scheme  that  is  fundamentally  Feder.al 
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in  coverage.  And  it  is  doubtless  because  of  the  importance  that  they  attach 
to  this  feature  of  unemplojrment  insurance  that  many  of  our  larger  indus- 
trialists would  favor  a  national  scheme  which  would  make  possible  experi- 
mentation on  an  interstate  industry  basis.  It  is  indeed  curious  that  the  Com- 
mittee on  Economic  Security,  in  view  of  the  obvious  disadvantage  of  a  Fed- 
eral-State measure  did  not  make  greater  attempts  to  explore  the  possibilities 
of  permitting  contracting  out  and  merit  rating  under  a  Federal  system,  instead 
of  discarding,  with  the  unsupported  assertion  that  "  under  a  national  system 
no  experimentation  on  a  relatively  small  scale  would  be  possible  ",  a  system 
that  was  believed  by  its  own  experts  to  be  superior. 

In  the  third  place  you  have  been  told  that  one  of  the  main  weighty  consid- 
erations leading  to  the  rejection  of  a  Federal  system  was  the  fear  that  "  even- 
tually the  sources  out  of  ^^■hich  unemployment  insurance  were  paid  might  be 
tapped  from  general  Federal  revenues  if  a  national  bill  were  passed  than  would 
be  the  case  if  we  had  State  laws  which  *  *  *  would  be  more  likely  to  keep 
the  cost  definitely  upon  industry  itself."  (Hearings  on  the  Economic  Security 
Act,  p.  448.)  In  regard  to  this  assertion  I  would  submit  two  comments  for 
your  consideration.  Firstly,  the  experience  of  the  two  countries  which  have 
had  the  longest  history  of  unemployment  insurance  suggests  that  pressure  to 
make  the  unemployment-insurance  fund  responsible  for  more  and  more  of  the 
unemployed  and  to  charge  the  resulting  deficits  against  the  proceeds  of  gen- 
eral taxation  depends  entirely  upon  the  adequacy  of  the  alternative  kinds  of 
relief  available.  When  the  assistance  available  to  those  not  covered  by  the 
insurance  system  was  extremely  inadequate  and  poorly  administered,  there 
was  tremendous  pressure  to  extend  insurance  benefits  beyond  the  field  origi- 
nally budgeted  for.  Since  more  orderly  and  adequate  methods  have  been 
adopted  in  both  England  and  Germany  for  dealing  in  a  more  uniform  manner 
with  those  persons  not  covered  by  the  unemployment-insurance  scheme,  the 
pressure  on  the  insurance  fund  has  been  relaxed,  and  in  both  these  countries 
the  insurance  funds  today  are  not  only  solvent  but  are  accumulating  a  surplus. 
To  avoid  a  raid  upon  the  Federal  funds,  therefore,  we  should  not  sacrifice  an 
otherwise  satisfactory  Federal  system  for  one  that  is  inadequate  and  unwork- 
able from  the  start,  but  we  should  direct  attention  to  the  evolution  of  more 
satisfactory  and  more  orderly  methods  of  dealing  with  those  not  cared  for  by 
the  strictly  limited  insurance  system. 

In  the  second  place,  the  argument  as  presented  to  you  by  members  of  the 
technical  board  disregards  the  nature  of  the  unemployment  relief  problem  as 
a  whole.  If  it  is  deemed  worthwhile  to  institute  a  system  of  financing  at  least 
some  types  of  unemployment  benefits  by  taxes  upon  industry,  in  order  to  protect 
the  Federal  funds,  it  is  important  that  the  scope  of  this  industry-financed 
scheme  should  play  at  least  a  significant  part  in  the  total  relief  set-up.  As  I 
have  indicated  above,  the  only  way  to  insure  adoption  of  a  system  financed  in 
this  way  upon  any  considerable  scale  is  by  a  national  system.  Under  the 
scheme  as  at  present  proposed,  it  is  true  that  the  Federal  funds  may  not  be 
called  upon  to  finance  extended  benefits  given  by  the  few  insurance  schemes 
that  will  be  set  up.  But  the  smaller  the  scope  and  coverage  of  the  unemploy- 
ment insurance  systems  thus  set  i:p  the  greater  will  be  the  residual  relief 
burden  falling  upon  the  Federal  Government  to  be  dealt  with  on  the  present 
hand-to-mouth  principles  and  the  greater  will  be  the  total  vulnerability  of 
Federal  funds  to  raids  on  account  of  unemployment  assistance. 

(&)   The  subsidy  system. 

Certainly  the  reasons  given  by  the  committee  for  rejecting  a  national  scheme 
did  not  convince  the  majority  of  the  experts  who  have  studied  this  problem. 
But  even  if  for  political  or  other  reasons  it  were  deemed  advisable  to  explore 
the  possibilities  of  Federal-State  cooperation,  it  is  difficult  to  see  why  the  com- 
mittee adopted  the  clumsy  and  ineffective  Wagner-Lewis  principle  in  place  of 
the  more  convenient  method  of  the  Federal  subsidy,  which  was,  in  fact,  recom- 
mended to  the  committee  by  its  own  advisory  council  and  by  the  experts  as 
the  next  best  thing  to  a  national  scheme. 

Under  the  subsidy  system  the  Federal  pay-roll  tax  goes  directly  into  the 
Federal  Treasury.  The  proceeds  would  then  be  paid  to  those  States  which 
set  up  approved  unemployment  insurance  plans.  Before  any  State  plan  could 
be  approved  it  would  have  to  comply  with  the  uniform  minimum  standards  of 
benefits  and  administration  prescribed  in  the  Federal  law. 

Such  a  system  would  avoid  the  worst  consequences  likely  to  follow  from 
adoption  of  the  proposed  tax  credits  method.  It  would  make  possible  the 
writing  of  essential  standards  into  the  Federal  bill  without  involving  constitu- 
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tioual  challenge.  By  strengthening  control  of  the  Federal  Government  whicli 
would  itself  have  control  of  all  the  funds,  it  would  make  observance  of  these 
standards  more  certain  and  give  assurance  that  the  schemes  set  up  were  in 
fact  worthy  of  the  name  of  unemployment  insurance.  By  providing  for  only 
one  taxing  system,  it  would  enormously  simplify  administration.  Under  the 
subsidy  proposal,  provision  for  the  worker  who  moves  from  State  to  State 
could  be  more  easily  made. 

Only  one  substantial  argument  has  been  urged  against  the  adoption  of  this 
more  workable  procedure.  It  is  held  that  the  necessity  of  making  annual  appro- 
priations would  introduce  an  undesirable  element  of  uncertainty  into  the  in- 
stitution of  unemployment-insurance  schemes.  This  fear  which  is  based  upon 
the  experience  of  the  grant  under  the  Shepherd-Towner  Act.  dues  not  seem  to 
be  well  founded.  Unemployment  insurance  is  likely  to  effect  many  millions 
of  workers,  and  it  can  scarcely  be  argued  that  a  measure  of  such  vital  signifi- 
cance to  so  large  a  section  of  the  population  would  be  permitted  to  lapse  by 
Congress  through  a  failure  to  vote  funds  at  some  future  time.  The  danger 
would  be  real  only  if  the  systems  set  up  are  so  insignificant  as  to  command  little 
popular  interest. 

The  further  ai-gument  that  the  tax  rebate  device  is  to  be  preferred  because, 
containing  no  standards,  it  will  more  easily  secure  passage  and  thus  encourage 
early  State  action  has  already  been  disproved  by  the  facts.  It  is  the  absence 
of  standards  in  the  bill  which  renders  it  at  the  present  time  most  open  to 
challenge.  In  any  case,  it  would  seem  highly  doubtful  whether  a  measure 
of  such  importance,  embodying  so  many  doubtful  features  and  subject  to  so 
much  expert  criticism  would  be  rushed  through  Congress  with  the  speed  that 
was  anticipated  by  those  who  favor  a  system  containing  a  minimum  of  .standards. 

For  these  reasons  I  would  resiDectfully  urge  on  the  committee  the  unde- 
sirability  of  enacting  title  VI  into  law  as  it  at  present  stands.  Instead  of 
encouraging  unemployment  insurance,  it  is  likely  to  postpone  the  institution 
of  satisfactory  schemes  of  this  nature  for  many  years. 

(Whereupon  at  12  noon  the  hearing  adjourned  until   10  a.  m. 
on  Saturday,  Feb.  16,  1935.) 
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SATURDAY,   rEBEUARY   16,   1935 

United  States  Senate, 
Committee  on  Finance, 

Washington^  D.  C. 
The  committee  met  pursuant  to  adjournment  at  10  a.  m.  in  the 
Finance    Committee    room.    Senate    Office    Building,    Senator    Pat 
Harrison  (chairman)  presiding. 

The  Chairman.  All  right,  Dr.  Townsend. 

STATEMENT  OF  DR.  F.  E.  TOWNSEND,  PRERESENTING  OLD  AGE 
REVOLVING  PENSIONS,  LTD. 

The  Chairman.  Doctor,  you  are  on  the  calendar  this  morning,  and 
with  the  exception  of  one  other,  Mr.  Doane,  whom  I  believe  is  sup- 
posed to  be  with  you,  you  are  the  only  persons  who  are  on  the  calen- 
dar for  today.  Just  proceed  in  your  own  way.  Doctor,  and  the  com- 
mittee will  feel  free  to  ask  you  any  questions  they  may  desire. 

Dr.  Townsend.  Mr.  Chairman  and  gentlemen  of  the  committee: 
I  had  hoped  to  have  with  me  Mr.  Robert  R.  Doane,  the  eminent 
economist  from  New  York  City,  who  would  act  in  the  capacity  of 
verifying  my  claims  that  a  transactions  tax  would  be  probably  the 
best  method  the  United  States  could  adopt  at  the  present  time  for 
solving  our  economic  troubles.  I  received  a  wire  late  last  night 
stating  that  Mr.  Doane  was  quite  ill  with  a  sudden  attack  of  influenza 
or  cold  and  was  running  a  fever,  and  his  doctor  advised  him  not  to 
appear,  not  to  leave  his  home  at  the  present  time.  However,  he 
assured  us  he  thought,  in  all  probability,  he  would  be  able  to  appear 
by  Tuesday  morning.  Now,  if  it  were  possible  for  Mr.  Doane  to 
appear  before  this  committee  I  should  like  very  much  to  have  a  post- 
ponement of  this  meeting  until  he  can  be  with  me,  because  I  do  not 
claim  to  be  an  economist.  I  merely  claim  that  I  think  we  have  a 
philosophy  which  will  be  acceptable  to  all  of  the  people  at  the  pres- 
ent time,  and  which  will  permit  us  to  raise  sufficient  money  by  a 
method  of  taxation  upon  which  all  of  the  people  will  agree,  and 
which  will  permit  us  to  do  certain  things. 

The  Chairman.  Doctor,  Mr.  Doane  was  present  before  the  House 
Committee  on  Ways  and  Means,  wasn't  he? 

Dr.  Townsend.  Yes,  sir. 

The  Chairman.  Well,  we  can  read  his  testimony,  and  if  Mr.  Doane 
wants  to  come  down  later  we  can  hear  him.  You  may  just  proceed, 
if  you  desire  to  make  any  statement  to  the  committee,  because  we  are 
trying  to   finish   at  as  early   a   date   as  possible.     We   have   done 
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you  more  kindness  than  anybod}^  else,  because  we  have  given  you  this 
morning  exclusively. 

Dr.  TowNSEND.  That  is  very  kind.    I  appreciate  it.  •       -j. 

The  Chairman.  We  can  take  Mr.  Doane  on  later,  if  you  desire,  if 
he  can  get  here.  I  think  the  calendar  is  already  arranged  for  Mon- 
day and  Tuesday,  but  if  he  desires  to  come  on  Wednesday  morning 
and  make  any  explanation  of  your  statements  he  can  do  so. 

Dr.  ToAVNSEND.  Thank  you. 

The  Chairman.  Just  have  a  seat.  Doctor. 

Dr.  TowNSEND.  I^Iay  I  please  request  that  the  cameras  be  stopped 
from  clicking  in  my  face? 

The  Chairman.  All  right. 

Dr.  TowNSEND.  It  is  confusing. 

The  Chairman.  I  do  not  blame  you.  Doctor.  Just  proceed.  You 
may  sit  down,  if  you  desire. 

Dr.  TowNSEND."  I  rather  prefer  to  stand. 

The  Chairman.  All  right. 

Dr.  TowNSEND.  Gentlemen,  as  I  just  stated,  I  do  not  pose  as  an 
economist.  I  have  been  a  physician  all  my  adult  life,  practically, 
and  my  dealing  with  poverty  in  all  of  its  various  phases  has  con- 
vinced me  that  poverty  is  the  most  expensive  and  destructive  thing 
that  we  can  maintain  as  a  nation.  t  u  v 

For  many  years  I  have  considered  the  matter  ot  taxation,  i  believe 
a  system  of  taxing  property  is  wrong  in  princii)le.  I  believe  it 
imposes  a  penalty  upon  enterprise  and  industry  which  we  could  well 

do  without.  .  T  ,1      T  X  ji    n       ^ 

I  have  also  observed  the  unhappmess  and  the  distress  ot  old  age 
coming  upon  those  who  are  not  in  a  position  to  meet  the  exigencies 
of  old  age.  I  believe  that  it  is  a  matter  which  can  very  easily  be 
adiustecrby  a  rational,  modern  civilization.  Combining  my  ideas 
of  taxation  and  this  matter  of  security  in  old  age,  I  evolved  what  I 
deemed  to  be  a  simple  expedient  for  removing  those  menaces  from 

civilization.  ,  ,       ^  /.      ,•-•         v  i, 

I  advanced  this  idea  to  the  people  through  a  form  of  petition  which 
I  drew  up,  directed  to  our  Congressmen,  something  like  14  months 
ago.  This  petition  I  had  circulated  among  the  voters  of  California, 
starting  in  the  city  of  Long  Beach. 

The  Chairman.  Have  you  a  copy  of  that  petition? 

Dr.  TowNSEND.  Oh,  yes. 

The  Chairman.  Will  you  have  it  put  m  the  record? 

Dr.  TowNSEND.  We  will  furnish  you  that,  sir. 

The  Chairman.  Thank  you.  ^ 

(The  petition  referred  to  by  Dr.  Townsend  is  as  follows :) 

Do  Not  Pay  to  Sign  Tnis  Petition 

(When  this  petition  is  filled  return  to  national  headquarters.  Arcade 
Building,  Los  Angeles,  Calif.,  or  your  Townsend  Club  secretary) 

To  the  honordble ,  DhtHct ,  State  of 

The  undersigned  citizens  of  the  United  States  request  you  to 
introduce  in  the  Congress  of  the  United  States  at  your  earliest 
opportunity  the  following  bills  and  use  your  utmost  effort  to  obtain 
Ihoir  passage  into  law: 
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First.  A  bill  obligating  the  Government  of  the  United  States  to 
pay  every  citizen  of  said  Government  whose  record  is  free  from 
habitual  criminality  and  who  has  attained  the  age  of  60  years  a 
monthly  pension  of  $200  until  the  end  of  his  or  her  life,  upon  the 
sole  conditions  that  he  or  she  retire  from  all  further  business  or 
profession  for  gain  and  agrees,  under  oath,  to  spend  the  entire 
-amount  of  the  pension  within  the  confines  of  the  United  States  during 
the  current  month  in  which  it  is  received. 

Second.  A  bill  creating  a  ISTation-wide  Federal  transaction  sales 
tax  calculated  at  a  rate  sufficiently  high  to  produce  the  revenue  nec- 
essary to  meet  the  requirements  of  bill  no.  1. 

It  is  obvious  that  the  passage  of  these  acts  and  the  beginning  of 
their  operation  will  discharge  the  Nation's  obligation  to  a  class  of 
her  citizens  deserving  this  reward  for  past  services  and  at  the  same 
time  place  immediate  buying  power  in  the  hands  of  the  general 
public,  thus  stimulating  every  avenue  of  commerce  and  trade.  A 
quick  cure  for  this  depression  and  a  sure  prevention  of  recurring 
ones. 


Name 

Residence 
(Street  and  number) 

City  or  town 

Age 

Dr.  TowNSEND.  This  petition  met  with  such  instantaneous  favor- 
able response  that  we  have  continued  to  pass  it  out  to  the  voters  of 
-the  American  public,  with  practically  the  same  results  that  we  ob- 
tained in  Long  Beach,  namely,  about  90  percent  of  the  voting  popula- 
tion sanctioned  the  appeal  made  in  this  position.  Wherever  the  idea 
is  introduced  it  meets  with  instantaneous  and  favorable  response,  as 
you  perhaps  know. 

Senator  Barkley.  You  realize,  Doctor,  that  you  can  get  signatures 
to  petitions  for  anjrthing  on  the  face  of  the  earth  by  passing  up  and 
down  the  street? 

Dr.  TowNSEND.  Certainly. 

Senator  Barkley.  You  can  have  a  petition  circulated  around  to 
hang  me  day  after  tomorrow,  circulated  outside  of  this  building, 
but  that  does  not  mean  that  I  should  be  hanged. 

Dr.  TowNSEND.  I  presume  so,  but  we  will  not  try  it.  Senator,  at 
least. 

Senator  Barkley.  My  point  is  that  we  get  petitions  of  all  sorts. 
It  is  easier  for  a  man  to  sign  a  petition  than  to  explain  why  he 
will  not  sign  it. 

Dr.  TowNSEND.  We  will  let  that  go. 

Senator  Barkley.  I  do  not  think  there  is  any  importance  attached 
to  the  question  of  petitions.  Here  is  the  philosophy  which  is  ac- 
ceptable to  almost  every  man :  We  believe  that  it  is  the  privilege  of 
everyone  to  purchase  his  own  annuity  maturing  at  the  age  of  60 
years.  This  is  virtually  what  we  propose  to  do,  to  enable  every  in- 
dividual in  the  land  to  purchase  this  annuity.  We  know  that  that 
idea  is  going  to  be  acceptable  to  the  people,  and  we  laiow  that  they 
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are  going  to  be  willing  to  pay  for  it  if  they  can  buy  it  en  masse,  so 
that  this  annuity  will  not  cost  them  inordinately. 

The  transaction  tax  that  we  are  proposing  is  very  successfully 
used  in  many  European  countries  at  the  present  time.  That  is  one 
of  the  chief  reasons  why  I  should  like  to  have  Mr.  Doane  with  me 
this  morning. 

The  Chairman.  Do  you  know  what  countries  are  using  the  trans- 
actions tax? 

Dr.  TowNSEND.  Canada  is  using  it  to  a  limited  extent.  Germany 
is  finding  it  exceedingly  successful,  and  in  certain  of  the  other  Euro- 
pean countries,  I  am  told,  it  is  used  as  a  special  means  of  raising 
revenues. 

Senator  Cotjzens.  Is  it  not  a  fact  that  in  Canada  it  is  in  the  nature 
of  a  sales  tax  rather  than  a  transactions  tax? 

Dr.  TowNSEND.  No;  they  are  using  a  transactions  tax  there.  They 
designate  it  so. 

The  Chairman.  Is  it  pyramiding? 

Dr.  TowNSEND.  It  is  pyramiding;  yes. 

Senator  Barklet.  It  is  a  percentage  tax  based  on  the  amount  in- 
volved in  each  transaction? 

Dr.  TowNSEND,  Yes. 

Senator  Barkley.  So  it  is  really  a  sales  tax. 

Dr.  TowNSEND.  There  is  a  distinction,  but  there  is  very  little  dif- 
ference. A  sales  tax  has  to  necessarily  be  a  tax  on  a  transaction.  All 
taxes  on  transactions  of  a  financial  nature  are  sales  taxes. 

Senator  Baekley.  So  it  is  a  distinction  without  a  difference? 

Dr.  TowNSEND.  Well,  the  public  conception  of  a  sales  tax  is  a 
limited  transactions  tax.    That  is  the  only  difference. 

Senator  Barkley.  It  is  limited  to  the  transactions  provided  by 
law? 

Dr.  TowNSEND.  It  is  limited  to  certain  kind  of  transactions. 

Senator  Barkley.  The  transactions  tax  would  be  unlimited,  it 
would  apply  to  all  transactions  involving  sales? 

Dr.  TowNSEND.  That  is  what  we  propose  to  do. 

Senator  Barkley.  You  propose  to  widen  the  base  and  change  the 
name  to  make  it  more  acceptable  to  the  public? 

Dr.  TowNSEND.  To  make  it  more  comprehensive. 

Senator  Barkley.  The  name  is  changed  in  order  to  get  away  from 
the  term  "  sales  tax  ?  " 

Dr.  TowNSEND.  That  is  all. 

The  CiiAiR^rAN.  Doctor,  in  Canada  they  have  a  sales  tax.  It  is  not 
a  transactions  tax. 

Dr.  TowNSEND.  I  have  read  that  they  called  it  a  transactions  tax. 
I  haven't  made  an  exhaustive  study. 

The  Chairman.  Doctor,  you  are  mistaken. 

Dr.   TowNSEND.  Mr.  Doane   can   answer   all  those  questions  for 

yo"-  .  .         .  .     0    * 

Senator  Couzens.  Could  you  give  me  a  simple  illustration?  As- 
suming, for  instance,  that  3'our  theorj'  was  adopted  and  an  article 
was  selling  on  the  market  today  for  a  dollar,  what  would  it  sell  for 
after  your  plan  had  been  adopted? 

Dr.  TowNSEND.  It  would  depend  altogether  on  the  cost  of  the  raw 
materials.    An  illustration  of  that  was  given  me  up  in  northern  New 
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York  last  week.  A  gentleman  in  Rochester  runs  a  lens-grinding  fac- 
tory for  eyeglasses.  Now,  those  glasses  sell  for  a  dollar  to  a  retailer. 
Apparently  while  that  sale  would  carry  a  2  percent  tax,  when  yor 
get  back  into  the  raw  material,  the  glass,  sand,  soda,  and  material? 
which  are  used  in  the  making  of  glass,  the  cost  is  so  infinitesimaj 
that  only  a  2-percent  tax  would  be  available,  because  the  tax  on  the 
raw  materials  will  run  from  a  decimal  point  to  a  long  string  of 
ciphers,  making  the  cost  so  insignificant  tliat  a  carload  of  it  would 
carry  but  very  little  cost. 

Senator  Couzens.  It  takes  the  products  of  a  farmer  that  we  can 
buy  for  a  dollar  today,  Mdiat  would  it  cost,  under  your  scheme,  after 
it  had  gone  through  the  farmers'  hands,  the  trading,  processing, 
wholesaling,  and  transportation. 

Dr.  TowNSEND.  I  believe  it  would  not  cost  any  more  for  this 
reason :  Under  this  system  we  are  going  to  vastly  augment  the 
business  of  the  country.  Any  retailer  who  suddenly  finds  his  busi- 
ness considerably  increased,  probably  doubled  or  quadrupled,  is 
going  to  be  very  hesitant  about  adding  to  the  cost  of  commodities  to 
any  great  exent,  for  the  simple  reason  that  competition  will  prevail. 
"  Plenty  "  will  be  the  word  of  the  day,  and  in  a  time  of  plenty 
competition  is  going  to  take  care  of  any  advanced  costs.  These  taxes, 
in  many  instances,  will  be  absorbed. 

The  Chairman.  What  would  you  do  with  a  fellow  who  is  on  a 
fixed  salary,  the  white-collar  man,  so  to  speak  ? 

Dr.  TowNSEND.  We  do  not  propose  to  tax  salaries. 

The  Chairman.  I  know ;  but  he  has  got  to  eat,  he  has  got  to  buy 
a  home  to  live  in,  he  has  got  to  buy  the  furniture,  and  all  that  stuff, 
at  a  greatly  increased  cost. 

Dr.  TowNSEND.  The  first  thing  we  propose  to  do  to  enhance  his 
ability  to  buy  is  to  vastly  increase  his  pay. 

The  Chairman.  Your  bill  does  not  do  that  though. 

Dr.  TowNSEND.  It  does  not  need  to  be  done  in  the  bill. 

The  Chairman.  You  think  it  will  just  come  of  itself? 

Dr,  TowNSEND.  Certainly  it  will  come;  there  is  no  question 
about  it. 

Senator  Costigan.  Dr,  Townsend,  there  appears  to  have  been  con- 
siderable discussion  before  the  House  committee  of  what  is  meant 
by  a  "  transaction."  Apparently  the  McGroarty  bill  referred  to 
financial  transactions  which,  in  the  course  of  the  discussion,  it  was 
suggested  should  be  commercial  transactions.  Have  you  defined  the 
word  "  transactions  "  for  the  purposes  of  this  proposed  legislation  ? 

Dr.  Townsend.  Yes.  We  have  that  definition.  I  do  not  know  if 
Mr.  Cuttle  is  in  the  room.  Mr.  Cuttle  has  the  definition.  It  was 
prepared  yesterday. 

(The  definition  referred  to  by  Dr.  Townsend  is  as  follows:) 

Definition  of  terms,  "transaction  and  gainful  pursuit  as  used  in  the 
McGroarty  hill. — The  term  "  transaction  "  for  the  purpose  of  this  act  shall  be 
defined  as  the  sale,  barter,  and/or  exchange  ol:  either  or  both  real  or  personal 
property,  including  the  granting  of  any  right,  easement,  or  privilege  of  com- 
mercial value. 

The  rendering  of  any  services  for  monetary  or  other  commercially  valuable 
consideration  except  as  hereinafter  specified. 

Transaction  taxes  shall  be  based  on  commercial  value  (not  necessarily  the 
stated  consideration),  at  the  time  of  transaction. 
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Gainful  pursuit.— The  term  "gainful  pursuit"  for  the  purpose  of  this  act 
shall  be  defined  as  any  occupation,  profession,  calling,  or  pursuit  or  combina- 
tion of  same  for  monetary  or  other  commercially  valuable  consideration. 

Senator  Costigan.  On  what  transactions  would  the  tax  be  placed? 

Dr.  TowNSEND.  Everything  of  a  financial  nature,  with  the  excep- 
tion of  wages  and  salaries. 

Senator  Costigan.  Not  banking  transactions,  if  I  understand  you, 
which  are  merely  clearing-house  transactions? 

Dr.  ToAVNSEND.  Not  banking  transactions  merely  as  clearing-house 
transactions;  no.  That  would  not  involve  anything  of  a  commercial 
nature. 

Senator  Hastings.  Doctor,  in  order  that  I  may  get  clearly  what 
you  mean  by  the  transactions,  suppose  a  municipality  was  selling 
a  million  dollars  of  bonds  to  some  financial  house,  the  tax  on  that 
would  be  $20,000,  would  it? 

Dr.  TowNSEND.  Yes. 

Senator  Hastings.  And  then  as  the  bonding  house  sold  the  bonds 
to  the  public  there  would  be,  assuming  they  sold  them  at  approxi- 
mately the  same  price,  another  $20,000  tax  on  them? 

Dr.  ToAVNSEND.  Yes. 

Senator  Hastings.  So  that  in  a  million-dollar  transaction  of  that 
nature  there  would  be  a  $40,000  tax? 

Dr.  TowNSEND.  Yes,  sir. 

Senator  Hastings.  All  right. 

Senator  Couzens.  Now,  you  do  not  require  a  means  test;  in  other 
words,  a  man  does  not  have  to  prove  that  he  needs  the  money  ? 

Dr.  TowNSEND.  On  this  retirement  pension? 

Senator  Couzens.  Yes. 

Dr.  TowNSEND.  Oh,  no. 

Senator  Couzens.  Everybody  gets  it  regardless  of  need? 

Dr.  TowNSEND.  We  propose  that  everybody  buy  this  annuity. 
The  rich  man  obviously  will  pay  very  much  more  for  his  retire- 
ment fund  of  $200  per  month  than  the  poor  man  would,  but  they 
will  all  buy.    It  will  be  compulsory. 

The  Chairman.  Why  would  the  rich  man  pay  more? 

Dr.  TowNSEND.  T\Tiy  would  the  rich  man  pay  more? 

The  Chairman.  Yes.    He  does  not  need  much  more. 

Dr.  TowNSEND.  Because  he  is  only  buying  a  $200  annuity,  the 
same  as  the  poor  man,  and  his  expenditures  are  infinitely  greater 
than  those  of  the  ])oor  man,  and  a  2-percent  tax  would  yield  a  very 
much  greater  return. 

The  Chairman.  Let  me  see  if  I  understand  your  theory.  You 
propose  in  the  bill  that  every  person  over  60  years  of  age  shall 
receive  $200  a  month? 

Dr.  TowNSEND.  Yes ;  if  he  chooses.     He  is  not  compelled  to  do  so. 

The  Chairman.  Of  course,  he  is  not  compelled  to  do  so,  but  he  has 
the  right  to  receive  $200  a  month. 

Dr.  Townsend.  He  has  a  right  to  receive  it. 

The  Chairman.  Irrespective  of  whether  he  is  worth  a  million 
dollars  or  worth  nothing? 

Dr.  Townsend.  Yes. 

The  Chairman.  Everybody  can  get  it. 

Dr.  Townsend.  Yes. 
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The  Chairman.  How  many  persons  are  there  who  are  over  60 
years  of  age?    It  is  something  over  10,000,000,  isn't  it? 

Dr.  TowNSEND.  Ten  million  three  hundred  thousand  in  the  United 
States  at  the  present  time. 

Senator  Barkley.  That  was  in  1930.  The  number  has  increased 
to  about  eleven  and  a  half  million  now. 

Dr.  TowNSEND.  Reports  differ.  I  am  quoting  from  the  census 
report. 

The  Chairman.  Your  other  condition  is  that  if  they  get  the  $200 
a  month,  or  $2,400  a  year,  they  must  spend  all  that  money  during 
that  month? 

Dr.  TowNSEND.  Yes;  for  commodities  or  for  services. 

The  Chairman.  For  commodities  or  services.  Would  shooting 
craps  with  about  six  fellows  be  services? 

Dr.  TowNSEND.  No,  no ;  that  is  not  services. 

The  Chairman.  That  would  not  be  construed  as  services? 

Dr.  TowNSEND.  We  propose  that  this  shall  be  spent  for  commodi- 
ties. 

The  Chairman.  For  commodities  or  for  services? 

Dr.  TowNSEND.  Or  for  legitimate  services. 

Senator  Barkley.  That  part  of  it  that  went  to  purchasing  the 
craps  would  be  for  commodities? 

Dr.  TowNSEND.  Certainly. 

The  Chairman.  That  would  bear  the  2-percent  tax? 

Dr.  Townsend.  Certainly. 

The  Chairman.  The  way  you  would  raise  the  money  would  be 
by  a  2-percent  tax  on  turn-over? 

Dr.  TowNSEND.  Yes ;  a  2-percent  tax  on  turn-over. 

The  Chairman.  What  do  you  assume  the  2-percent  tax  on  turn- 
over to  be  in  the  United  States? 

Dr.  Townsend.  At  the  present  moment  ? 

The  Chairman.  Yes. 

Dr.  Townsend.  It  will  not  run  perhaps  over  $5,000,000,000  per 
month. 

The  Chairman.  Five  billion? 

Dr.  Townsend.  At  the  present  time. 

The  Chairman.  Supposing  that  everyone  who  is  60  years  of  age 
and  over,  the  10,000,000  persons,  or  the  11  and  a  half  million,  as  sug- 
gested by  Senator  Barkley,  supposing  they  should  take  this  $200  a 
month,  that  would  aggregate  some  $20,000,000,000  a  year? 

Dr.  Townsend.  $24,000,000,000. 

The  Chairman.  And  on  the  2  percent  tax,  if  you  get  5  billion, 
you  have  got  a  deficit  of  19  billion  dollars  a  year,  is  that  right? 

Dr.  Townsend.  Yes,  Senator ;  but  let  us  stop  a  moment.  It  is  very 
obvious  that  we  are  not  going  to  be  able  to  put  10,000,000  of  old  folks 
on  the  pension  immediately.  It  took  us  2  years  to  get  4,000,000  sol- 
diers inducted  into  the  Army. 

Senator  Barkley.  They  had  to  pass  a  physical  examination  and 
these  do  not. 

Dr.  Townsend.  Perhaps  they  would  have  to  pass  an  examination 
which  would  require  an  equal  amount  of  time. 

Senator  Barkley.  The  only  examination  they  would  pass  would 
be  to  fill  out  the  application  for  the  $200. 
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Dr.  TowNSEND.  No,  no;  you  would  have  to  establish  your  citizen- 
ship, your  age,  and  so  forth.  It  would  entail  a  certain  amount  of 
quizzing  and  examination. 

Senator  Connally.  Do  you  think  there  would  be  any  trouble  in 
drafting  these  people  to  file  applications  ? 

Dr.  TowNSEND.  No;  there  would  be  no  trouble  in  drafting  them. 

Senator  Connally.  It  took  2  years  to  put  the  soldiers  in  the  Army. 

Dr.  TowNSEND.  I  am  not  suggesting  that  -we  will  have  to  draft 
these  old  folks.    They  will  have  to  draft  themselves. 

The  Chairman.  Doctor,  do  you  propose  in  your  bill  to  set  up  en- 
listing stations  around  the  country  so  the  people  will  have  a  place  in 
which  to  enlist? 

Dr.  TowNSEND.  Yes;  just  the  same  as  we  would  set  up  our  polling 
places,  certainly. 

The  Chairman.  It  would  be  very  crowded  at  first,  don't  you  think  ? 

Dr.  TowNSEND.  Possibly;  yes. 

The  Chairman.  "What  is  3'our  estimate  of  the  number  of  people 
who  would  get  this  $2,400  in  the  first  year? 

Dr.  TowNSEND,  It  all  depends  on  how  we  would  begin  to  do  this. 
If  we  first  called  for  an  enrollment  of  those  who  were  to  receive  the 
pension  and  pay  the  money  directly  out  of  the  Treasury,  we  would 
vastly  increase  immediately  the  volume  of  business  done  in  this  coun- 
try by  the  purchases  of  all  these  people,  for  they  will  be  in  every  com- 
munity practically  in  about  the  same  proportion  to  the  entire  popu- 
lation, and  the  augmentation  of  business,  which  Avould  accrue  from 
the  spending  of  this  money,  would  probably  immediatel}'  double  the 
volume  of  business  which  we  are  doing,  and  it  would  continue  to  in- 
crease as  we  continue  to  increase  the  list  of  pensioners.  Now,  I  be- 
lieve that  immediately  such  a  law  as  this  is  passed  we  will  at  once 
thaw  out  the  credits  of  this  country  and  start  industries  to  going  from 
the  very  fact  of  the  laAv  having  been  passed.  Certainly  if  the  rail- 
roads anticipated  a  great  increase  of  business  they  would  start  up 
building  their  roadbeds,  which  are  in  such  a  deplorable  condition 
toda}^  they  would  increase  their  rolling  stock,  they  would  devise  every 
means  of  handling  the  great  increase  of  freight  and  passenger  busi- 
ness which  they  would  be  called  upon  to  handle,  which  they  would 
knowingl}^  be  called  upon  to  do. 

The  Chairman.  Do  you  think  it  would  affect  the  people  who  are 
really  working?  For  instance,  we  have  in  my  State,  in  certain  dis- 
tricts, about  500  Negroes  to  1  white  person,  in  some  counties.  If  they 
were  getting  $200  a  month,  all  of  those  who  are  over  60  years  of  age, 
do  you  think  they  would  work  any  ? 

Dr.  TowNSEND.  I  know  they  would  work.  If  you  use  the  same 
coercive  methods  on  them  that  have  been  used  on  the  Negroes  always, 
they  will  work.  Certainly  you  people  could  use  the  money  in  your 
communities  down  there. 

The  Chairman.  Does  not  your  bill  say  that  they  have  got  to  quit 
work  if  thev  are  working? 

Dr.  TowNSEND.  The  old  folks? 

The  Chairman.  I  mean  those  who  are  60  years  of  age  or  over. 

Dr.  TowNSEND.  We  want  them  to  quit,  we  want  them  removed 
from  competition  for  jobs.  That  is  where  we  claim  we  are  going  to 
raise  the  pay  for  all  individuals.    We  can  remove  the  surplus  labor 
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from  the  ranks  of  industry  and  maintain  just  enough  to  carry  on 
those  industries.  We  can  regulate  that  to  a  nicety  by  requiring  that 
people  desist  from  competition  for  jobs  and  retiring  those  of  58  or 
55,  if  necessary,  keeping  the  number  of  actual  workers  down  to  a 
point  where  they  would  be  in  a  position  to  demand  the  right,  cer- 
tainly, of  fair  pay. 

The  Chairman.  Do  you  believe  in  families  where  there  are  2  per- 
sons over  60  years  of  age,  with  a  lot  of  children  and  where  these  2 
aged  persons  would  be  getting  $400  a  month,  do  you  think  the  chil- 
dren would  come  in  and  help  them  spend  it  and  quit  their  jobs? 

Dr.  T'owNSEND.  The  children  are  what  they  are  because  of  environ- 
ment very  largely.  Now,  the  children  that  we  have  in  the  North 
here — I  cannot  say  so  much  of  your  southern  population,  of  course — 
but  the  children  of  the  North  I  know  very  well  are  just  as  ambitious 
today  as  they  ever  were.  They  would  like,  of  course,  to  have  good 
clothing,  good  food,  and  good  shelter  presented  to  them.  That  is 
human  nature.  Nevertheless,  those  young  people  are  going  to  want 
money.  They  cannot  get  it  through  this  system.  We  will  not  permit 
the  elderly  people  to  hand  them  money. 

Senator  Connally.  Why  could  not  the  old  man  hire  all  his  boys 
and  pay  them  for  their  services  ? 

Dr.  TowNSEND.  You  can  have  all  sorts  of  division  and  that  sort  of 
thing,  but  we  do  regulate  taxes  and  we  regulate  social  conditions  in 
other  ways ;  so  why  might  not  we  do  this  by  forming  a  committee  in 
every  county,  we  will  say,  to  receive  complaints;  have  it  specifically 
understood  by  all  these  people  who  receive  the  pension  what  they  are 
to  do  with  it.  We  must  regulate  for  a  time  the  method  which  they 
pursue  in  following  out  the  instructions  which  they  are  given. 

The  Chairman.  You  mean  to  tell  them  how  to  spend  the  money  ? 

Dr.  Town  SEND.  Not  how  to  spend  the  money,  but  to  tell  them  how 
they  may  not  spend  the  money. 

Senator  Barkley.  You  would  have  to  have  an  investigator  follow- 
ing everybody  around  to  see  whether  they  were  violating  the  law  by 
spending  it  for  something  which  was  not  either  commodities  or 
service  ? 

Dr.  TowNSEND.  Not  at  all. 

Senator  Barkley.  How  would  you  check  up  on  them? 

Dr.  Townsend.  The  pensions  paid  by  the  United  States  Govern- 
ment are  now  paid  in  the  form  of  checks  and  we  can  have  those 
checks  deposited  in  certain  designated  banks  by  the  recipients.  At 
the  end  of  every  30  days  that  bank  account  will  have  to  show  entire 
deflation  and  the  canceled  checks  will  have  to  show  what  was  done 
with  the  money. 

Senator  Barkley.  Suppose  the  pensioner,  instead  of  checking  it, 
drew  it  out  in  money  ? 

Dr.  Townsend.  We  will  not  permit  him  to  do  it. 

Senator  Barkley.  You  will  not  permit  him  to  do  it  ? 

Dr.  Townsend.  Not  in  that  manner. 

Senator  Barkley.  He  can  cash  a  check  of  his  own  from  that  ac- 
count, cannot  he? 

Dr.  Townsend.  According  to  our  bill  it  would  only  be  30  percent 
of  the  amount  of  the  pension. 

Senator  Barkley.  Thirty  percent  of  the  amount  of  the  pension  ? 

Dr.  Townsend.  Yes. 
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Senator  Barkley.  There  is  nothing  in  this  bill  about  that. 
Dr.  TowNSEND.  Yes;  there  is. 

Senator  Barkley.  He  can  spend  a  certain  amount  for  charity  and 
fraternal  purposes  ? 

The  Chairman.  Fifteen  percent. 
Dr.  TowNSEND.  Fifteen  percent. 

Senator  Barkij:y.  I  do  not  recall  seeing  anything  in  it  which  pre- 
vents the  pensioner  from  cashing  his  check  at  the  bank  to  the  full 
extent  of  the  $200.    Is  there  anything  in  the  bill  that  does  that? 

Dr.  TowNSEND.  Not  if  he  designates  what  he  does  with  the  money 
and  can  prove  that  it  is  for  the  purposes  specified  in  the  bill. 

Senator  Barkley.  You  provide  that  the  Secretary  of  the  Treasury 
shall  deposit  in  any  bank  that  is  a  member  of  the  Federal  Insurance 
Deposit  Corporation  $200  to  the  credit  of  every  person  over  60  years 
of  age  who  qualifies.     There  is  no  limitation  in  the  bill  as  to  how 
he  should  draw  it.     It  is  presumably  by  check,  like  anybody  else. 
He  has  got  to  draw  it  all  out  during  the  month  and  spend  it. 
Dr.  TowNSEND.  For  commodities  or  services. 
Senator  Barkley.  Yes ;  for  commodities  or  services. 
Dr.  TowNSEND.  Yes. 

Senator  Barkley.  How  are  you  going  to  determine  that  he  has 
spent  it  for  commodities  at  the  end  of  the  month  ? 

Dr.  Townsend.  The  banker  will  be  in  position  to  know. 
Senator  Barkley.  How  ? 

Dr.  Townsend.  It  will  not  be  a  very  difficult  thing  to  ascertain. 
Senator  Barkley.  The  banker  has  got  to  be  the  inspector  for  every 
one  of  the  pensioners  who  has  an  account  in  his  bank? 
Dr.  Townsend.  Not  necessarily  the  banker. 
Senator  Barkley.  Somebody  will  have  to  do  the  inspecting. 
Dr.  Townsend.  But  not  necessarily  the  banker.     Everyone  who  is 
spending  the  money,  who  is  known  to  be  the  recipient  of  it,  is  going 
to  have  neighbors  immediately  about  him. 

Senator  Barkley.  So  the  neighbors  are  going  to  watch  him? 
Dr.  Townsend.  The  neighbors  are  going  to  watch  him,  certainly. 
Senator  Barkley.  Every  neighbor  will  be  an  inspector? 
Dr.  ToAVNSEND.  Not  necessarily. 

Senator  Barkley.  So  the  neighbors  will  go  to  the  grocery  store 
and  ask  how  John  Jones  spent  that  money,  and  whether  it  was 
within  the  law  for  him  to  buy  those  things,  or  whether  he  hired 
somebody  to  cut  his  grass :  that  is  the  way  that  will  work? 

Dr.  Townsend.  There  will  be  a  few  flagrant  examples  of  wrong- 
doing in  this  as  there  are  in  all  laws.  There  will  be  certain  attempts 
at  evasion.  Nevertheless,  if  a  person  takes  solemn  oath  to  do  a 
thing,  if  he  takes  that  oath  before  a  Government  official,  knowing 
all  the  while  that  any  violation  of  that  oath  will  entail  a  terrific 
punishment,  the  cutting  off  of  his  future  income,  he  is  coing  to  be 
very  charj'^  about  how  he  violates  his  oath.  A  few  examples  in  every 
community  would  be  sufficient  to  stop  any  further  violations. 

Senator  Barkley.  None  of  this  money  can  be  spent  for  the  pur- 
chase of  real  estate? 

Dr.  Townsend.  Yes.     Why  not? 
Senator  Barkley.  Is  that  a  commodity? 
Dr.  Townsend.  Certainly  it  is  a  commodit3^ 
Senator  Barkley.  It  is  not  so  regarded. 
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Dr.  TowNSEND.  I  do  not  know  why  it  should  not  be.  Why  should 
that  not  be  regarded  as  such?  Nobody  is  going  to  buy  any  tre- 
mendous amount  of  real  estate  on  $200  a  month.  He  can  buy  a 
home. 

Senator  Barkley.  You  take  a  couple  of  old  people,  a  man  and 
wife,  who  have  probably  worried  along  during  all  their  lives  on 
$200  a  month  between  them  and  you  suddenly  require  them  to  spend 
$400  a  month. 

Dr.  TowNSEND.  Yes. 

Senator  Barkley.  Whether  they  need  it  or  not;  whether  they 
desire  anything  or  not.  It  might  be  possible  that  during  the  first 
month  or  two  they  will  take  up  a  good  deal  of  slack  by  buying  some 
things  they  wanted,  but  over  the  whole  period  of  the  rest  of  their 
lives  they  are  compelled,  those  two  people,  to  spend  $400  a  month. 

Dr.  TowNSEND.  Yes. 

Senator  Barkley.  Whether  they  need  anything  or  not  they  have 
got  to  go  out  and  blow  it  in  for  something  ? 

Dr.  TowNSEND.  Yes,  sir. 

Senator  Barkley.  Do  you  think  that  is  a  sound  economic  plan  ? 

Dr.  TowsEND.  I  know  it  is. 

Senator  Barkley.  Upon  what  do  you  base  your  knowledge? 

Dr.  TowNSEND.  It  is  the  only  way  in  the  world  that  we  can  bring 
our  consuming  ability  up  to  our  producing  ability. 

Senator  Barkley.  You  say  7%  million  of  old  people  will  take 
advantage  of  this? 

Dr.  TowNSEND.  Yes. 

Senator  Barkley.  If  10.000,000  of  old  people  take  advantage  of 
it,  it  would  cost  $24,000,000,000  a  year.  That  is  half  of  the  total 
income  of  all  the  people  of  the  United  States  at  present. 

Dr.  TowNSEND.  It  is  now. 

Senator  Barkley.  Yes. 

Dr.  TowNSEND.  It  will  not  be. 

Senator  Barkley.  It  was  about  one-third  of  the  income  during 
the  peak  of  our  income  4  or  5  years  ago. 

Dr.  TowNSEND.  Senator,  let  me  ask  you  what  creates  income? 
Nothing  in  the  world  but  demand. 

Now,  let  us  have  demand,  an  abundant  demand  and  we  shall  vastly 
increase  the  national  income. 

Senator  Barkley.  Yes ;  and  you  vastly  increase  the  price  of  every- 
thing to  those  who  have  any  income. 

Dr.  TowNSEND.  No. 

Senator  Barkley.  Because  if  your  plan  succeeds  so  that  there  is 
going  to  be  enough  demand  for  anything  anybody  would  want, 
whether  they  need  it  or  not,  so  as  to  get  rid  of  the  $200  or  $400  a 
month,  as  the  case  might  be,  you  might  possibly  increase  the  demand 
for  goods,  but  that  might  not  be  a  healthy  demand,  it  might  be  a 
squandering  of  national  income  rather  than  the  conservation  of  it, 
might  it  not? 

Dr.  TowNSEND.  Let  me  suggest  to  you  that  there  are  always  two 
things  which  militate  against  the  advance  in  prices.  Abundance  is 
one  thing  and  mass  production  is  another.  Mass  production  has 
come  to  stay.  It  is  here.  We  are  going  to  use  it  because  machines 
are  just  beginning  to  be  used.    We  are  going  to  vastly  increase  the 
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productive  ability  of  this  country  from  now  on  through  the  use  of 
mass  production.  Now,  mass  production  always  has  a  tendency 
toward  lowering  prices.  Take  the  automobile  for  example.  You 
can  buy  a  better  car  today  for  $800  than  you  could  have  bought  for 
$2,000  just  a  few  years  back,  all  due  to  mass  production.  There  is 
never  any  apparent  increase  in  the  cost  of  commodities  in  times  of 
plenty.  We  propose  to  have  a  time  of  plenty,  because  we  know  we 
are  qualified  to  produce  that  kind.  We  can  do  these  things  with  our 
present  technical  knowledge  and  ability. 

The  Chairman.  Will  it  have  an  effect  on  increasing  the  price  of  a 
Ford  automobile? 

Dr.  TowNSEND,  Beg  your  pardon? 

Would  this  increase  the  cost  of  a  Ford  automo- 


Tlie  Chairman 
bile? 

Dr.  TowxsEND. 
automobile. 

The  Chairman. 
now  ? 

Dr.   ToWNSEND. 


No ;  it  will  not.     It  will  decrease  the  cost  of  a  Ford 
Then  you  would  get  it  cheaper  than  j^ou  get  it  for 


Unquestionably. 

The  Chairman.  Then  you  have  got  to  pay  a  2-percent  tax  on 
every  part  that  enters  into  it,  and  on  every  transaction  that  enters 
into  the  proposition  ? 

Dr.  TowNSEXD.  Well,  now,  let  me  suggest,  Henry  Ford  probably 
is  the  great  stabilizer  of  prices  in  the  automobile  field  today.  He 
owns  his  iron  mines,  his  glass  factories,  his  leather-upholstery  plants, 
everything  that  pertains  to  a  car  almost  Henry  Ford  supplies  him- 
self. He  is  going  to  be  in  a  position,  if  he  has  a  greatly  increased 
demand  for  cars,  to  lower  that  price.  Henry's  philosophy  has  always 
been  to  create  his  own  market  by  a  vast  increase  in  the  price  paid  for 
labor  so  that  the  laborers  themselves  might  constitute  his  market. 

The  Chairman.  Well,  let  us  take  a  concern 


Dr.    ToWNSEND. 

The  Chairman. 

Dr.    ToWNSEND. 


Just  a  moment.  Senator  Harrison,  let  me  finish. 
Go  ahead. 

If  Henry  Ford  can  continuously  lower  the  price 
of  his  product,  and  if  General  Motors  would  still  be  in  the  competing 
field.  General  IVIotors  might  have  to  buy  their  glass,  their  iron  ore, 
and  everything  of  that  nature,  on  which  there  was  a  tax,  but  they 
would  have  to  compete  with  Henry  Ford  or  cease  to  sell  their 
product. 

Senator  Couzexs.  So  you  would  automatically  build  up  great  cor- 
porations and  integrate  capital  so  you  would  have  immense  organi- 
zations to  compete  with  each  other? 

Dr.  ToAVNSEND.  Why  would  we  do  that? 

Senator  Couzens.  Because  General  Motors,  not  owning  all  the 
coal  ntines,  iron  mines,  and  steel  mills,  could  not  compete  with 
Henry  Ford,  therefore,  they  would  have  to  buy  up  all  their  coal 
mines,  all  their  steel  facilities,  leather  plants,  and  so  on,  so  as  to  be 
able  to  avoid  the  2  percent  tax. 

Senator  Connally.  The  doctor's  theory  is  it  will  lower  the  price 
under  those  conditions. 

Senator  Couzens.  I  am  talking  about  competition.  If  the  other 
large  corporations  proceeded  on  the  plan  that  the  doctor  described 
they  would  automatically  build  up  the  most  self-contained  corpora- 
tions, so  as  to  avoid  the  2  percent  transactions  tax. 
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Dr.  TowNSEND.  We  will  certainly  make  them  pay  their  propor- 
tionate share. 

The  Chairman.  Doctor,  let  us  take  the  Standard  Oil  Co.  They 
own  their  own  oil  wells,  they  own  their  own  pipe  lines,  they  own 
their  own  refineries,  and  so  forth,  and  they  own  their  own  service 
stations.  There  would  not  be  much  of  a  turn-over  with  the  Stand- 
ard Oil  Co.,  because  they  control  it,  but  take  the  innumerable  number 
of  independent  oil  concerns  that  have  to  buy  the  crude  oil,  that  have 
to  pay  for  the  pipe  line  and  make  the  arrangements  with  the  service 
stations,  and  so  forth;  isn't  your  plan  giving  an  advantage  to  the 
big  fellow  over  the  independent  fellow  ? 

Dr.  TowNSEND.  It  would  up  to  this  point,  of  course.  However, 
they  would  have  to  pay  their  tax,  and  if  they  did  drive  competition 
out  of  the  field  and  attempted  to  raise  the  price  to  the  consuming 
public,  then  competition  would  again  spring  up  immediately.  Cer-. 
tainly  this  will  have  a  tendency  to  reduce  prices  to  the  consuming 
public. 

Senator  Barkley.  In  your  testimony  before  the  House  Committee 
on  Ways  and  Means,  was  not  one  of  your  contentions  that  it  would 
increase  prices? 

Dr.  TowNSEND.  It  would  increase  prices  up  to  a  certain  point. 
That  will  not,  perhaps,  be  as  a  result  of  tlie  increased  cost  of  com- 
modities. In  a  time  of  activity,  monetary  activity,  we  always  ex- 
pect a  slight  advance  in  the  cost  of  things.  We  are  willing  to  pay 
that.    We  have  done  it  in  the  past  and  liked  it. 

Senator  Barkley.  Wasn't  it  your  theory,  in  your  testimony  before 
the  House  Committee,  that  while  it  would  increase  prices  by  permit- 
ting this  tax  on  everything  that  it  touched,  that  there  would  be  justi- 
fication in  that,  on  the  ground  that  your  theory  carried  the  further 
problem  of  increasing  the  compensation  of  those  who  pay  the  in- 
creased prices? 

Dr.  TowNSEND.  We  want  to  see  an  increase  in  the  price  of  com- 
modities to  a  point  where  the  producer,  such  as  the  farmer,  can  make 
some  money. 

Senator  Barkley.  That  is  getting  to  the  proposition  of  the  farmer. 
You  propose  here  that  every  farmer  who  sells  a  hog  will  have  to  pay 
a  tax  of  2  percent  of  the  price  of  that  hog.    ' 

Dr.  TowNSEND.  Yes. 

Senator  Barkley.  The  butcher  who  purchases  it  or  cuts  it  up  into 
different  parts  for  distribution  will  collect  a  2-percent  tax  on  each 
piece  of  that  hog  that  he  sells  to  the  public ;  or  if  it  goes  to  the  packer 
the  packer  does  the  same.  No  matter  how  many  times  it  turns  over 
the  2  percent  will  apply. 

Dr.  TowNSEND.  Yes. 

Senator  Barkley.  If  I  recall,  somebody  estimated  that  every  com- 
modity of  that  sort  would  turn  over  an  average  of  about  five  times 
before  it  got  to  the  consumer. 

Dr.  TowNSEND.  Yes. 

Senator  Barkley.  Which  would  mean  a  lot  of  them  would  turn 
over  much  more  than  five  times.  Now,  your  farmer,  in  order  to  sell 
this  hog,  has  got  to  be  licensed  by  the  Government  first,  he  has  got 
to  pay  a  license  fee  to  the  Secretary  of  the  Treasury  under  your  plan 
to  sell  the  hog,  and  that  license  fee  is  to  be  whatever  the  Secretary 
of  the  Treasury  fixes,  is  that  correct? 
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Dr.  TowNSEND.  It  might  be  10  cents  a  year ;  yes. 

Senator  Barkley.  So  every  farmer  in*  the  United  States,  in  order 
to  sell  what  he  grows,  has  got  to  be  licensed  by  the  Government. 
Which  carries  with  it  the  privilege  of  selling  what  he  wants  to  sell. 

Dr.  TowNSEND.  For  the  purpose  of  registering;  that  is  all.  That 
is  the  only  reason  we  want  a  license. 

Senator  Barkley.  Well,  if  it  is  for  the  purpose  of  registering, 
what  is  the  object  of  having  him  register  ? 

Dr.  Townsend,  So  we  may  collect  the  tax  from  him. 

Senator  Barkley.  You  say  the  farmer  is  registered  so  that  the  tax 
may  be  collected  by  somebody;  and  if  he  does  not  pay  that  tax,  he 
is  liot  perniitted  to  sell  his  hogs? 

Dr.  TowNSEND.  The  seller  might  be  the  man  to  whom  we  would 
look  to  collect  the  tax.     We  cannot  collect  it  any  place  else. 

Senator  Barkley.  Your  plan  contemplates  that  the  Secretary  of 
the  Treasurv  shall  issue  a  license  to  every  farmer  in  the  Nation,  for 
which  he  might  pay  whatever  fee  is  fixed ;  and  unless  he  so  registers 
and  is  licensed,  he  cannot  sell  what  he  has  produced? 

Dr.  TowNSEND.  We  propose  to  have  some  measure  such  as  that 
set  up. 

Senator  Barkley.  That  is  true,  though;  that  is  a  fact? 

Dr.  ToAVNSEND.  Yes;  that  is  true. 

Senator  Barkley.  You  talk  about  regimentation,  which  has  come 
into  common  usage  here  in  the  last  year  or  two.  That  would  be 
regimentation  par  excellance,  would  it  not? 

Dr.  TowNSEND.  I  do  not  know  what  you  mean  by  "  regimenta- 
tion." It  is  a  regulatory  law,  of  course,  the  same  as  any  other  law, 
applying  to  all  citizens. 

Senator  Barkley.  Do  you  believe  the  people  of  this  country  would 
ever  be  reconciled  to  any  provision  that  required  every  farmer  in 
this  country  to  register  and  buy  a  license  before  he  could  sell  what 
he  has  produced  to  feed  and  clothe  the  world  ? 

Dr.  TowNSEND.  If  he  saw  a  financial  advantage  in  it  to  himself  I 
know  he  would. 

Senator  Barkley.  Of  course,  the  question  of  financial  advantage 
is  purely  theoretical.  Now,  while  we  are  on  the  farmer  proposition, 
let  us  take  this  situation :  Let  us  take  this  couple  who  have  lived  on 
the  farm  all  their  lives,  they  are  over  60  years  of  age,  they  are  alone, 
their  children  have  all  married  and  left  home,  and  this  old  couple  is 
on  a  farm  making  a  fairly  good  living ;  they  are  still  young  enough 
to  plow  and  hoe  and  work — we  have  increased  our  longevity  in  the 
last  generation  or  two  so  a  man  who  is  now  60  years  old,  according  to 
the  actuaries  has  about  15  pretty  good  years  left  to  him.  Your  bill 
would  pay  those  two  people  $400  a  month  and  would  require  them 
to  cease  anv  further  activity ;  now  what  would  happen  to  that  farm  ? 

Dr.  TowNSEND.  We  ask  that  that  farmer  hire  a  manager  or  hire 
someone  to  take  his  place  if  he  wants  to  access  this  pension. 

Senator  Barkley.  Would  he  still  have  plenty  to  live  on? 

Dr.  TowNSEND.  Why  not? 

Senator  Barkley.  Could  he  help  the  hired  man  to  do  farm  work 
there? 

Dr.  TowNSEND.  Of  course.     Why  not? 

Senator  Barkley.  You  say  he  might  withdraw  wholly  from  pro- 
ductive activities? 
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Dr.  TowNSEND.  If  he  provides  a  job  for  one  individual  to  take  his 
place. 

Senator  Barkley.  He  can  help  the  individual  to  do  farm  work  ? 

Dr.  TowNSEND.  Why  not? 

Senator  Barkley.  Because  you  do  not  say  so  in  the  bill.  If  he 
takes  on  any  productive  activity  in  any  month,  he  is  not  on  the  pay 
roll  for  that  month. 

Dr.  TowNSEND.  Any  salaried  position  he  has  got  to  surrender. 

Senator  Barkley.  You  require  thje  couple  to  spend  the  $400. 
They  probably  have  not  been  in  the  habit  of  spending  that  much 
money.  That  does  not  mean  they  ought  not  to  have  more,  but  how 
would  they  go  about  spending  that  $400  a  month  which,  between  the 
two,  would  be  $4,800  a  year  ?     What  would  they  buy  with  that  ? 

Dr.  TowNSEND.  Bless  your  soul,  I  could  take  a  man  who  had  ever 
had  a  salary  of  $200  a  month  who  could  answer  that  without  any 
difficulty  whatsoever. 

Senator  Barkley.  I  am  not  talking  about  a  salaried  man;  I  am 
talking  about  a  couple  that  had  a  $200  income  a  month. 

Dr.  TowNSEND.  Well,  I  could  suggest  innumerable  ways  in  which 
they  could  do  it.  The  first  thing  they  would  do  would  be  to  buy  a 
■car,  or  they  would  probably  rebuild  or  repair  their  home,  they  would 
refurnish  it,  they  would  travel,  they  would  buy  books,  they  would 
buy  things  for  their  children  liberally.  That  is  exactly  what  we 
want  done. 

Senator  Barkley.  It  is  conceivable  that  for  a  short  time  from 
the  beginning  they  might  be  able  to  find  a  useful  expenditure  for 
$400  a  month,  but  how  would  they  spend  it  over  a  period  of  5  years 
or  10  years  or  15  years? 

Dr.  TowNSEND.  Did  you  ever  hear  the  assertion  that  as  our  means 
increase  so  do  our  desires  ? 

Senator  Barkley.  Yes.  Sometimes  our  desires  are  not  wholesome 
desires  and  they  are  not  necessarily  good  for  us. 

Dr.  TowNSEND.  All  right.  I  can  assure  you  that  everyone  who 
ever  receives  $200  a  month,  requiring  it  be  spent,  will  never  have 
any  difficulty  whatsoever,  because  if  they  lack  ingenuity  and  inven- 
tiveness in  spending  that,  then  all  the  world  they  have  to  do  is  nudge 
a  neighbor  and  ask  for  suggestions,  and  they  certainly  will  get 
them. 

Senator  Barkley.  Under  your  plan,  if  there  is  a  man  who  has 
been  obtaining  a  fairly  regular  income  of  say  $500  a  month,  which 
is  more  than  he  needs,  and  if  he  spends  $200  a  month  and  puts  the 
other  $300  away  in  a  savings  account,  he  has  no  natural  desires  or 
demands  on  him  beyond  $200  a  month,  and,  therefore,  he  has  not 
spent  the  $300  that  he  lays  aside,  do  you  require  him,  if  he  obtains 
this  pension — and  all  he  has  got  to  do  is  ask  for,  all  he  has  got  to  do 
is  prove  that  he  is  a  citizen  and  is  60  years  of  age — can  he  spend  the 
$200  that  you  provide  him  in  the  pension  and  put  the  entire  $500  of 
his  private  income  away  as  a  saving  ? 

Dr.  TowNSEND.  I  presume  he  could,  but  he  would  not. 

Senator  Barkley.  How  do  you  know  he  would  not  ? 

Dr.  TowNSEND.  It  is  very  obvious  to  anyone  that  money  laid  away 
does  not  do  anything.  You  lay  it  away  for  a  time  until  you  get  it 
invested. 
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Senator  Barkuey.  Unless  the  banks  have  loaned  it  out  to  some- 
body. But  he  would  have  $500  a  month  instead  of  $300,  and  that 
would  not  do  anything,  thereby  he  would  be  more  inclined,  you  think, 
to  spend  not  only  the  $200  that  you  gave  him  but  the  $200  that  he  has 
been  spending?  Is  not  that  $500  that  could  do  nothing  instead  of 
$300? 

Dr.  TowNSEND.  I  cannot  say  what  the  individual  will  do  beyond 
this :  That  if  he  obeys  the  law,  and  the  law  compels  him  to  spend 
$200  a  month,  he  is  going  to  do  it. 

Senator  Barklet.  If  he  spends  the  pension  and  puts  away  his  $500, 
he  is  not  increasing  the  demand  for  anything;  he  is  not  giving  any- 
body a  job;  he  is  not  increasing  the  turnover  of  commodities;  he  is 
simply  taking  advantage  of  the  Government's  pension  to  meet  his 
normal  demands  of  $200  a  month,  and  he  is  permitted  to  lay  aside 
$500  to  lie  idle  instead  of  $300.    That  is  true,  isn't  it? 

Dr.  TowNSEXD.  There  are  plenty  of  misers,  of  course,  who  hoard 
every  penny  they  get.  Most  people  gave  it  U])  with  the  idea  of  buy- 
ing something  with  thoir  savings,  and  a  great  percentage  will  do  so. 

Senator  Barkley.  Or  hand  it  down  to  their  children. 

Dr.  Townsend.  If  the  children  get  it  you  know  it  is  going  to  be 
spent. 

Senator  Barkley.  If  the  children  happened  to  be  around  30  or 
40,  of  course,  there  might  be  some  incentive  for  the  aged  couple  to 
put  away  $500  a  month  instead  of  $300,  to  pass  it  down  to  their 
children  before  they  would  arrive  at  the  age  of  60  and  get  along 
on  the  $200. 

Dr.  Townsend.  Suppose  savings  did  become  general  in  the  United 
States,  suppose  money  came  easy  so  most  everybody  could  supply 
their  needs  readily;  suppose  they  had  good  positions  with  good  pay; 
is  that  going  to  increase  the  tendency,  do  you  think,  to  accumulate? 
We  are  thereby  going  to  establish  security  in  this  world.  If  we 
retire  these  old  folks,  that  is  going  to  militate  strongly  against  the 
idea  of  saving  and  accumulating. 

Senator  Connally.  Are  you  against  that  idea?  Are  you  against 
saving  money? 

Dr.  Townsend.  Yes;  I  am. 

Senator  Connally.  You  are  opposed  to  that? 

Dr.  Townsend.  Absolutely.  I  think  it  is  wrong  in  principle. 
Money  should  not  be  used  as  a  means  of  storing  wealth. 

Senator  Connally.  Somebody  is  going  to  get  it.  If  you  give  it 
to  these  old  people,  somebody  is  bound  to  take  it  away  from  them. 
Somebody  else  will  get  it. 

Dr.  Townsend.  Somebody  might  hoard  it,  but  the  freer  money  is 
used  in  the  country,  the  less  inclination  there  is  to  accumulate,  hoard, 
and  save. 

Senator  Barkley.  Your  position  is  that  in  addition  to  all  the 
money  that  is  now  spent  for  services  there  will  be  $2,400  a  year  more 
spent. 

Dr.  Townsend.  Yes;  there  will  be  $2,400  a  year  more  spent.  It 
will  be  speeded  up,  that  is  all. 

Senator  Barkley.  It  will  be  spent? 

Dr.  Townsend.  Yes. 

Senator  Barkley.  We  will  spend  the  same  volume  of  money  ? 
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Dr.  TowNSEND.  We  will  spend  the  same  volume  of  money  that  we 
have  now  but  it  will  circulate  faster. 

Senator  Barkley.  So  everybody  who  has  money,  including  Henry 
Ford,  will  not  only  spend  all  he  is  now  spending  but  he  will  spend 
the  other  $200  a  month  that  you  are  giving  him  ? 

Dr.  TowNSEND.  He  will  have  to  spend  the  $200  that  we  are  giving 
him. 

Senator  Barkley.  He  will  not  substitute  one  for  the  other  and  lay 
aside  more  of  his  private  savings? 

Dr.  TowNSEND.  I  claim  it  does  not  make  any  difference. 

Senator  Barkley.  It  would  make  a  good  deal  of  difference  if  they 
do  not  spend  the  extra  $200  for  commodities  so  as  to  create  a  demand 
for  more  commodities  and  more  labor. 

Dr.  TowNSEND.  The  $200  a  month  is  not  going  to  mean  anything 
to  Henry  Ford  one  way  or  the  other. 

Senator  Black.  He  would  get  it,  would  he  not,  Doctor  ? 

Dr.  TowNSEND.  If  he  wanted  to  apply  for  it. 

Senator  Black.  Henry  Ford  and  J.  P.  Morgan  could  get  the  $200 
if  they  applied  for  it? 

Dr.  TowNSEND.  Yes ;  and  if  they  wanted  to  place  somebody  in  their 
position  to  manage  their  business  for  them. 

The  Chairman.  In  that  case  how  would  you  know  whether  they 
were  spending  the  $200  that  they  got  from  the  Government  or 
whether  they  were  spending  $200  from  their  own  private  funds? 

Dr.  TowNSEND.  I  do  not  care  in  the  least. 

Senator  Conn  ally.  Doctor,  would  Henry  not  only  get  the  $200  a 
month  from  the  Govermnent,  if  he  wanted  to,  but  also  get  most  of 
the  other  $200  a  month  ? 

Dr.  TowNSEND.  He  would  get  a  lot  of  them. 

Senator  Conn  ally.  You  just  stated  that  these  old  people  would 
buy  a  car. 

Dr.  TowNSEND.  Yes.  Henry  Ford  would  get  a  lot  of  them.  There 
is  no  reason  in  the  world  why  we  cannot  make  Henry  support  this 
retirement  fund. 

Senator  Barkley.  Do  you  think  Henry  can  support  this  entire 
load? 

Dr.  TowNSEND.  He  can  support  a  lot  of  it,  and  he  would  unques- 
tionably support  a  lot  of  it. 

Senator  Connolly.  You  figure  2  percent  on  all  of  the  turn-overs? 

Dr.  TowNSEND.  To  start  with,  and  certainly  we  will  reduce  it  to  one- 
half  of  1  percent. 

Senator  Connally.  You  say  it  will  take  $24,000,000,000  a  year. 
Have  you  figured  what  the  turn-over  would  have  to  be  in  this 
country  ? 

Dr.  TowNSEND.  Yes. 

Senator  Connally.  It  would  have  to  be  one  trillion,  two  hundred 
billion,  wouldn't  it? 

Dr.  TowNSEND.  Yes;  we  can  do  that  because  we  have  already 
done  it. 

Senator  Barkley.  That  did  not  include  turn-over  in  only  the  pur- 
chase of  commodities;  that  included  ail  sorts  of  transactions,  so  far 
as  it  is  possible  to  judge  them,  with  respect  to  banks.  There  is  no 
real  authority  in  this  country  as  to  how  much  the  turn-over  has  been 
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or  Avhat  our  income  is  a  year.  You  have  taken  your  figures  from  the 
statement  made  in  the  Wall  Street  Journal  published  by  Dow,  Jones. 
&  Co.,  I  suppose. 

Dr.  TowNSEND.  Yes. 

Senator  Barkley.  You  do  not  know  how  authoritative  that  is.  It 
is  just  an  estimate.  It  is  taken  from  reports  made  by  141  member 
banks  in  the  United  States  without  regard  to  all  the  other  banks  in 
the  country. 

Dr.  TowNSEND.  Yes. 

Senator  Barkley.  So  it  is  just  a  guess. 

Dr.  TowxsEND.  Well,  you  know  it  is  a  very  conservative  guess, 
because  the  rest  of  the  banks  were  not  represented  in  the  list. 

Senator  Barkley.  So  it  is  just  a  guess. 

Dr.  TowNSEND.  Well,  it  is  a  very  conservative  guess,  because  the 
rest  of  the  banks  were  not  represented  in  the  list. 

Senator  Barkley.  That  is  not  only  the  checks  given  in  payment 
of  commodities,  but  it  may  have  included  every  check  given  for 
Government  bonds,  real-estate  transactions,  payment  of  interest,  pay- 
ment of  life-insurance  premiums,  and  everything. 

Dr.  TowNSEND.  Were  not  those  transactions? 

Senator  Barkley.  They  were  transactions,  but  it  does  not  mean 
the  purchase  of  commodities. 

Dr.  TowNSEND.  A  bond  is  a  commodity. 

Senator  Barkley.  No,  no.  ' 

Dr.  Townsend.  Why  not? 

Senator  Barkley.  The  doctor  knows  a  bond  is  not  a  commodity. 

Dr.  Tow^NSEXD.  It  is  a  piece  of  paper  representing  wealth. 

Senator  Barkley.  It  is  a  piece  of  paper  representing  an  obliga- 
tion of  some  kind.  A  commodity,  as  we  understand  the  term  "  com- 
modity "  is  something  you  can  use,  like  corn,  wheat,  hogs,  cattle, 
wagons,  automobiles,  a  suit  of  clothes,  and  so  forth. 

Dr.  TowNSEND.  No,  no.  We  propose  to  include  stock  and  bonds  as 
commodities. 

Senator  Barkley.  If  you  include  stock  and  bonds  and  all  checks 
given  for  stocks  and  bonds,  and  interest,  I  think  in  your  guess  of 
one  trillion  two  hundred  billion  you  will  reduce  the  actual  turnover 
in  the  purchase  of  commodities  to  about  400  billions  instead  of  1,200 
billions  of  dollars. 

Dr.  TowxsEND.  Even  with  the  increase  of  the  ability  of  the  people 
to  buy,  eh  ?    I  think  you  are  mistaken. 

Senator  Couzens.  Do  you  publish  this  Townsend  Weekly? 

Dr.  Townsend.  Yes;  I  do. 

Senator  Couzens.  Do  you  keep  any  accounts  of  the  income  and 
expenditures  of  this  organization? 

Dr.  Townsend.  Absolutely. 

Senator  Couzens.  What  has  been  your  total  income  to  date? 

Dr.  Townsend.  I  could  not  give  it  to  vou  at  the  moment,  but  it  is 
less  than  $50,000. 

Senator  Couzens.  You  mean  that  is  all  you  have  collected? 

Dr.  Townsend.  That  is  all  we  have  collected  from  any  source. 

Senator  Couzens.  How  much  have  you  spent? 

Dr.  Townsend.  About  $45,000,  I  judge. 

Senator  Couzens.  In  getting  all  these  petitions  you  spent  that 
much  ? 
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Dr.  TowNSEND.  That  is  all  voluntary  work.  We  have  not  paid  a 
cent  for  it. 

Senator  Connallt.  In  reference  to  your  agents  who  go  out  to 
organized  clubs,  how  do  they  get  influence  in  the  community  in  which 
they  organize  clubs  ? 

Dr.  TowNSEND.  We  have  had  as  high  as  six  agents  at  one  time  on 
a  salary.  We  pay  a  few  of  them  $50  a  week,  and  their  traveling 
expenses. 

Senator  Connallt.  Why  were  you  hiring  them  on  a  salary  ? 

Dr.  TowNSEND.  Because  it  is  very  apparent  that  we  cannot  get 
them  to  go  out  and  serve  without  pay. 

Senator  Connallt.  How  do  you  pay  them?  Do  you  pay  them 
out  of  the  book  sales  ? 

Dr.  TowNSEND.  Yes;  we  pay  them  out  of  the  book  sales. 

The  Chairman.  Doctor,  I  wanted  to  ask  you  a  series  of  questions 
that  I  have  put  down  in  writing. 

Senator  Hastings.  Mr.  Chairman,  may  I  ask  just  one  question 
before  you  start? 

The  Chairman.  Yes. 

Senator  Hastings.  Doctor,  I  would  like  to  know  if  you  have  given 
any  consideration  to  the  practicability  of  paying  a  lesser  sum  to  two 
people  who  live  together?  For  instance,  would  it  not  be  a  little 
more  practical  if  you  provided  $200  a  month  for  a  single  person  that 
is  aged  and  $300  for  the  married  people  living  together?  Would 
that  interfere  with  your  theory  and  your  plan  ? 

Dr.  TowNSEND.  It  would  interfere  with  the  plan  to  this  extent, 
that  the  more  you  cut  the  pension  the  less  buying  ability  the  people 
will  have. 

Senator  Hastings.  Do  not  you  think  you  might  cut  that  $100  a 
month  to  the  married  people  without  destroying  your  plan? 

Dr.  TowNSEND.  I  do  not.  I  think  it  would  be  suicidal  for  us  to 
do  so. 

Senator  Couzens.  The  way  you  look  at  it,  you  think  it  is  a  better 
plan  because  it  would  encourage  the  sale  of  marriage  licenses,  is  that 
right  ? 

Dr.  TowNSEND.  I  should  hope  so. 

Senator  Barklet.  Not  beyond  60. 

Dr.  Toavnsend.  You  cannot  tell  about  that,  sir. 

Senator  Barklet.  Let  me  ask  him  this  question.  Senator,  before 
you  proceed  with  your  questions. 

The  Chairman.  Yes. 

Senator  Barklet.  According  to  your  plan  we  will  say  that 
10,000,000  of  old  people  take  advantage  of  it,  and  there  are  130,- 
000,000  people  in  this  country ;  that  means  that  this  $24,000,000,000 
a  year  would  have  to  be  paid  by  the  remaining  120  millions.  That 
represents  about  28,000,000  families,  on  the  average,  which  would 
mean  each  family  would  be  taxed  $88  a  month  to  raise  this  enormous 
amount  of  money  to  be  paid  to  these  pensioners.  Do  you  not  know 
that  the  average  income  of  the  families  of  the  United  States  today 
is  less  than  $88  a  month  ? 

Dr.  Townsend.  Yes;  I  know  that. 

Senator  Barklet.  So  that  your  plan  calls  for  a  tax  to  be  collected 
from  the  nonpensioners  greater  than  their  present  income? 
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Dr.  TowNSEND.  We,  of  course,  do  not  propose  to  have  the  present 
national  income  remain  static.  We  think  it  is  utter  folly.  I  want 
you  to  consider  what  we  are  paying  now.  If  you  consider  the 
amount  of  money  that  is  now  paid  out  in  pensions  of  various  sorts 
throughout  the  country,  with  the  terrific  cost  of  maintaining  poor- 
houses,  ])oor  farms,  and  relief  agencies  of  all  descriptions,  you  will 
find,  gentlemen,  that  that  could  all  be  credited  on  our  side  of  the 
ledger  and  it  would  reduce  tremendously  the  cost  of  this  pension 
system  which  we  are  proposing. 

The  Chairman.  You  make  certain  exceptions  in  your  bill  as  to 
pensions,  though.  The  disabled  soldiers,  for  instance,  that  get  pen- 
sions, you  except  them,  don't  you? 

Dr.  TowKSEND.  Yes;  but  they  could  very  readily  be  persuaded,  I 
am  sure,  to  exchange  those  pensions  for  a  $200  pension. 

The  Chairman.  Is  that  so? 

Dr.  TowNSEKD.  Yes. 

Senator  Black.  Doctor,  may  I  ask  you  one  question  in  connection 
with  what  Senator  Barkley  asked  you?  As  I  understand  it,  your 
idea  i.s  to  increase  the  national  income  per  individual. 

Dr.  Town  SEND,  Why,  certainly,  for  all  concerned. 

Senator  Black.  As  I  recall  it,  there  are  10,000,000  people  that 
make  less  than  $-500  a  year;  I  know  there  is  a  very  large  number. 
Do  you  think  it  is  fair  for  them  to  pay  a  sales  tax  in  order  to  pen- 
sion Mr.  Rockefeller  and  Mr,  Ford? 

Dr,  TowNSEND.  It  would  not  be  fair  if  we  did  not  increase  their 
ability  to  pay,  but  that  is  what  we  propose  to  do. 

Senator  Black.  Let  us  assume  they  are  under  65  years  of  age,  or 
under  60  years  of  age. 

Dr.  TowNSEND.  Yes,  certainly. 

Senator  Black.  Let  us  assume  that  you  put  a  sales  tax  on  every 
piece  of  meat  they  buy,  that  they  pay  2  percent  to  the  farmer,  2 
percent  to  the  packer,  2  percent  to  the  wholesaler,  2  percent  to  the 
broker,  and  2  percent  to  the  retailer;  by  that  time  these  $500-a-year 
people  and  those  who  make  less  than  that  have  a  pretty  good  tax  to 
pay,  do  not  they? 

Dr.  TowNSExn.  Cannot  you  see  that  if  we  increase  the  general 
ability  of  the  people  to  buy  we  are  going  to  vastly  increase  the 
amount  of  business  done,  and  the  number  of  jobs  and  we  are  going 
to  increase  the  ability  of  people  to  demand  big  pay? 

Senator  Black.  I  can  understand  your  theory,  I  think,  but  I  do 
not  see  how  this  is  going  to  give  the  peojjle  that  are  already  under- 
})aid  and  getting  too  small  an  amount  of  the  national  income,  any 
increase  in  their  ])art  of  the  income.  It  does  not  aid  them  any  fo 
pay  INIr.  liockefeller  and  Mr.  Ford  a  pension  out  of  their  meager 
earnings. 

Dr.  TowNSEND.  Our  idea  is  to  take  the  burden  of  paying  this  tax 
c)ut  of  tlie  class  of  those  who  are  getting  meager  pay  and  putting  it 
in  the  class  where  it  belongs. 

Senator  Black.  Do  you  propose  to  raise  their  wages  by  law? 

Dr.  TowNSEND.  We  do  not  have  to.  We  will  put  the  workers  in 
a  jiosition.  as  I  said  a  few  minutes  ago,  to  demand  adequate  pay, 
as  they  did  during  the  war  time,  when  the  number  of  workers  in 
the  country  was  vastly  rechiced.  The  boys  carried  a  hod  in  silk 
shirts  costing  $12  apiece. 
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Senator  Black,  Even  then  a  lot  were  drawing  very  meager  wages 
all  over  the  Nation.  Statistics  show  that  even  then  millions  of 
them  were  drawing  far  less  than  a  living  income. 

Dr.  TowNSEND.  Yes;  in  the  slums  of  our  big  cities  where  there 
was  no  opportunity,  of  course. 

Senator  Black.  Sure;  but  we  still  have  the  slums  here. 

Dr.  TowNSEND.  No,  we  will  not;  we  will  abolish  the  slums  im- 
mediately. 

Senator  Black.  Do  you  think  you  will  abolish  the  slums  by  pay- 
ing Mr.  Ford,  Mr.  Rockefeller,  and  the  people  who  do  not  have  to 
pay  taxes,  a  salary? 

Dr.  TowNSEND.  There  are  only  four  Rockefellers  in  the  country. 

Senator  Black.  There  are  many  others  who  draw  a  large  income. 

Dr.  TowNSEND.  There  are  some  old  folks  who  will  draw  $200  a 
month  who  probably  might  not  need  it,  but  I  can  assure  you  there 
will  not  be  many  of  them  compared  with  the  number  of  old  people 
who  will  need  it. 

Senator  Black.  What  about  the  young  people  who  make  over  $500 
a  year? 

Dr.  TowNSEND.  They  will  work  to  create  new  homes,  do  new  things 
for  the  people  w^ho  are  able  to  buy. 

Senator  Black.  If  it  is  your  idea,  Doctor,  to  help  the  poor  people, 
why  do  you  propose  to  put  the  tax  on  the  poor  people  in  the  main? 
Everybody  that  knows  anything  about  the  sales  tax  knows  it  is 
paid  by  the  poor  people  who  have  the  least. 

Dr.  TowNSEND,  Let  me  ask  you.  Why  do  you  permit  the  tax  to 
be  placed  on  the  poor  people,  anyway  ?  The  poor  people  pay  the  tax 
today,  anyway. 

Senator  Black.  The  tax  should  be  placed  on  those  who  have  the 
ability  to  pay  it.  I  am  opposed  to  any  sales  tax  to  pension  Rocke- 
feller, Morgan,  or  anybody  else  in  that  class. 

Dr.  TowNSEND.  You  cannot  conceive  of  a  tax  that  does  not  fall 
on  the  poor  today. 

Senator  Black.  Yes ;  you  can. 

Dr.  TowNSEND.  No;  you  cannot.  The  poor  always  carry  the  bur- 
den. 

Senator  Black.  Your  objective,  you  said,  is  to  raise  the  income  of 
the  underprivileged  and  underpaid? 

Dr.  Tow^NSEND.  Yes,  sir. 

Senator  Black.  And  you  propose  to  do  that  by  putting  a  tax  on 
the  underprivileged  and  underpaid,  because  in  the  main  the  sales 
tax  will  be  paid  by  them,  if  it  applies  to  necessities.  You  propose 
to  put  a  tax  on  the  underprivileged  and  underpaid  to  raise  the  stand- 
ard of  the  underprivileged  and  underpaid. 

Dr.  TowNSEND.  And  we  propose  to  make  the  rich  man  pay  on  the 
things  that  are  not  necessities,  and  pay  liberally. 

Senator  Couzens.  Isn't  it  a  fact.  Doctor,  that  you  really  have  in 
mind  a  creation  for  the  demand  of  labor  to  such  an  extent  that  the 
wages  will  automatically  go  up? 

Dr.  TowNSEND.  Certainly.    They  have  always  done  it  in  the  past. 

Senator  Hastings.  Under  your  theory,  the  man  now  getting  $600, 
for  instance,  will  be  relieved  by  finding  a  better  job,  a  job  that  will 
pay  him  $1,200,  and  therefore  he  can  pay  out  $300  of  it  in  a  tax  if 
necessary  ? 
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Dr.  TowNSEND.  There  isn't  any  question  about  the  tax  being  an 
insignificant  thing,  because  we  will  at  least  be  able  to  double  any 
wages  that  are  now  existing. 

the  Chairman.  The  $24,000,000,000  is  an  insignificant  thing, 
annually  ? 

Dr.  TowNSEND.  Pardon  me? 

The  Chairman.  Do  you  think  that  $24,000,000,000,  the  cost  of 
the  tax,  is  an  insignificant  thing? 

Dr.  ToAVNSEND.  Why,  it  is  not  an  insignificant  thing,  of  course,  but 
we  are  expending  and  using  $24,000,000,000  a  year,  and  that  is  all 
in  the  world  we  want  to  do.  If  10.000.000  old  people  retire  we  shall 
only  need  $2,000,000,000,  that  is  all.  We  shall  very  likely  revolve 
that  amount  of  money  continuously,  collect  it  and  disburse  it. 

Senator  George.  Doctor,  how  many  people  over  60  years  of  age 
are  gainfully  employed? 

Dr.  TowNSEND.  It  is  estimated  about  four  million  or  four  and  a 
half  million  are  gainfully  employed.  These  are  the  figures  of  the 
last  census. 

Senator  George.  Four  and  a  half  million  people  are  gainfully 
employed  ? 

Dr.  TowNSEND.  Yes. 

Senator  Couzens.  Have  you  suggested  anything  about  raising  the 
minimum,  or  raising  the  limit  to  75  years  ?  I  saw  in  the  press  that 
you  had  in  view  the  changing  of  your  proposal  to  75  years  instead 
of  60  years. 

Dr.  TowNSEND.  No.    I  was  misquoted  entirely. 

Senator  Couzens.  You  do  not  propose  to  do  that? 

Dr.  Townsend.  No. 

The  Chairman.  Doctor,  if  it  is  such  a  good  thing  for  those  who 
are  60  years  of  age  and  over,  and  it  is  going  to  bring  such  prosperity 
because  of  that,  why  do  not  you  make  the  age  limit  40  or  50  years? 

Dr.  Townsend.  Because  60  years  old  is  merely  a  starting  point. 
We  do  not  know  definitely  how  soon  we  shall  have  to  reduce  that  to 
40  or  50.  Unquestionably,  if  our  productive  ability  advances  as  it 
has  in  the  past  25  years,  the  time  is  surely  coming  when  we  will 
have  to  retire  people  of  the  age  of  50,  for  we  are  destined  to  have  an 
unemployed  army  on  our  hands,  and  that  is  an  army  of  people  never 
again  needed  in  the  ranks  of  industry.  Now,  I  claim  it  is  nothing 
but  common  sense  for  us  to  segregate  this  army,  remove  the  old  from 
competition  for  the  jobs.  We  will  immediately  create  about  4  million 
of  jobs  by  the  retirement  of  these  old  folks. 

Under  this  $200  a  month  or  $2,400  a  year  is  required.  It  has  been 
actuarilly  proven  that  it  requires  about  $2,500  permanently  invested 
in  business  to  create  and  maintain  a  job  at  good  pay  for  one  indi- 
vidual. That  is  the  reason  for  $200  per  month,  that  is  one  of  the 
main  reasons.  If  this  retired  army,  expending  $200  a  month,  cre- 
ates a  job  for  one  individual,  we  shall  immediately  have  all  of  the 
available  laborers  at  work  in  the  entire  country. 

Senator  Barkley.  Do  you  know  what  is  the  average  income  of 
the  4,000,000  over  60  who  are  now  gainfully  employed? 

Dr.  Townsend.  Pardon  me? 

Senator  Barkley.  What  is  the  average  annual  income  of  the  four 
and  a  half  million  people  who  are  now  gainfully  employed,  who  arc 
above  60  years  of  agel 
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Dr.  TowNSEND.  I  could  not  say  that,  but  you  know  it  is  very  low. 

Senator  Barkley.  Do  you  think  that  by  the  elimination  of  those 
four  and  a  half  million,  and  according  to  your  theory  drawing  into 
their  places  four  and  a  half  million  people  under  60  years  of  age, 
would  offer  a  sufficient  inducement  to  employ  all  the  four  and  a  half 
million  who  would  be  drawn  into  it  at  this  low  pay? 

Dr.  TowNSEND.  It  would  certainly  look  good  to  people  who  can- 
not get  a  job  of  any  kind  today. 

Senator  Barkley.  I  believe  your  theory  is  that  all  of  the  ten  and 
a  half  million  or  eleven  million  and  a  half  people  over  60  years  of 
age  will  not  apply  for  pensions. 

Dr.  TowNSEND.  I  know  they  will  not. 

Senator  Barkley.  You  say,  I  believe,  that  seven  and  a  half  million 
or  eight  million  people  will  ? 

Dr.  TowNSEND.  In  all  probability  that  will  be  the  limit. 

Senator  Barkley.  So  instead  of  it  being  24  billions  you  say  it 
will  be  18  billions  to  20  billions  of  dollars  ? 

Dr.  TowNSEND.  Yes. 

Senator  Barkley.  Now,  you  say  that  this  tax  will  raise  5  billions 
to  begin  with.  How  do  you  propose  to  raise  the  other  13  or  14  bil-» 
lions  that  would  be  necessary  to  pay  this  pension  ? 

Dr.  TowNSEND.  Gentlemen,  the  moment  this  law  is  passed  there 
will  be  a  great  acceleration  of  business.  That  acceleration  of  busi- 
ness, that  immediate  basis  of  taxation,  at  2  percent,  will  roll  into  the 
Treasury  very  much  more  than  5  billions  immediately.  Just  as  soon 
as  we  can  get  these  people  on  the  pay  roll  then  the  volume  of  business 
transactions  in  this  country  will  vastly  increase. 

Senator  Barkley.  Do  you  realize  the  amount  of  income  received 
in  practically  every  State  from  the  sales  tax  has  been  less  than  that 
estimated  by  the  proponents? 

Dr.  TowNSEND.  Well,  you  are  talking  about  present-day  condi- 
tions.    Present-day  conditions  are  not  going  to  exist  continuously. 

Senator  Barkley.  Those  taxes  for  the  most  part  have  been  based 
on  present-day  conditions.  The  sales  taxes,  which  have  been  adopted 
by  nearly  30  States,  came  about  because  of  the  decline  in  revenue 
from  real  estate  and  other  sources,  isn't  that  so  ? 

Dr.  Town  SEND.  Yes. 

Senator  Barkley.  And  those  estimates  have  all  been  based  on  the 
present  conditions.  I  know  in  my  State  they  passed  a  3  percent 
sales  tax  which  applies  to  everything — food,  clothing,  and  everything 
else. 

Dr.  Townsend.  It  is  a  retail-trade  tax,  isn't  it? 

Senator  Barkley.  Yes.  It  means  every  time  you  buy  anything, 
whether  it  is  a  meal,  a  room  at  a  hotel,  a  suit  of  clothes,  an  automo- 
bile, or  a  plow,  you  have  got  to  pay  the  3-percent  tax. 

Dr.  Townsend.  Yes. 

Senator  Barkley.  I  noticed  in  the  press  a  day  or  two  ago  that  the 
amount  of  income  derived  from  that  3-percent  tax  is  anywhere  from 
25  percent  to  50  percent  less  than  that  which  was  estimated  by  the 
legislature  when  it  was  enacted.  So  have  you  made  allowances  for 
the  possibility  that  your  figures,  which  are  based  upon  an  immediate 
resurgence  of  the  velocity  of  transactions  until  you  get  back  to  your 
1  trillion  200  million,  have  you  made  allowances  for  the  fact  that  it 
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may  not  work  out,  and  if  it  does  not  work  out,  the  treasurer  has  got 
to  find  the  difference  somewhere? 

Dr.  TowxsEND.  The  treasurer  lias  got  to  find  all  differences.  Here 
we  are  proposing  to  take  4  billion  800  million  dollars  out  of  the 
Treasury,  or  out  of  the  borrowing  ability  of  the  United  States,  and 
dissipating  it  how  ?  We  propose  to  dissipate  about  2  billion  dollars 
of  that  money,  we  will  say,  in  retiring  10  niilUon  old  folks;  we  pro- 
pose to  put  it  in  a  place  where  it  will  do  some  good  to  the  people,  where 
it  Avill  restore  buying  power  to  the  people,  scatter  it  throughout  the 
United  States,  not  dump  it  in  great  lots  here  and  there,  which  cannot 
benefit  anyone. 

I  ask  you  gentlemen  to  consider  why  prosperity  is  in  the  District 
of  Columbia.  Why  is  it  that  prices  are  high  here  and  business  activ- 
ity strong?  It  is  for  the  simple  reason  that  money  is  available. 
There  are  lots  of  people  on  the  pay  roll.  There  is  no  other  reason  in 
the  world.  Xow,  let  us  make  that  principle  applicable  to  the  whole 
country.  Instead  of  wasting  money  in  great  lots  here  and  there, 
which  cannot  benefit  anybody  except  those  in  the  immediate  vicinity, 
let  us  disseminate  it  over  the  United  States.  We  have  got  to  do 
something  with  the  army  of  unemployed. 

Senator  Connally.  Would  not  the  best  way  to  do  that  be  to  put 
everybody  on  the  pay  roll? 

Dr.  TowNSEND.  That  is  exactly  what  we  are  having  to  do. 

Senator  Barkley.  Your  ultimate  admission,  then,  is  to  put  every- 
body in  the  United  States  on  the  pay  roll  of  the  Government? 

Dr.  TowNSEND.  "Why  not? 

Senator  Barkley.  "VVhy  do  it? 

Dr.  TowNSEND.  Why  do  it? 

Senator  Barkley.  ITes. 

Dr.  TowNSEND.  In  order  that  we  may  live  decently,  in  order  that 
we  may  eliminate  poverty. 

Senator  Barkley.  You  mean  that  everybody  in  the  country  is  to 
be  on  the  pay  roll  of  the  Government? 

Senator  Hastings.  Senator,  I  do  not  think  the  doctor  understood 
you. 

Dr.  TowNSEND.  I  do  not  mean  the  Government  pay  roll,  of  course, 
I  mean  a  pay  roll  of  some  sort. 

Senator  Barkley.  You  illustrated  it  by  making  a  statement  about 
the  District  of  Columbia.  They  are  all  on  the  pay  roll  of  the  Gov- 
ernment here. 

Dr.  TowNSEND.  They  are  not  all  on  the  Government  pay  roll. 
There  are  clerks  and  others  here  in  the  District  of  Columbia  who  are 
not  on  the  Government  pay  roll. 

Senator  Barkley.  The  only  thing  that  makes  Washington  differ- 
ent, if  it  is  different,  from  any  other  city  is  because  of  the  large  num- 
ber of  people  here  who  are  on  the  Government  pay  roll.  You  cannot 
copy  that  situation  in  every  city  in  the  United  States,  however. 

Dr.  TowNSEND.  If  you  do  not  know  that  the  conditions  are  dif- 
ferent here  in  Washington  from  what  they  are  in  other  parts  of  the 
country  I  wish  j'ou  would  travel  with  me  a  while. 

Senator  Barkley.  I  know,  of  course,  that  this  is  not  a  manufac- 
turing city,  it  is  purely  a  residential  city.  Most  people  in  Washing- 
ton depend,  either  directly  or  indirectly,  on  the  Government.  You 
cannot  duplicate  that  situation  in  every  city  in  the  United  States. 
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Dr.  TowNSEND.  I  know  that,  my  dear  Senator,  as  well  as  you  do. 
I  am  asserting  that  because  of  the  dissemination  of  money  here, 
through  the  Government  pay  rolls,  that  business  has  come  to  all  of 
the  stores,  all  the  institutions  in  this  District  of  Columbia,  and  for  no 
other  reason.  If  it  were  not  for  this  great  pay  roll,  we  would  not 
have  any  prosperity  in  the  District  of  Columbia,  any  more  than  in 
St.  Louis  or  any  place  else. 

Senator  Connally.  Doctor,  have  you  contemplated  the  question 
of  printing  new  money  ? 

Dr.  TowNSEND.  I  did  not  get  that. 

Senator  Connally.  Have  you  given  any  consideration  to  the  ques- 
tion of  printing  this  new  money,  to  pay  them  off  with  new  money  ? 

Dr.  TowNSEND.  Yes.  That  would  be  absurd.  There  is  no  sense 
in  that.  We  do  not  need  it.  We  have  all  the  money  we  need.  All 
we  need  to  do  is  to  circulate  it. 

Senator  Black.  Doctor,  may  I  ask  you  this  question  in  connection 
with  these  underprivileged  and  underpaid  people.  I  understand  the 
chief  objective  is  to  circulate  the  money.  I  think  all  of  us  will  agree 
that  if  a  circulating  medium  is  accelerated,  if  it  is  speeded  up,  it 
tends  to  improve  business.  Let  us  take  those  who  have  a  small  in- 
come.    Your  object  is  to  raise  the  income,  isn't  it? 

Dr.  TowNSEND.  Yes. 

Senator  Black.  Why  would  not  it  be  fair  to  them  to  raise  their 
income  directly  instead  of  indirectly?  Why  should  not  we,  if  we  are 
going  to  raise  this  huge  sum  from  a  sales  tax,  or  partly  from  it,  in- 
stead of  distributing  it  to  only  a  limited  few  in  the  old-age  brackets, 
why  should  not  we  give  them  back  enough  of  that  money  to  raise 
their  income  to  a  reasonable  amount,  thereby  insuring  the  fact  that 
they  are  going  to  have  their  income  increased  ? 

Dr.  ToAVNSEND.  Then  you  are  going  to  leave  it  to  some  individual 
or  group  of  individuals  to  say  what  that  shall  be.  We  do  not  propose 
to  do  that  at  all. 

Senator  Black.  You  agree  that  $500  is  not  a  living  income,  don't 
you  ? 

Dr.  TowNSEND.  $500  a  year  ? 

Senator  Black.  Yes. 

Dr.  TowNSEND.  Certainly. 

Senator  Black.  Or  that  $1,000  is  not  a  living  income  ? 

Dr.  TowNSEND,  It  is  not. 

Senator  Black.  And  $1,500  is  not.  Everybody  would  agree  on 
that,  would  not  they? 

Dr.  TowNSEND.  Yes. 

Senator  Black.  If  we  are  going  to  have  a  sales  tax  on  all  the  peo- 
ple, why  not  provide,  then,  that  instead  of  giving  some  money  to  the 
older  people  that  we  shall  supplement  everybody's  income  that  is 
under  $1,500  a  year,  so  that  it  reaches  $1,500  or  more?  Would  not 
that  be  fair  to  them,  and  would  not  that  practically  guarantee  to 
them  this  income  that  you  claim,  and  that  all  of  us  think  they  ought 
to  have,  in  order  to  buy  the  goods  produced  by  industry  ? 

Dr.  TowNSEND.  It  would  be  a  ridiculous  idea  to  attempt  to  do  that. 

Senator  Black.  Why  is  it  any  more  ridiculous  to  give  it  to  them 
than  it  is  to  give  it  to  the  older  people?  Do  not  they  need  it  as 
badly? 
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Dr.  TowNSEND.  These  older  people  have  earned  this  retirement; 
they  have  created  all  the  wealth  that  exists  practically  in  the  country 
today.  They  have  given  all  of  this  to  the  rising  generation  and  they 
should  receive  a  better  consideration  than  the  others. 

Senator  Black.  Let  us  agree  on  that. 

Dr.  TowNSEND.  All  right. 

Senator  Black.  Is  not  it  also  true  that  a  man  who  is  young  now 
and  who  is  producing  all  the  wealth  that  must  be  used  by  the  old 
people  and  the  young  people  is  entitled  to  have  a  decent  wage  ? 

Dr.  TowNSEND.  We  are  going  to  give  it  to  him. 

Senator  Black.  You  are  going  to  give  it  to  him  indirectly,  but 
if  you  are  going  to  give  it  to  him  indirectly — and  some  of  us  do 
not  think  it  would  work  that  way  if  you  put  on  the  sales  tax — have 
you  considered  the  plan  of  guaranteeing  him  the  wage  out  of  the  sum 
that  he  helps  to  create  ? 

Dr.  TowNSEND.  There  is  no  way  in  the  world  you  could  guarantee 
it. 

Senator  Black.  Could  not  you  provide  that  everybody  who  had 
an  income  under  a  certain  amount  should  get  a  pension,  enough  to 
raise  it  to  the  amount  that  you  are  going  to  give  to  the  old  people, 
$200  a  month  ? 

Dr.  TowNSEND.  We  are  going  to  put  it  in  the  hands  of  labor,  who 
demands  it,  and  I  will  venture  they  will  get  it. 

Senator  Black.  They  have  been  saying  that  all  through  the  cen- 
turies, that  labor  would  do  it,  but  it  never  has. 

Dr.  TowNSEND.  Our  plan  has  never  yet  been  tried,  sir. 

Senator  Black.  Why  limit  it  to  people  of  old  age ;  why  guarantee 
it  to  the  men  and  women  who  have  worked  in  the  past?  You  have 
considered  that,  no  doubt.  Have  you  considered  guaranteeing  $200 
a  month  to  the  younger  people,  who  are  contributing  and  who  will 
contribute  to  pay  Mr.  Ford  and  Mr.  Morgan  a  pension,  the  money 
for  which  is  to  come  from  a  sales  tax? 

Dr.  TowNSEND.  Have  you  got  your  plan  for  that  purpose  ? 

Senator  Black.  I  am  asking  you.  You  are  the  one  who  has  the 
plan.     Your  plan  is,  you  say,  to  raise  the  wages  of  these  people. 

Dr.  TowNSEND.  Yes. 

Senator  Biack.  You  propose  to  do  it  by  taking  out  those  who 
have  worked,  you  favor  an  old-age  pension  to  those  who  are  over 
60  years  of  age,  you  propose  to  guarantee  them  $200  a  month,  hoping 
that  indirectly  these  people  with  incomes  under  $1,500  will  be  com- 
pensated for  their  sales  tax  by  an  increased  wage.  Why  would  not 
it  be  fair,  if  you  are  going  to  guarantee  $200  a  month  to  some,  why 
would  not  it  ibe  fair  to  guarantee  $200  a  month  to  all? 

Dr.  TowxsEND.  Because  we  could  not  do  it;  that  is  the  reason 


why. 

Senator  Black 

Dr.  ToWNSEND. 

Senator  Black 


You  could  not  do  it? 
No. 

Why  could  you  not  do  it?  If  you  can  guarantee 
$200  a  month  to  a  man  over  60  years  of  age,  why  could  you  not  guar- 
antee $200  a  month  to  a  man  30  years  of  age  who  is  busily  engaged 
in  working  long  hours  for  small  pay? 

Dr.  TowNSEND.  For  tlie  simple  reason  there  are  too  many  of  them. 
Senator  Black.  There  are  too  many  of  them? 
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Dr.  TowNSEND.  Yes. 

Senator  Black.  You  propose  that  they  get  it  indirectlj^. 
Dr.  TowNSEND.  We  propose  to  shift  the  burden  of  taxation  which 
we  are  now  carrying  to  a  group  of  individuals  where  it  would  do 
the  people  some  good. 
Senator  Black.  Yes. 

Dr.  TowNSEND.  We  are  probably  carrying  a  burden  of  $2,000,- 
000,000  a  month  now  for  maintaining  wholesale  pauperism  in  the 
United  States.  That  is  ridiculous  in  a  land  of  plenty.  We  are  not 
going  to  have  that  condition  prevail. 

Senator  Black.  We  all  agree  to  that.     You  propose  to  guarantee 
$200  a  month  only  to  those  who  are  over  60  years  of  age. 
Dr.  TowNSEND.  All  right. 

Senator  Black.  Why  should  we  not  also  consider  the  millions  of 
people  who  are  working  every  day  and  who  do  not  get  $200  a  month  ? 
Is  it  fair  to  impose  a  sales  tax  on  them  when  you  do  not  guarantee 
that  they  will  get  $200  a  month  ?  . 

Dr.  TowNSEND.  We  can  guarantee  it  by  the  increase  of  business 
which  will  be  available  to  all  the  people. 

Senator  Black.  That  is  a  disputed  point,  as  to  whether  or  not  it 
would  do  it.  It  would  not  be  disputed  if  you  put  it  in  the  bill  that 
out  of  the  huge  sales  tax  all  the  workers  also  would  get  $200  a 
month.    That  would  be  direct  and  positive  legislative  assurance. 

Dr.  TowNSEND.  We  could  not  do  it.  It  is  impossible.  There  is  no 
use  talking  about  it. 

Senator  Black.  Then  you  admit  there  is  a  point  where  you  cannot 
guarantee  they  will  get  $200  a  month,  and  you  propose  to  give  some 
of  them  $200  a  month  for  their  past  work  and  you  are  disinclined 
to  give  $200  a  month  to  those  who  produce  the  wealth  that  raises 
the  $200  for  those  who  do  not  work. 

Dr.  TowNSEND.  You  could  not  do  it,  it  is  very  apparent,  without 
starting  the  printing  presses  and  increasing  the  vast  circulating- 
medium. 

Senator  Black.  If  we  can  produce  a  billion,  three  hundred  million, 
could  we  not  produce  two  billion,  three  hundred  million  dollars  ? 
Dr.  TowNSEND.  We  shall. 

Senator  Black.  Why  not  begin  now,  why  not  give  the  under- 
privileged and  underpaid  workers,  many  of  whom  are  eking  out  a 
bare  existence  with  three  or  four  hundred  dollars  a  year,  why  should 
not  we  tell  them  that  we  are  going  to  take  care  of  them  just  like  we 
are  taking  care  of  those  who  have  worked  in  the  past  ? 

Dr.  TowNSEND.  Now  Senator,  you  are  building  up  something  in 
3^our  imagination  that  there  is  no  reason  for  considering. 

Senator  Black.  That  is  not  an  imagination,  that  there  are  millions 
of  people  that  are  not  making  a  decent  living,  is  it  ? 

Dr.  TowNSEND.  We  do  not  propose  that  condition  to  prevail. 
Senator  Black.  You  do  not  propose  to  guarantee  that  it  shall 
not  prevail. 

Dr.  TowNSEND.  It  is  not  necessary  for  us  to  guarantee  that  it 
shall  not  prevail.    They  guarantee  it  themselves. 

Senator  Black.  They  guarantee  it  by  paying  a  sales  tax  to  sup- 
port somebody  else  at  $200  a  mionth. 
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Dr.  TowNSEND.  Yes,  sir;  that  will  do  it,  by  guaranteeing  a  cir- 
culation of  money. 

Senator  Barkley.  They  will  look  forward  15  or  20  years  hence  to 
getting  that  $200  a  month? 

Senator  Black.  If  they  can  get  the  $200  a  month. 

Dr.  TowNSEND.  Do  not  forget  that  we  will  abolish  the  $500  a  year 
limit. 

Senator  Black.  If  they  are  going  to  do  it  anyway,  why  don't 
you  provide  it  in  your  bill? 

Dr.  TowNSEND.  It  is  not  necessary.  That  should  be  obvious  to  any 
thinking  man. 

Senator  Black.  It  would  be  obvious  if  he  pays  a  sales  tax  on  his 
meat,  his  bread,  his  biscuits,  and  his  clothes,  to  pay  $200  a  month 
to  some  other  people. 

Dr.  TowxsEND.  Why,  if  he  has  a  job  that  is  paying  100  percent 
better  than  his  present-day  job ;  yes. 

Senator  Black.  May  I  ask  you  if  this  gentleman  is  associated  with 
you? 

Dr.  TowNSEND.  He  is. 

Senator  Black.  What  salary  does  he  get  ? 

Dr.  TowNSEND.  He  does  not  get  any  salary.  He  gets  his  expenses  of 
$50  a  week. 

He  just  gets  his  expenses  which  amount  to  $50 


Yes. 

Do  you  call  that  a  salary? 

You  can  call  it  a  salary,  but  he  pays  his  expenses 


Senator  Black. 
a  week? 

Dr.  TowxsEND. 
Senator  Black. 

Dr.  ToWNSEND. 

out  of  it. 

Senator  Connally.  That  is  $200  a  month. 

The  Chairman.  Doctor,  why  was  it  that  you  stated  before  the 
House  Ways  and  Means  Committee  that  this  2  percent  turnover 
tax  would  get  $24,000,000,000  a  year,  and  you  now  intimate  to  the 
committee  that  you  will  probably  only  receive  a  little  over  $5,000,- 
000,000  a  vear?  What  has  caused  you  to  change  your  mind  about 
that? 

Dr.  TowNSEND.  I  did  not  change  my  mind  about  that  at  all.  It 
is  very  obvious,  Mr.  Chairman,  that'^we  cannot  put  8,000,000  or 
7,000.000  old  folks  on  the  ])ension  roll  immediately,  and  as  a  con- 
sequence of  the  slowness  of  getting  them  on  the  pension  roll  the 
full  volume  of  transactions  due  to  their  spending  is  not  going  to  be 
felt  for  maybe  2  or  3  j^ears. 

The  Chairman.  As  I  understand  it,  then,  you  do  think  it  would 
raise  $24,000,000,000  a  year  in  2  or  3  years,  but  in  the  beginning  it 
will  probably  not  be  over  5  billion? 

Dr.  TowNSEND.  We  probably  would  not  be  able  to  get  all  of  the 
people  on  the  pension  roll,  either. 

The  Chairman.  Do  you  know  just  how  much  is  raised  by  Ger- 
many through  the  2-percent  turn-over  tax? 

Dr.  TowNSEND.  I  could  not  give  you  that.  That  is  one  reason 
why  I  would  like  very  much  to  have  Mr.  Doane  with  me. 

The  Chairman.  I  am  going  to  give  it  to  you  from  the  reports. 
It  is  $249,000,000  a  year. 

Dr.  TowNSEND.  $249,000,000? 
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The  Chairman.  $249,000,000  a  year. 

Dr.  TowNSEND.  Do  you  know  how  all  embracing  that  transactions 
tax  is? 

The  Chairman.  I  know  the  reports  show  they  have  a  2-percent 
turn-over  tax,  and  that  is  the  amount  that  was  raised.  In  France 
last  year  they  had  a  turn-over  tax  of  2  percent  and  they  raised 
$301,000,000.    I  am  just  wondering  if  your  figures  are  not  incorrect. 

Dr.  TowNSEND.  Well,  now,  Mr.  Doane,  who  is  an  economist,  will 
be  down  here  the  first  part  of  the  week,  and  he  can  explain  that  to 
you. 

The  Chairman.  Is  he  on  your  board  of  strategy? 

Dr.  TowNSEND.  No ;  he  is  the  man  whom  we  employed  to  give  us 
this  report. 

The  Chairman.  What  do  you  pay  him? 

Dr.  TowNSEND.  We  have  simply  paid  him  a  certain  sum  of  money 
for  this  report. 

The  Chairman.  How  much? 

Dr.  TowNSEND.  $201. 

The  Chairman.  $201? 

Dr.  TowNSEND.  Yes. 

The  Chairman.  Have  you  promised  to  pay  him  more? 

Senator  Connally.  That  is  $200  for  old  age  and  $1  for  the  report. 

The  Chairman.  Have  you  promised  to  pay  him  more  than  the 
$200? 

Dr.  TowNSEND.  I  will  leave  that  to  my  treasurer. 

Mr.  Clements.  We  pay  the  expenses  when  he  comes  down. 

Dr.  TowNSEND.  And  $50  a  day  for  his  services. 

The  Chairman.  Now,  Doctor,  I  want  to  ask  you  a  series  of  ques- 
tions about  your  organization,  because  it  has  been  quite  alive  and 
has  stirred  up  quite  a  lot  of  discussion. 

Dr.  TowNSEND.  Certainly. 

The  Chairman.  And  probably  some  anxiety  on  the  part  of  cer- 
tain people  in  public  office,  a  lot  of  people  who  are  over  60  years 
of  age. 

Dr.  TowNSEND,  We  appreciate  that. 

The  Chairman.  Senator  Couzens  asked  you  about  the  Official 
Townsend  Weekly  that  is  published  in  Washington. 

Dr.  TowNSEND.  It  is  published  in  Los  Angeles,  Calif. 

The  Chairman.  How  long  has  it  been  set  up  ? 

Dr.  Townsend.  I  think  that  is  the  fourth  issue. 

The  Chairman.  It  is  the  fourth  issue? 

Dr.  Townsend.  Yes. 

The  Chairman.  I  notice  in  red  type  "  Full  text  of  Townsend  bill. 
McGroarty  introduces  bill  approved  by  strategy  board." 

Who  was  on  the  strategy  board? 

Dr.  Townsend.  I  could  not  name  them  offhand.  We  have  a  list 
of  them. 

The  Chairman.  What  are  we  to  understand  by  the  strategy  board  ? 

Dr.  Townsend.  It  is  an  advisory  committee  of  eminent  citizens  of 
Los  Angeles  and  vicinity. 

The  Chairman.  You  are  on  that  board  ? 

Dr.  Toavnsend.  I  am  the  president  of  the  board 

The  Chairman.  Not  on  the  strategy  board  ? 

109780 — 35— PT  11 3 


1042 


ECONOMIC    SECURITY   ACT 


Dr.  TowNSEND.  No;  I  am  not  on  the  strategy  board.  I  am  the 
president  of  the  organization  of  Old  Age  Revolving  Pensions,  Inc. 

The  Chaiemax.  What  do  you  mean  by  '"  strategy  board  "? 

Dr.  Town  SEND.  Well,  the  best  methods  of  getting  our  idea  before 
the  public  and  getting  the  approval  of  the  public,  including  the 
Senate. 

The  Chairman.  Propagandizing  the  public? 

Dr.  TowNSEND.  Certainly. 

Senator  Barkijsy.  As  Avell  as  Congress. 

Dr.  Town  SEND.  As  well  as  Congress. 

The  Chairman.  And  one  of  the  first  st^ps  was  the  introduction  of 
this  bill  ? 

Dr.  TowNSEND.  Yes. 

The  Chairman.  This  paper,  what  circulation  did  you  say  it  had, 
the  Townsend  Weekly? 

Dr.  ToAVNSEND.  I  do  not  know  what  it  is  now.  I  think  about 
75,000  copies  of  that  issue  were  sold. 

The  Chairman.  This  is  the  last  issue  of  Monday,  January  28, 
1935,  that  is  the  last,  is  it? 

Dr.  TowNSEND.  There  was  one  subsequent  to  that. 

The  Chairman.  How  many  of  the  last  issue  were  sold  ? 

Dr.  TowNSEND.  I  do  not  know.  They  printed  75,000,  I  think,  of 
the  last  issue. 

The  Chairman.  You  sell  them  for  5  cents  a  copy  ? 

Dr.  TowNSEND.  Yes. 

The  Chairman.  How  do  you  sell  them  ?  Do  you  sell  them  through 
agencies  over  the  country  or  do  you  send  them  through  the  mail? 

Dr.  Townsend.  Usually  through  the  clubs  that  are  formed 
throughout  the  country. 

The  Chairman.  Now,  those  clubs  that  are  formed  throughout  the 
country,  how  many  of  those  clubs  are  there? 

Dr.  Townsend.  Some  3,000  of  them  at  the  present  time. 

The  Chairman.  Some  3,000? 

Dr.  Townsend.  Yes. 

The  Chairman.  How  do  you  get  the  clubs  organized?  Do  you 
send  out  agents  to  interest  the  people,  or  is  by  letters? 

Dr.  Townsend.  By  letters.  Inquiries  come  is  as  to  how  to  organ- 
ize these  clubs  from  the  various  communities  and  we  send  them  out 
in  sections  by  mail. 

The  Chairman.  This  organization  is  incorporated,  is  it  not? 

Dr.  Townsend.  It  is ;  yes,  sir ;  under  the  laws  of  California. 

The  Chairman.  And  it  is  called  the  "  Old  Age  Revolving  Pensions, 
Ltd."? 

Dr.  Townsend.  Yes,  sir. 

The  Chairman.  Organized  under  the  laws  of  California? 

Dr.  Townsend.  Yes. 

The  Chairman.  Will  you  put  into  the  record  the  articles  of  incor- 
poration? 

Dr.  Townsend.  We  can ;  yes. 

The  Chairman.  You  have  no  objection  to  doing  it? 

Dr.  Townsend.  No  objection. 

(The  articles  of  incorporation  of  the  Old  Age  Revolving  Pensions,. 
Ltd.,  are  as  follows:) 
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State  of  California, 

Department  of  State: 

I,  Frank  C.  Jordan,  secretary  of  state  of  the  State  of  California,  do  liereby 
certify  that  I  have  carefully  compared  the  transcript  to  which  this  certificate 
is  attached,  with  the  record  on  file  in  my  office,  of  which  it  purports  to  be  a  copy, 
and  that  the  same  is  a  full,  true,  and  correct  copy  thereof.  I  further  certify 
that  this  authentication  is  in  due  form  and  by  the  proper  officer. 

In  witness  whereof  I  have  hereunto  set  my  hand  and  have  caused  the  great 
seal  of  the  State  of  California  to  be  affixed  hereto  this  24th  day  of  January  1934. 

[seal]  Frank  C.  Jordan,  S'eci'etary  of  State. 

By  Frank  H.  Cory,  Deputy. 

(Endorsement:  No.  57143,  Los  Angeles  County,  Calif.,  articles  of  incorpora- 
tion of  Old  Age  Revolving  Pensions,  Ltd.) 

Aettclbs  of  Incorpoeatton  on  Old  Age  Revolving  Pensions,  I/ri>. 

Know  all  men  by  these  presents : 

I 

The  name  of  this  corporation  is  Old  Age  Revolving  Pension,  Ltd. 

II 

The  purposes  for  which  this  corporation  is  formed  are — 

{a)  To  promote  and  secure  by  means  of  education  and  every  other  means 
the  adoption,  by  the  United  States  Government  and  the  various  States  thereof, 
of  plans  and  laws  providing  for  the  pensioning  of  its  citizens,  and  to  secure 
improvements  in  plans  and  laws,  and  to  obtain  an  effectual  and  efficient  opera- 
tion thereof;  and,  for  such  purposes,  to  acquire  by  purchase,  gift,  or  otherwise, 
real  and  personal  property  of  every  nature  whatsoever,  and  to  enter  into,  make, 
perform,  and  carry  out  contracts  of  every  kind  for  any  lawful  purpose,  without 
limit  as  to  the  amount  with  any  person,  firm,  association,  or  corporation. 

(&)  To  promote,  or  aid,  in  any  manner,  financially  or  otherwise,  any  per- 
son, corporation,  or  association  engaged  in  any  similar  purpose,  or  of  which 
any  shares,  bonds,  notes,  debentures,  or  other  securities,  or  evidences  of  in- 
debtedness, are  held  directly,  or  indirectly,  by  this  corporation. 

(c)  To  borrow  money,  issue  bonds,  notes,  debentures,  or  other  obligations  of 
this  corporation  from  time  to  time  for  any  of  the  objects  or  purposes  of  this 
corporation,  and  to  secure  the  same  by  mortgage,  pledge,  deed  of  trust,  or  other- 
wise, or  to  issue  the  same  unsecured. 

id)  To  caiTy  on  any  business  whatsoever  which  this  corporation  may  deem 
proper  or  convenient  for  any  of  the  foregoing  purposes,  or  otherwise,  or  which 
may  be  calculated,  directly  or  indirectly,  to  promote  the  interests  of  this  cor- 
poration. 

(e)  To  have  and  to  exercise  all  the  powers  conferred  by  the  laws  of  the 
State  of  California  upon  corporations  formed  under  the  laws  pursuant  to  and 
under  which  this  corporation  is  formed,  as  such  laws  are  now  in  effect  or  may 
at  any  time  hereafter  be  amended. 

The  foregoing  statement  of  purposes  shall  be  construed  as  a  statement  of  both 
purposes  and  powers,  and  the  purposes  and  powers  stated  in  each  clause  shall, 
except  where  otherwise  expressed,  be  in  no  wise  limited  or  restricted  by  refer- 
ence to  or  inference  from  the  terms  or  provisions  of  any  other  clause,  and  shall 
be  regarded  as  independent  purposes. 

Ill 

This  corporation  is  formed  under  the  general  nonprofit  corporation  law  of  the 
State  of  California  and  is  formed  pursuant  to  the  provisions  of  article  1,  title 
12,  part  4  of  division  1  of  the  Civil  Code  of  the  State  of  California,  and  for 
purposes  other  than  pecuniary  profit ;  and  said  corporation  does  not  contem- 
plate gain  or  profit  to  the  members  thereof. 

IV 

The  county  in  the  State  of  California  where  the  principal  office  for  the  trans- 
action of  business  for  this  corporation  is  to  be  located  is  Los  Angeles  County. 
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The  board  of  directors  of  this  corporation  shall  be  three,  and  the  names  and 
addresses  of  the  persons  who  are  appointed  to  act  as  the  first  directors  of  this 
corporation  are  F.  E.  Townsend,  Long  Beach,  Calif.;  Walter  L.  Townsend, 
Hollywood,  Calif.,  and  Robert  E.  Clements,  Long  Beach,  Calif. 

VI 

The  number  of  directors  of  this  corporation  may  be  changed  from  time  to 
time  by  bvlaws  of  this  corporation  adopted  or  amended  from  time  to  time,  and 
authority 'to  change  the  number  of  directors  by  bylaws  of  this  corporation  is 
hereby  expressly  authorized. 

VII 

The  membership  of  said  corporation  shall  consist  of  the  incorporators  and 
those  who  shall  hereafter  be  admitted  to  membership,  pursuant  to  the  bylaws 
of  this  coloration.  , .  „. 

In  witness  whereof,  for  the  purpose  of  forming  this  corporation  as  a  nonprofit 
corporation,  under  the  laws  of  the  State  of  California,  we,  the  undersigned, 
constituting  the  incorporators  of  this  corporation,  and  the  persons  named  here- 
inabove as  the  first  directors  of  this  corporation,  have  executed  these  articles 
of  iucoi-poration  this  15th  day  of  January  1934. 

*^  F.  E.  Townse:nd, 

Walter  L.  Townsend, 
Robert  E.  Clements. 

State  of  California, 

Count!/  of  Los  Angeles,  ss.: 

On  this  15th  dav  of  January  1934  before  me,  Sara  Wingenfield,  a  notary 
public  in  and  for  the  county  of  Los  Angeles,  State  of  Calitornia,  duly  com- 
mis.sioned  and  sworn,  personally  appeared  F.  E.  Townsend,  Walter  L.  Town- 
send  and  Robert  E.  Clements,  kno^oi  to  me  to  be  the  persons  whose  names 
are  'subscribed  to  the  foregoing  articles  of  incorporation,  and  acknowledged 
to  me  that  they  executed  the  same. 

Witness  my  hand  and  official  seal. 

Sara  Wingetnfield, 

r^„.T  1  Notary  Public  in  and  for  the  County  of 

•^  -■  Los  Anglese,  State  of  California. 

Endorsed:  No.  157104,  57143. 

Endorsed :  Filed  in  the  office  of  the  secretary  of  state  of  the  State  of  Cali- 
fornia, January  24,  1934.  ^^^^  ^    ^^^^^^^  ^^^^^,^^^^.^  ^^  ^^^^^^^ 

By  Chas.  J.  Hagerty,  Deputy. 

Filed  February  6,  1934.  ^  ^       ^      ^,    ,, 

X  licu  X  c  J     ,  L.    E.    Lampton,    County    Clerk. 

By  F.  E.  Morgan,  Dcyuty. 

No.  57143  (Corp.) 

State  of  Californlv, 

County  of  Los  Angeles,  ss:  „     ,  .  i. 

I    L    E    Lampton,  county  clerk  and  ex-officio   clerk  of   the  superior  court 

within' and  for  the  county  and  State  aforesaid,  do  hereby  certify  the  foregoing 

to  be  a  full,  true,  and  correct  copy  of  the  articles  of  incorporation  of  Old  Age 

Revolving  Pensions,  Ltd.    (as  certified  by  secretary  of  state  of  the  State  of 

California)  as  the  same  appears  of  record,  and  that  I  have  carefully  compared 

the  same  with  the  certified  copy.  .     ^     a  ^i,^  o^oi   ^f 

In  witness  whereof  I  have  hereunto  set  my  hand  and  affixed  the  seal  of 

the  superior  court  this  31st  day  of  January  1935  ^       ,.,    m^,.j, 

*  L.    E.    Lampton,    County   Clerk. 

By  G.  F.  Cooper,  Deputy. 

[seal.] 

Senator  Barkijjy.  Why  do  you  call  it  "  Limited  "? 

Dr.  Townsend.  I  do  not  know. 

Mr.  Clements.  Shall  I  answer  that? 

Dr.  Townsend.  Yes. 
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Mr.  Clements.  Being  an  eleemosynary  corporation,  the  liabilities 
are  limited  to  the  assets  of  the  corporation. 

Senator  Barkley.  What  are  the  assets? 

Mr.  Clements.  The  assets  of  the  corporation  vary  from  time  to 
time,  of  course. 

Seantor  Barkley.  Has  it  any  capital  stock? 

Mr.  Clements.  No  capital  stock.  It  is  not  necessary  to  have  cap- 
ital stock  for  an  eleemosynary  corporation  in  California. 

The  Chairman.  So  there  was  no  money  put  into  it  by  the  in- 
corporators, then? 

Dr.  TowNSEND.  Very  little. 

The  Chairman.  How  much? 

Dr.  TowNSEND.  Perhaps  a  hundred  dollars  or  so. 

The  Chairman.  Who  put  that  hundred  dollars  in? 

Dr.  TowNSEND.  I  did. 

The  Chairman,  Now,  your  main  office  is  at  Los  Angeles? 

Dr  .TowNSEND.  Yes. 

The  Chairman.  How  many  branch  offices  have  you? 

Dr.  TowNSEND.  We  have  no  branch  office  to  this  corporation. 

The  Chairman.  None  at  all  ? 

Dr.  TowNSEND.  No. 

The  Chairman.  You  have  agencies  established  all  over  the 
country  ? 

Dr.  TowNSEND.  No. 

The  Chairman.  None  at  all? 

Dr.  TowNSEND.  We  have  no  agencies.  These  "  clubs,"  so  called,  are 
independent  organizations. 

The  Chairman.  Yes.     What  are  the  membership  fees  or  dues? 

Dr.  TowNSEND.  There  are  no  regular  dues.  We  get  the  people 
together  and  request  them  to  put  in  25  cents,  for  which  we  give  them 
one  of  our  propaganda  booklets,  which  retails  for  25  cents. 

The  Chairman.  Are  any  dues  paid  after  that? 

Dr.  TowNSEND.  None  whatever. 

The  Chairman.  That  is  all  it  costs  to  join  this  organization? 

Dr.  TowNSEND.  That  is  all. 

The  Chairman.  Then  they  are  supposed  to  help  in  the  propa- 
gandizing of  the  country? 

Dr.  TowNSEND.  Yes. 

Senator  Barkley.  Who  is  eligible? 

Dr.  Townsend.  Pardon  me? 

Senator  Barkley.  Who  is  eligible  for  membership? 

Dr.  Townsend.  Anybody  who  can  vote. 

Senator  Barkley.  So  it  is  not  limited  to  those  over  60  years  of 
age? 

Dr.  Townsend.  Oh,  bless  you,  no.  Forty,  fifty,  or  sixty  percent 
of  our  signers  are  below  60. 

Senator  Barkley.  You  have  about  3,000  organizations? 

Dr.  Townsend.  Approximate!}^  that,  I  think. 

Senator  Barkley.  Wliat  is  the  average  membership  ? 

Dr.  Townsend.  I  could  not  tell  you  that.  They  run  as  high  as 
1,200  in  certain  organizations,  or  I  guess  as  high  as  2,600  in  certain 
organizations.     One  hundred  is  the  minimum. 

Senator  Barkley.  And  you  claim  how  many  total  members? 

Dr.  Townsend.  The  total  number  of  members  in  the  clubs? 


1046 


ECONOMIC    SECURITY    ACT 


The  Chairman.  How  many  paid-up  subscribers? 

Dr.  TowNSEND.  Well,  I  suppose  you  could  probably  average  them 
at  150  to  the  club. 

Senator  Gerry.  How  much  does  your  book  cost  to  get  out,  that  you 
sell  for  25  cents  ? 

Dr.  TowNSEND.  Around  2  cents. 

The  Chairman.  How  many  paid-up  subscribers  are  there  in  the 
organization  ? 

Dr.  TowNSEND.  Well,  figuring  3,000  times  150,  that  would  just 
about  give  it. 

The  Chairman.  That  is  about  1,500,000,  is  it? 

Dr.  TowNSEND.  Oh,  no;  it  is  450,000. 

The  Chairman.  Paid-up  subscribers? 

Dr.  TowNSEND.  Yes. 

The  Chairman.  And  they  pay  25  cents  each,  is  that  right? 

Dr.  TowNSEND.  Yes. 

The  Chairman.  Now,  what  has  become  of  that  money  ? 

Dr.  TowNSEND.  We  started  this  club  organization  work  at  121/^ 
cents  and  probably  about  half  of  them  went  on  the  12%-cent  basis. 
Then  it  was  agreed  that  we  raise  it  to  25  cents. 

Senator  Barkley.  Was  that  12%  cents  paid  in  money  ? 

Dr.  TowNSEND.  Here  is  a  report,  gentlemen,  of  all  the  moneys  that 
we  received,  according  to  a  certified  accountant,  and  all  of  the  dis- 
bursements. 

The  Chairman.  That  is  brought  up  to  date  ? 

Dr.  TowNSEND.  This  one  was  issued  on  January  30,  1934. 

The  Chairman.  All  right,  put  it  in  the  record. 

Dr.  TowNSEND.  That  is  January  30,  1934,  to  October  31,  1934,  in- 
clusive. 

Senator  Connally.  It  does  not  show  last  November? 

The  Chairman.  This  shows  the  total  receipts  to  be  $37,893.58, 
total  disbursements  of  $28,058.59,  and  a  balance  of  $9,834.99. 

Dr.  TowNSEND.  We  have  since  then  made  another  audit.  The 
other  audit  will  be  out  now  in  a  few  days.  It  is  in  the  process  of 
being  made  now,  so  that  will  include  what  we  have  done  since. 

(The  statement  referred  to  by  Dr.  Townsend  is  as  follows:) 

Receipts  and  disbursements  Old  Age  Revolving  Pensions,  Ltd.,  clubs  mid 
extensimi  accounts  Jan.  30,  lOSJf,  to  Oct.  81,  1934 

Balance  on  hand  Jan.  30,  1934 $7.  89 

Receipts : 

Old-age  revolving  pensions : 

Petitions,  books,  literature,  etc $9,  591.  64 

Donations,  memberships,  collections,  etc 2,  025.  30 

Accounts,  receivable 7,  442.  36 

Contributions   (extension  account) 1,119.00 

Subscriptions,  refunds,  etc 1,  347. 12 

21,  525.  42 

Clubs : 

Dues,  books,  literature,  etc 7,701.30 

Refunds,  etc 455.  33 

8,156.63 

Extension : 

Donations,  club 1,  327.  40 

Mass    meetings,    radio   contributions,    collections, 
etc 6,  876.  24 

8,203.64 

Total  receipts 37,  893.  58 
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Disbursements : 

Old-age  revolving  pensions : 

Salaries $2,  252.  58 

Rent  and  rentals 663. 18 

Postage  and  express 1,  714.  91 

Utilities 159.  15 

Printing 5,  466.  71 

Buttons 112.  61 

Organizers  and  oi-ganization  expense 7,  38S.  77 

Legal 84.  70 

Advertising 205.  15 

Janitor 54.  75 

Office  supplies 649.  06 

Taxes 167.  71 

Miscellaneous 357.  60 

Telephone  and  telegrams 140.  94 

Commissions 706. 13 

Refunds 117.  34 

Accounts    payable 741.  21 

$20,  982.  50 

•Clubs : 

Organizers  and  orgartization  expense 1,  345.  86 

Modern  crusader 997.  OO 

Salaries 219.  98 

Printing 392.  07 

Furniture  and  fixtures 125.  00 

Postage 32.  64 

Rentals 17.  04 

Refunds 19.  38 

Miscellaneous 19.  30 

3, 167.  77 

Extension : 

Organizers  and  organization  expense 2,  369.  61 

Public  meetings 851.  68 

Printing 177.  05 

Radio 508.  75 

Miscellaneous 1.  23 

3,908.32 

Total  disbursements 28,  058.  59 

Balance  (accounted  for  as  follows) 9,834.99 

Citizens'  State  Bank,  Long  Beach 9,  767.  30 

Stamps  and  petty  cash 67.  69 

9,  834.  99 

I  hereby  certify  that  the  above  statement  of  receipts  and  disbursements  of  the 
Old  Age  Revolving  Pensions,  Ltd.,  Townsend  Clubs,  and  extension  accounts  for 
the  period  January  30,  1934,  to  October  31,  1934,  is  true  and  correct  to  the  best  of 
my  knovpledge  and  belief. 

Ray  S.  MoAlxister, 
Certified  Public  Accountant. 

Senator  Barkley.  Do  you  have  organizers  out  throughout  the 
country  ? 

Dr.  Townsend.  We  have  two  or  three  out  now.  We  haven't  been 
able  to  employ  many  of  them. 

Senator  Barkley.  When  you  want  to  organize  a  club,  or  clubs,  in 
any  community,  who  takes  charge  of  that? 

Dr.  Townsend.  The  people  themselves  take  charge.  They  elect 
their  own  representative,  their  own  secretary,  and  their  own  presi- 
dent. 

Senator  Barkley.  Does  anybody  in  this  locality  get  any  part  of 
the  25  cents  for  looking  after  the  organization? 
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Dr.  TowNSEND.  Not  unless  they  establish  some  organization  them- 
selves for  raising  the  money  in  their  own  territory. 

Senator  Barkley.  They  do  not  get  any  part  of  your  quarter? 

Dr.  TowNSEND.  No. 

Senator  Connally.  Who  is  Will  D.  Scott? 

Dr.  TowNSEND.  He  is  one  of  our  organizers. 

Senator  Connally.  What  salary  does  he  draw? 

Dr.  TowNSEND.  He  is  getting  $25  a  week  and  his  expenses. 

Senator  Connally.  Now,  he  is  down  in  my  State — down  in  Texas 
now — and  I  have  some  newspaper  reports  from  down  there. 

Senator  Barkley.  He  must  be  a  member  of  the  strategy  board. 

Senator  Capper.  Does  the  report  show  how  the  money  is  spent? 

The  Chairman.  Yes;  it  is  itemized. 

Senator  Connally.  It  says: 

Jasper,  Ala.,  will  be  visited  by  Scott  next  week  to  push  or^ranization  in 
order  to  get  Senator  John  H.  Bankhead  in  line.    Jasper  is  Bankhead's  home. 

Was  he  sent  there  at  your  direction  to  do  so  ? 
Dr.  TowNSEND.  I  haven't  had  the  direction  of  these  men  at  all. 
Senator  Connally.  You   are  the  president  of  the  organization, 
aren't  you  ?     This  is  the  board  of  strategy. 
Dr.  TowNSEND.  I  delegate  all  of  this  sort  of  work  to  others. 
Senator  Connally.  It  also  says : 

Organization  of  Townsend  clubs  is  being  pushed  in  the  Dallas  area  and  in 
the  Abilene  section  in  order  to  show  Congressmen  Hatton  W.  Sumners  of  Dallas, 
and  Tom  L.  Blanton  of  Abilene,  that  their  constituents  demand  the  legislation, 
Mr.  Scott  said.  He  was  at  the  Adolphus  Hotel  Saturday  contacting  local 
leaders. 

Scott  was  little  concerned  over  what  he  admitted  the  opposition  of  President 
Roosevelt  to  the  Townsend  plan.  He  said  that  the  President  "  is  going  to  do 
what  the  i)eople  want  him  to  do."  Petitions  for  the  plan  now  have  20,000,000 
signatures,  he  declared,  and  the  number  will  be  35,000,000  to  40,000,000  by  June. 

"  We  have  enough  Congressmen  signed  up  to  bring  the  bill  up  for  vote  ",  Scott 
said.  "  It's  going  to  be  bad  for  some  Congressmen  and  Senators  if  the  bill 
doesn't  pass.  All  we  want  is  a  fair  and  square  hearing  and  no  gag  rule  imposed. 
There  has  been  mufh  misinterpretation  of  the  plan  in  newspapers,  but  that 
is  going  to  make  no  difference." 

DalUis  has  78  Tnwnsend  clubs,  averaging  100  members  each,  and  20  in  course 
of  organization,  Scott  stated.  Surrounding  towns  have  two  to  three  clubs. 
Houston  ha^  32  clubs,  and  31  more  are  being  formed,  he  said. 

"  All  of  our  efforts  in  behalf  of  the  Townsend  plan  are  being  carried  on  in 
orderly  fashion  ",  Scott  said.  "  It  is  simply  a  question  of  getting  Members  of 
Congress  to  follow  the  wishes  of  their  constituents. 

"  An  organized  minority  can  whip  an  unorganized  majority,  and  we  are 
organized." 

That  is  from  one  of  your  organizers.  Do  a'ou  approve  those  senti- 
ments ? 

Dr.  Townsend.  He  has  probably  exaggerated  the  number  of  Con- 
gressmen that  they  have  signed  up.  I  do  not  know  whether  any  of 
them  have  been  signed  up. 

Senator  Connally.  He  says,  "  We  have  enough  Congressmen 
signed  up."     How  do  you  sign  up  a  Congressman? 

Dr.  Townsend.  I  wish  you  would  tell  me. 

Senator  Connaixy.  Does  he  go  beftu-e  a  notary  public  and  sign  a 
pledge  ? 

Dr.  Townsend.  I  say  I  wish  you  would  tell  me. 

Senator  Connally.  Your  man  here  says  you  have  already  enough 
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Dr.  TowNSEND.  Well,  the  man  is  mistaken. 

Senator  Barkley.  That  would  not  be  a  financial  transaction  that 
would  bear  the  2-percent  tax,  would  it? 

Dr.  TowNSEND.  I  do  not  think  so. 

The  Chairman.  Are  there  any  other  contributions  to  these  clubs 
that  you  or<;^anize  over  the  country  ? 

Dr.  TowNSEND.  Contributions  from  the  clubs? 

The  Chairman.  To  the  clubs.  I  am  just  trying  to  get  whether 
there  is  any  other  source  of  revenue  to  your  organization. 

Dr.  TowNSEND.  Yes;  there  has  been  a  suggestion  which  has  raised 
some  money  for  maintaining  our  expenses  here  in  Washington.  We 
have  made  an  appeal  to  the  clubs  to  raise  a  certain  amount  of  money. 

The  Chairman.  How  much  has  been  raised  from  that  source? 

Dr.  TowNSEND.  About  $11,000. 

The  Chairman.  Is  that  included  in  this  report  ? 

Dr.  TowNSEND.  No,  sir. 

The  Chairman.  Why  not? 

Mr.  Clements.  Pardon  me,  Mr.  Chairman,  I  would  like  to  answer 
that.     The  doctor  is  not  at  all  familiar  with  that  part  of  it. 

Senator  Couzens.  Give  your  name  to  the  reporter. 

Mr.  Clements.  Robert  E.  Clements. 

The  Chairman.  Are  you  on  the  board  of  strategy,  Mr.  Clements? 

Mr.  Clements.  No,  sir;  I  am  secretary  and  treasurer  of  the  cor- 
poration. 

The  Chairman.  Do  not  forget  to  put  into  the  record  the  comi^osi- 
tion  of  that  board  of  strategy.  (List  of  names  to  be  submitted  later 
in  record.) 

Dr.  Townsend.  All  right. 

Senator  Black.  Mr.  Chairman,  has  he  been  sworn? 

The  Chairman.  None  of  the  witnesses  have  been  sworn. 

Senator  Walsh.  Let  him  make  a  statement  about  the  money. 

The  Chairman.  Go  ahead. 

Mr.  Clements.  You  want  to  know  what  funds  have  been  raised 
by  the  clubs  outside  of  their  initial  purchase  of  a  booklet? 

The  Chairman.  From  any  source,  I  do  not  care  which.  It  would 
seem  to  me  that  this  proposition  has  gotten  a  lot  of  money  somewhere. 
We  just  want  to  know  the  sources  from  which  you  receive  the  money, 
and  how  much. 

Mr.  Clements.  If  you  will  pardon  me.  Senator,  you  say  "  a  lot 
of  money."  I  do  not  understand  just  how  much  you  mean  by  "  a 
lot  of  money."  We  have  taken  in  approximately  $50,000,  and  we 
have  spent  approximately  $40,000.  There  is  an  audit  in  process  now 
by  a  certified  public  accountant  who  is  in  no  wise  connected  with  the 
organization.  It  will  give  a  certified  public  accountant's  audit  up  to 
January  1,  1935.  The  statement  that  you  have  gives  the  last  audit, 
which  brought  our  audit  up  to  November  1,  1934.  It  was  rushed  in 
here  and  was  just  received  this  morning,  since  the  session  com- 
menced. 

Senator  Barkley.  Do  not  your  books  show  you  much  you  received 
up  to  the  first  of  February,  we  will  say  ? 

Mr.  Clements.  Admittedly,  and  if  the  committee  so  wishes  it,  we 
will  have  that  prepared  for  you.  We  will  be  very  glad  to  have  that 
figure  brought  right  up  to  date  on  a  trial  balance. 
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Senator  Barkley.  Your  propaganda  and  your  activities  have  evi- 
dently intensified  since  the  first  of  November.  An  audit  up  to  the 
first  of  November  does  not  show  a  very  true  picture. 

Mr.  Ci^MENTS.  As  I  just  stated,  we  will  have  an  audit  here  very 
shortly  up  to  the  first  of  January,  if  that  is  sufficient,  but  if  not, 
we  will  be  only  too  happy  to  wire  and  have  it  brought  right  up  to 
date. 

Senator  Connallt.  You  are  the  treasurer,  you  know  how  much 
money  has  been  taken  in,  roughly,  in  all.  Can  you  tell  us,  approxi- 
mately, what  it  is  ? 

Mr.  Clements.  Approximately.  I  have  been  away  from  Los 
Angeles,  from  the  Los  Angeles  offi.ce,  for  sometime. 

Senator  Connallt.  Do  you  know  or  not? 

Mr..  Clement.  I  do  not  know  exactly. 

Senator  Connallt.  About  how  much  would  you  say? 

Mr.  Clements.  I  stated  approximately  $50,000  has  been  received 
and  approximately  $40,000  has  been  spent. 

The  Chairman.  If  there  are  some  other  sources  of  contribution, 
we  would  like  to  have  you  tell  us  about  them,  other  than  the  fees  and 
dues  that  have  come  in. 

Mr.  Clements.  That  is  what  I  asked  you,  if  you  wanted  to  know 
what  had  come  from  the  clubs  besides  the  original  purchase  of  the 
booklet. 

The  Chairman.  You  say  you  cannot  give  us  any  information 
about  that  ? 

Mr.  Clements.  Yes,  sir. 

The  Chairman.  Give  it  to  us,  then. 

Mr.  Clements.  I  understood  that  was  not  what  you  wanted. 

The  Chairman.  Yes. 

Mr.  Clements.  The  amount  that  they  collected  so  far  by  dona- 
tions from  various  clubs  to  maintain  an  office  in  Washington,  and 
for  expenses,  no  salaries,  outside  of  the  stenographic  help  and  neces- 
sary professional  help  like  Mr.  Doane,  that  has  been  something  over 
$11,000,  I  should  say,  approximately  $11,000.    That  is  up  to  date. 

The  Chairman.  That  is  coming  in  all  the  time? 

Mr.  Clements.  The  thought  was  we  would  need  to  maintain  the 
office  here  for  possibly  the  full  length  of  the  congressional  session, 
approximately  $21,000.     That  was  the  estimate. 

The  Chairman.  So,  as  I  understand  it,  these  gentlemen,  when 
they  join  as  members  of  this  organization,  they  pay  25  cents  down — 
they  formerly  paid  121/0  cents — and  in  addition  to  that  they  are 
called  on  for  contributions  by  the  club  to  help  run  the  office  here; 
is  that  right? 

Mr.  Clements.  Not  exactly.  Senator.  There  has  never  been  any 
set  contribution  asked  for  from  anyone  joining  the  Townsend  Club. 
They  are  requested  to  evidence  their  interest  in  the  movement  by 
the  purchase  of  a  book.  If  they  do  not  care  to  purchase  the  book, 
they  can  become  members  just  the  same. 

Senator  Couzens.  What  does  the  book  cost? 

Mr.  Clements.  Twenty-five  cents,  the  retail  sales  price  of  it.  The 
book  itself  costs  1.6  cents. 

Senator  Couzens.  Have  you  any  direct  contributions  from  citi- 
zens mailed  in  here  on  behalf  of  the  fund  outside  of  the  clubs  ? 
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Mr.  Clements.  There  have  been,  I  should  say,  four  or  five,  ranging 
from  $1  to  $10,  and  those  contributions  are  immediately  sent  back 
to  Los  Angeles  to  be  receipted  for  in  Los  Angeles,  and  are  put  in 
the  fund  which  is  for  this  specific  purpose,  and  no  other  purpose. 

Senator  Couzens.  I  observe  in  the  financial  statement  that  you 
have  filed  here,  among  your  assets  is  "Accounts  receivable,  $7,442.36." 
What  do  you  mean  by  "Accounts  receivable  "  ? 

Mr.  Clements.  That  is  consignments  of  literature,  booklets,  that 
have  been  sent  out  to  various  people  on  consignment,  trusting  that 
they  would  sell  them  and  return  the  money. 

The  Chairman.  Do  you  have  any  financial  arrangements  with  any 
retail  merchants  in  connection  with  the  advertising  campaign? 

Mr.  Clements.  The  advertising  campaign?  Just  what  do  you 
mean.  Senator? 

The  Chairman.  Do  you  have  any  arrangements  with  anyone  who 
is  advertising  either  in  this  paper  or  otherwise,  that  will  get  you 
some  contributions  ? 

Mr.  Clements.  No.  There  is,  however,  an  association  of  mer- 
chants and  manufacturers  on  the  Pacific  coast  which  have  stated  their 
willingness  to  repurchase  on  some  kind  of  a  basis,  I  do  not  know  the 
exact  figure,  it  varies,  the  labels  and  containers  of  their  product 
as  an  advertising  feature.  That,  I  believe,  you  will  notice  in  the 
Townsend  Weekly  under  what  is  Iniown  as  the  "  Cooperative  divi- 
sion." The  members  of  clubs,  or  other  people,  save  the  labels  off  of 
a  soap  package,  or  the  cap  of  a  bottle,  or  some  container,  as  evidence 
of  purchase,  and  those  manufacturers  are  pleased  to  rebate  to  the 
cooperative  department  a  certain  percent  of  the  wholesale  price  of 
that  product. 

The  Chairman.  In  other  words,  the  membership  of  your  organi- 
zation are  encouraged  to  buy  from  certain  merchants  ? 

Mr.  Clements.  Not  at  all,  sir. 

The  Chairman.  If  they  do  buy  from  a  certain  merchant,  and  they 
send  in  the  label  as  some  evidence  that  they  have  bought  this  particu- 
lar product,  then  they  get  a  kind  of  a  rebate,  or  the  organization  gets 
something  from  this  particular  merchant,  is  that  it? 

Mr.  Clements.  Not  at  all.  Senator,  if  you  will  pardon  me. 

The  Chairman.  I  do  not  understand  it,  then. 

Mr.  Clements.  They  are  not  merchants  at  all,  they  are  manufac- 
turers that  manufacture  a  specialized  product.  For  instance,  I  think 
the  Los  Angeles  Soap  Co.  redeem  wrappers  on  their  soap,  the  same 
as  they  are  offering  in  all  magazines  all  over  the  United  States. 
You  save  the  container  and  send  it  in  and  you  get  a  prize,  or  a  new 
package,  or  something  of  that  character. 

The  Chairman.  So  then  you  have  a  separate  organization  that 
does  encourage  your  membership  to  buy  certain  articles  of  people 
with  whom  you  have  an  arrangement  such  as  that? 

Mr.  Clements.  It  is  a  separate  division  of  the  same  organization. 

The  Chairman.  And  how  much  money  have  3^ou  obtained  from 
that  source? 

Mr.  Clements.  The  labels  have  only  recently  been  compiled  and 
returned  to  their  various  sources,  and  the  amount  has  not  yet  been 
estimated. 
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The  Chairman.  Have  you  any  other  scheme  of  operation  that 
might  obtain  some  money  for  this  organization  to  carry  on  this 
propaganda? 

Mr.  Clements.  No  schemes;  no. 

Tlie  Chairman.  Well,  any  other  plans?  I  apologize  to  you  for 
saying  "  schemes." 

Mr.  Clements.  I  do  not  know  that  we  have  any  plans  on  foot 
other  than  the  sale  of  our  literature  to  finance  this  plan. 

The  Chairman.  And  this  label  arrangement? 

Mr.  Clements.  And  this  label  arrangement;  yes;  pardon  me. 

The  Chairman.  Are  there  any  others?  And  then  there  is  this 
paper  that  is  published,  the  Townsend  Weekly? 

Mr.  Clement.  That  Townsend  Weekly,  that  is  owned  not  by  the 
Old  Age  Revolving  Pensions.  The  Old  Age  Revolving  Pensions  is 
a  nonprofit  California  corporation. 

The  Chairman.  Whom  is  it  owned  by? 

Mr.  Clements.  That  is  owned  by  Dr.  Townsend  and  R.  E.  Cle- 
ments. 

The  Chairman.  This  statement,  then,  does  not  include  any  finan- 
cial report  of  the  Townsend  Weekly,  does  it? 

Mr.  Clement.  That  statement  was  made  prior  to  the  inception  of 
the  Townsend  Weekly. 

The  Chairman.  How  many  of  these  Townsend  Weeklies  are  sold? 

Mr.  Clements.  The  first  issue  was  37,500;  the  second  issue  was 
50,000;  the  third  issue,  the  one  that  you  have  there,  was  75,000. 

Senator  Barkley.  What  is  the  price  ? 

Senator  Walsh.  Five  cents. 

Mr.  Clements.  Very  few  of  them,  of  course,  are  sold  by  us  at  5 
cents  apiece.  We  deliver  them  to  any  part  of  the  United  States  for 
2  cents. 

Senator  Couzens.  Have  you  made  any  money  out  of  this  paper  ? 

Mr.  Clements.  I  haven't  seen  a  balance  sheet.  I  rather  think  it 
is  probably  a  little  in  the  red.  It  is  devoted  exclusively  to  the  inter- 
ests of  the  Townsend  plan. 

Senator  Black.  Senator,  you  started  to  ask  him  a  question  and 
he  did  not  fully  ansAver  your  question.  You  asked  him  if  he  had 
any  other  plan. 

The  Chairman.  Is  there  any  other  plan  ? 

Mr.  Clements.  There  are  no  other  plans  they  have  operating  to 
bring  revenue  to  the  Old  Age  Revolving  Pensions. 

The  Chairman.  Or  by  any  of  the  parties  connected  with  it? 

Mr.  Clements.  Or  by  any  of  the  parties  connected  with  it  officially 
or  otherwise,  except  the  label  that  we  went  into  here  and  the  sale  of 
the  literature. 

The  Chairman.  Now  I  notice  in  this  Townsend  Weekly  of  Jan- 
uary 28,  1935,  an  advertisement  "cooperative  division  (wholesalers 
and  manufacturers)."  That  is  what  you  mentioned  about  the  label 
plan,  isn't  it  ? 

Mr.  Clements.  Yes,  sir;  that  explains  it,  I  think. 

The  Chairman.  I  think  it  would  be  very  well  for  us  to  put  in  this 
record  that  part  there. 

(Statement  referred  to  is  as  follows:) 
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CooPEiBiVTrv^  Division   (WHO'LEiSAi.BRs  and  M anufactubebs  ) 

Is  proving  a  great  success.  The  list  is  not  appearing  in  this  issue — due  to  the 
necessity  of  using  all  available  space  for  important  news. 

Don't  fail  to  make  our  February  1  drive  a  great  success  by  calling  attention 
at  all  club  meetings  to  this  plan  of  saving  labels,  cartons,  containers,  etc.,  by 
all  club  members  and  their  friends  in  the  Western  States. 

Be  sure  to  send  to  headquarters  all  merchandise  evidence  by  February  1,  then 
twice  a  month. 

The  Chairman.  I  notice  anotlier  advertisement  here  of  Albert  M. 
Hansen.    Who  is  Albert  M.  Hansen  ? 

Mr.  Clements.  Is  that  in  connection  with  a  song? 

The  Chairman.  That  is  the  "  Townsend  plan  song ",  which  is 
called  "  In  This  Land  of  Freedom." 

Mr.  Clements.  That  is  a  private  enterprise  of  Mr.  Hansen's.  We 
have  nothing  whatever  to  do  with  that. 

The  Chairman,  You  do  charge  him  for  carrying  the  advertise- 
ment, however? 

Mr.  Clements.  Yes,  sir. 

The  Chairman.  You  get  no  rake-off  from  the  sale  of  that  song  ? 

Mr.  Clements.  We  get  no  percentage  whatever  from  the  sale  of 
the  song;  no,  sir. 

The  Chairman.  In  this  advertisement  I  notice  that  it  is  carried  as 

"  New,  Catchy,  Original,  Different !  "  That  advertisement  might 
go  in  the  record. 

(Advertisement  referred  to  is  as  follows:) 

NEW,    CATOHY,    ORIGINAL,    DIFFERENT! 
TO'WNSBND-PLAN  SONG,  "  IN  THIS  LAND  OF  FREEDOM  " 

Sing  it  at  your  Townsend  club  meetings — hum  it  every  day — this  new.  catchy, 
Townsend-plan  song.  It's  taking  the  entire  Nation  by  storm !  Fifteen  cents  per 
copy,  two  for  25  cents. 

Mail  your  order  to  Albert  M.  Hansen,  owner  and  publisher,  2063  Yosemite 
Drive,  Los  Angeles,  Calif. 

Mr.  Clements.  Of  course,  we  have  no  control  over  the  advertising 
copy  other  than  that  it  is  submitted  to  us. 

The  Chairman.  What  does  he  pay  for  that  advertisement? 

Mr.  Clements.  I  am  sure  I  could  not  tell  you  exactly,  but  I  rather 
think  a  dollar  a  column  inch. 

Senator  Black.  Where  does  he  live? 

Mr.  Clements.  I  believe  he  lives  in  Pasadena,  Calif. 

Senator  Black.  Does  he  have  any  connection  with  your  headquar- 
ters there  now  or  has  he  had  any  connection  with  it  in  the  past  ? 

Mr.  Clements.  No. 

Senator  Black.  Are — does  he  have  any  connection  with  any  of 
the  individuals  connected  with  the  plan  in  California? 

Mr.  Clements,  None  whatever. 

Senator  Gerry.  Do  you  have  any  financial  report  from  the  differ- 
ent clubs  as  to  how  much  money  they  take  in  ? 

Mr.  Clements.  Some  of  them,  yes;  most  of  them,  no. 

Senator  Gerry.  You  simply  let  them  go  ahead  ? 

Mr.  Clements.  They  are  entirely  independent  organizations.  We 
exercise  no  control  over  their  finances  whatever. 

Senator  Walsh.  Did  you  state  what  the  total  membership  was  in 
those  clubs  ? 
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Mr.  Clements.  That  would  be  quite  impossible  to  state,  because  we 
do  not  exact  a  list  or  roster  of  their  membership  at  all. 

The  Chaikman.  I  think  that  is  all,  Mr.  Clements.  I  will  go  back 
to  Dr.  Townsend. 

Senator  Black.  Let  me  ask  one  more  question  in  connection  with 
what  Mr.  Clements  said. 

The  Chairman.  Yes. 

Senator  Black.  Do  all  the  people  who  sign  these  petitions  join  the 
clubs,  or  do  j^ou  permit  them  to  join  the  clubs  if  they  sign  the 
petition  ? 

]Mr.  Clements.  There  is  only  a  very  small  percentage  of  the  people 
who  signed  the  petitions  and  then  "joined  the  clubs.  There  is  no 
obligation,  financial  or  otherwise,  attached  to  the  signing  of  the 
Townsend  plan  petition. 

Senator  Gerry.  But  they  are  selling  your  booklets  ? 

Mr.  Clements.  To  whom  do  you  refer? 

Senator  Gerrt.  These  clubs. 

Mr.  Clements.  Yes,  sir. 

Senator  Gerry.  And  they  have  your  endorsement? 

Mr.  Clements.  They  purchase  the  books  from  us  on  a  consignment 
basis. 

Senator  Gerry.  Do  you  make  any  investigation  of  them? 

Mr.  Clements.  What  do  you  mean?  Do  you  mean  a  financial 
investigation  ? 

Senator  Gerry.  Or  any  sort  of  investigation  as  to  who  the  mem- 
bers are  or  who  the  people  forming  the  club  are. 

Mr.  Clements.  There  is  a  rather  perfunctory  investigation  made 
as  to  the  officers,  whether  or  not  they  are  people  of  good  repute  in 
the  community  in  which  they  apply  for  leadership  in  the  club. 

Senator  Barkley.  Who  makes  that  investigation? 

Mr.  Clements.  It  is  sent  in  on  a  form  to  the  office. 

Senator  Barkley.  Do  you  have  somebody  who  investigates? 

Mr.  Clements.  No,  sir.  We  make  a  very  perfunctory  investiga- 
tion. They  say  who  they  are,  whether  they  are  members  of  a  frater- 
nity, and  so  on. 

Senator  Barkley.  Whose  duty  is  it  to  go  around  and  hunt  out 
people  to  sign  a  petition  of  this  sort  ? 

Mr.  Clements.  It  is  any  one's  duty.  That  has  been  entirely  volun- 
tary on  the  part  of  people  who  come  in  and  ask  for  the  privilege  of 
circulating  the  petition. 

Senator  Barkley.  Usually  somebody  in  every  community  who  gets 
up  a  petition  takes  the  responsibility  of  carrying  it  around  over  town 
and  having  it  signed? 

Mr.  Clements.  Yes, 

Senator  Barkley.  Wliat  inducement  is  there  for  anybody  in  the 
community  to  get  up  one  of  these  petitions,  the  form  of  which  you 
have,  I  believe,  prepared? 

Mr.  Clements.  There  is  no  inducement  whatever  except  the  induce- 
ment engendered  by  their  desire  to  see  such  legislation  enacted. 

Senator  Barkley.  You  send  the  forms  out  to  them  ? 

Mr.  Clements.  We  send  60  blank  petitions  to  each  Townsend  club. 
Senator  Barkley.  They   select   a   man   who   is  to   drum   up  the 
signatures  ? 
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Mr.  Clements.  They  select  the  party  who  will  circulate  the  peti- 
tion; yes. 

Senator  Barklet.  And  get  the  signatures? 

Mr.  Clements.  Yes. 

Senator  Gerry.  They  buy  your  book  at  how  much — 1.6  cents? 

Mr.  Clements.  Pardon  me.  I  said  that  that  was  the  cost  of  the 
book  to  us. 

Senator  Gerry.  What  do  they  pay  for  the  books  ? 

Mr.  Clements.  The  clubs? 

Senator  Gerry.  Yes. 

Mr.  Clements.  They  buy  the  book  from  us  at  25  cents.  A  club 
pay  25  cents  to  the  national  association  for  each  book. 

Senator  Black.  That  is  the  retail  price? 

Mr.  Clements.  That  is  the  retail  price. 

Senator  Barkley.  Do  you  know  what  proportion  of  the  people 
who  sign  these  petitions  understand  this  plan? 

Mr.  Clements.  I  am  persuaded  that  the  great  proportion  of  the 
American  public  have  intelligence  enough  to  understand  a  plan  as 
simple  as  the  Townsend  plan. 

Senator  Barkley.  Do  you  laiow  what  is  said  to  those  who  are 
approached  for  signature  by  the  approacher? 

Mr.  Clement.  Quite  obviously  not;  but  there  is  printed  very 
plainly  the  purport  of  the  petition  on  the  heading  of  each  petition. 

Senator  Barkley.  It  may  be  that  the  Ways  and  Means  Committee 
and  the  Finance  Committee  are  below  the  average  of  intelligence, 
but  it  has  taken  them  several  weeks  to  try  to  find  out  all  the  implica- 
tions of  this  plan  and  its  effect  on  the  country.  I  am  wondering 
whether  the  agent  who  seeks  signatures  to  petitions  goes  over  the 
same  amount  of  detail  in  trying  to  explain  it  to  the  signers  that  we 
try  to  go  into  in  trying  to  find  out  what  it  means,  its  effect,  its 
economic  soundness,  and  all  that. 

Mr.  Clements.  I  am  sure.  Senator,  the  average  person  circulating 
the  petition  at  the  present  time  is  not  as  capable  of  going  into  the 
minute  details  of  this  plan  as  has  been  gone  into  here,  and  this  plan 
probably  will  continue  to  be  investigated.  I  mean  to  convey  that 
they  are  certain  that  the  people  who  signed  the  petition  knew  what 
they  were  petitioning  for. 

Senator  Barkley.  They  knew  they  were  petitioning  Congress  to 
buy  a  $200  a  month  pension  for  people  over  60  years  of  age,  all 
people  over  60  years  of  age? 

Mr.  Clements.  Yes,  sir. 

Senator  Barkley.  Do  you  think  that  was  explained  to  them? 

Mr.  Clements.  Yes. 

Senator  Barkley.  Do  you  think  it  was  explained  to  them  every 
time  they  put  their  names  on  this  petition  that  if  this  law  was  passed 
they  would  have  to  pay  a  sales  tax? 

Mr.  Clements.  It  says  right  on  the  heading  of  the  petition  that 
there  will  be  a  tax. 

Senator  Barkley.  Have  you  had  any  experience  in  circulating 
petitions  for  signatures  generally? 

Mr.  Clements.  No,  sir. 

Senator  Barkley.  You  do  not  know,  then,  to  what  extent  people 
sign  petitions  that  are  shoved  under  their  noses  without  any  explana- 
tion of  any  kind,  they  just  sign  it? 
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Mr.  Clements.  I  onlj^  Icnow  by  my  own  experience  that  I  do  not 
sign  petitions  that  I  do  not  understand  the  purport  of. 

Senator  Barkley.  I  understand  that  j^ou  would  not,  and  neither 
wouhl  I,  and  frequently  I  do  not  sign  any  at  all,  but  you  know  how 
easy  it  is  to  get  petitions  signed. 

Mr.  Clements.  I  understand  it  is  very  easy  to  get  petitions  signed. 

Senator  Barkley.  I  have  had  22  years'  experience  in  receiving 
them. 

The  Chairman.  Mr.  Clements,  I  hope  you  will  send  your  latest 
audit  in  so  we  ma}'  get  it  into  the  record. 

Mr.  Clements.  I  will  be  very  glad  to  send  it  in. 

The  Chairman.  May  I  ask  3'ou  whether  your  organization  has 
filed  with  the  treasurer  income-tax  returns? 

Mr.  Clements.  That  has  been  handled  through  our  legal  depart- 
ment in  Los  Angeles  and  Long  Beach.  There  has  been  an  income- 
tax  return  received,  the  form  has  been  received.  Whether  or  not 
it  has  been  filed  as  yet  I  am  not  sure. 

The  Chairman.  Well,  last  year  was  there  an}'  filed  ? 

Mr.  Clements.  We  have  only  been  operating  since  January  1934. 

The  Chairman.  Since  January  1934? 

Mr.  Clements.  Yes.  You  will  notice  that  statement  there,  Janu- 
ary 30,  1934. 

The  Chairman.  Is  that  when  your  organization  was  incorpo- 
rated ? 

Mr.  Clements.  Pardon  me.  January  30,  1934,  as  you  notice  from 
that  statement,  we  had  a  balance  of  $7.89  on  that  date. 

The  Chairman.  When  did  you  take  out  articles  of  incorporation? 

Mr.  Clements.  January  24,  1934. 

The  Chairman.  And  before  that  you  were  not  operating? 

Mr.  Clements.  No. 

The  Chairman.  And  you  have  now  filed  no  income-tax  return 
up  to  date? 

Mr.  Clements.  I  am  not  sure  that  it  has  been  filed.  The  form 
was  received  in  the  Los  Angeles  office. 

Senator  Black.  Mr.  Clements,  you  are  the  treasurer? 

Mr.  Clements.  Yes. 

Senator  Black.  A  statement  has  been  made  here  by  someone,  I 
do  not  recall  who,  that  in  many  instances  your  agents  were  required 
to  file  a  telegraphic  report  each  night  of  the  amount  of  money  that 
was  collected.     Is  that  true  ? 

Mr.  Clements.  That  is  absolutely  false. 

Senator  Black.  You  have  never  done  that  in  any  instance? 

Mr.  Clements.  There  is  only  one  instance  in  which  there  was 
ever  a  telegraphic  report  asked  for,  and  that  was  in  the  instance 
Avhen  there  was  a  Nation-wide  mass  meeting  held  for  the  Townsend 
plan  on  October  28,  I  believe,  1934.  At  that  time  we  asked  them 
to  wire  us  the  number  in  attendance  and  also  what,  if  any,  was  the 
total  contribution  at  that  meeting  which  was  taken  up  for  the  benefit 
of  our  extension-fund  work,  and  I  should  judge  we  received  some 
20  or  30  telegrams  to  that  effect. 

Senator  Black.  You  sent  them  out  everywhere  where  they  held 
the  meeting? 

Mr.  Clements.  We  sent  them  out. 
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Senator  Black.  Someone  sent  them  the  message  telling  them  to 
report  by  wire  at  each  of  those  meetings  ? 

Mr.  Clements.  There  was  a  circular  letter  sent  out;  yes. 

Senator  Black.  And  they  did  all  report  by  wire? 

Mr.  Clements.  Probably  5  percent  of  them  reported  by  wire. 

Senator  Barkley.  Mr.  Clements,  what  was  your  occupation  before 
you  became  identified  with  this  movement? 

Mr.  Clements.  I  have  been  a  broker,  a  dealer  in  real  estate  in 
California  for  21  years. 

Senator  Barkley.  Do  you  know  Dr.  Pope  ? 

Mr.  Clements.  I  have  heard  of  Dr.  Pope. 

Senator  Barkley.  At  the  last  session  of  Congress  we  Avere  be- 
sought by  the  Dr.  Pope  organization  and  flooded  with  petitions  for 
his  plan.  Have  you  and  Dr.  Townsend  consulted  with  Dr.  Pope  in 
any  way  in  the  framing  of  this  Townsend  plan  as  a  successor  to  the 
Pope  plan  ? 

Mr.  Clements.  I  cannot  speak  for  Dr.  Townsend — you  can  ask 
him — but  I  am  sure  there  has  been  no  connection  whatever  with  Dr. 
Pope,  or  any  of  his  connections. 

Senator  Barkley.  You  are  not  an  actuary? 

Mr,  Clements.  No,  sir. 

Senator  Barkley.  Have  never  been? 

Mr.  Clements.  No,  sir. 

Sentaor  Connally.  Do  you  send  out  any  forms  or  letters  or  tele- 
grams to  Members  of  Congress  to  these  clubs  ?  Do  not  you  send  out 
suggested  forms  of  letters  and  telegrams  to  Senators  and  Congress- 
men? 

Mr.  Clements.  Absolutely  not. 

Senator  Connally.  I  get  some  from  widely  separated  points  and 
they  are  practically  identical  language,  and  I  was  just  wondering 
if  you  did  not  propagandize  through  sending  out  some  suggested 
forms  of  wires  and  letters. 

Mr.  Clements.  Not  at  all.  Permit  me  to  say  it  has  never  been 
the  thought  of  Dr.  Townsend  or  those  in  charge  of  this  plan  that 
you  gentlemen  were  to  receive  anything  but  the  most  courteous 
recommendation  that  you  would  give  the  Townsend  plan  a  thorough 
and  complete  hearing. 

Senator  Connally.  I  saw  in  the  press  not  long  ago  some  statement 
quoting  Dr.  Townsend  as  intimating  if  Congress  did  not  jump 
through  the  hoop  and  give  them  the  old-age  pension  law  that  they 
were  going  to  beat  everybody  in  the  elections. 

Mr.  Clements.  We  have  been  misquoted  in  the  press  many  times. 

Senator  Connally.  That  is  not  your  attitude  ? 

Mr.  Clements.  No. 

Senator  Barkley.  I  see  a  form  in  front  of  Senator  Connally,  sent 
to  him  from  Santa  Cruz,  Calif.,  and  it  says :  "  We  voters  want  ",  and 
then  in  red,  "  the  Townsend  plan  made  a  law  at  this  session  of  Con- 
gress, your  key  for  the  ballot  box.  Santa  Cruz  Area  Townsend 
Clubs,  representing  40,000  voters."  Signed  by  O.  F.  Schroeder.  Do 
you  know  anything  about  who  gets  out  that  form,  and  who  Schroe- 
der is? 

Mr.  Clements.  No  ;  I  do  not. 
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Senator  Barklet.  Do  you  know  what  he  means  there  by  his  refer- 
ence to  the  ballot  box  ?  ,    ^         i  4.u 

Mr.  Clements.  I  have  an  idea  what  he  means,  but  we  know  notti- 
ing  about  such  propaganda. 

Senator  Barklet.  That  is  evidently  an  intimidation.        _      ,       , 

Mr.  Clements.  It  does  not  originate  or  emante  from  the  head- 
quarters of  the  Townsend  organization.         ,,,,.,,     ^        ■   ■     4.^ 

Senator  Barkley.  Do  you  know  who  would  be  likely  to  originate 

it  or  emanate  it  ?  ^^    .    •       j  -4. 

Mr.  Clements.  I  presume  the  man  that  signed  it. 

Senator  Barkley.  This  card  is  printed  probably  by  the  thousands. 
Who  takes  the  responsibility  of  having  that  expense  incurred  tor  the 
printing  of  those  cards  and  the  mailing  of  them  to  Members  of 

M?^  Clements.  I  am  sure  I  do  not  know,  but  I  can  assure  you  that 
Old  Acre  Revolving  Pensions,  Ltd.,  has  absolutely  nothing  to  do 
with  the  encouragement  of  printing  them  or  paymg  for  the  cost  ot 

^^Senafor  Berkley.  Whether  the  corporation,  limited,  has  anything 
to  do  with  it  or  not,  has  anybody  in  connection  with  the  corporation 
as  an  individual,  unlimited,  anything  to  do  with  it? 

Mr.  Clements.  No  one  who  is  officially  connected  with  the  heacl- 

^"The' Chairman.  Well,  Mr.  Clements,  I  notice  in  this  Townsend 
Weekly  that  you  do  have,  in  bold  type  [reading]  : 

Write'  Wire'  Now  is  the  time  to  let  your  Congressman  and  Senator 
know  that  you  expect  him  to  support  the  Townsend  pension  bill. 

To  that  extent  you  are  encouraging  these  pamphlets  to  come  in 

^Mr  Clements.  We  are  most  certainly  encouraging  the  people  to 
write  to  their  Senators  and  Congi-essmen  and  let  them  know  their 

The  Chairman.  That  is  one  of  the  principal  objects  of  your  whole 
organization  ? 

Mr.  Clements.  Yes. 

The  Chairman.  I  notice  in  the  same  publication,  On  to  Con- 
gress." 

MASS  MEETING GREaETINGS  ! 


In  fact  we  are  inside  the  door.    Con- 
Townsend    pension    bill    Wednesday, 


11.000 


We  are  on  the  doorstep  of  Congi-ess. 
gressman    McGroarty    introduced     the 

January  16.  .  „      ^  o    i  i     i 

Mammoth  mass  meeting,  Sunday,  February  3,  at  3  o  clock. 
Olympic  Auditorium,   Eighteenth   and   Grand   Avenue,  Los  Angeles 
free  seats. 

You  did  not  charge  any  admission? 

Mr.  Clements.  No,  sir. 

The  Chairman.  They  were  all  free  seats? 

Mr.  Clements.  Yes,  sir. 

The  Chairman.  W^ere  any  contributions  taken  up  i 
passed  around? 

Mr.  Clements.  Yes,  sir.  .     ,  ,  ^-      q 

The  Chairman.  How  much  was  raised  at  that  mass  meeting  < 

Tvr,.   r 'tt-att-vtc    <<^C^7  nnrl  c^omp  odd  cents. 


Was  the  hat 
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The  Chairman.  Do  you  always  pass  the  hat  around  at  all  of 
these  mass  meetings  ? 

Mr.  Clements.  No,  sir. 

The  Chairman.  That  goes  into  the  treasury,  does  it  ? 

Mr.  Clements.  That  particular  contribution  went  into  this  fund 
which  we  are  pleased  to  designate  as  the  "Congressional  Action 
Fund."  That  is  a  separate  fund  and  used  for  the  specific  purpose 
of  maintaining  the  Washington  office  and  paying  the  necessary  help 
and  the  actual  expenses  of  the  men  who  come  here  to  assist. 

The  Chairman.  I  understood  you  to  say  you  had  52,000  copies  of 
this  published. 

Mr.  Clements.  I  think  it  was  50,000.  That  is  the  second  issue  that 
you  have  there. 

The  Chairman.  Well,  I  notice  here  in  the  second  issue  you  say, 
"  Official  Townsend  Weekly  got  a  paid  circulation  in  1  week  of  over 
60,000  copies !  "    Why  was  that  statement  made  ? 

Mr.  Clements.  Perhaps  I  was  too  conservative  in  my  estimate. 

Senator  Barkley.  That  is  the  second  issue,  of  which  you  said  there 
were  50,000? 

Mr.  Clements.  I  was  not  in  Los  Angeles  when  that  was  printed,  I 
was  in  Washington.  I  know  what  the  order  was  for  the  first  issue. 
It  was  25,000,  then  it  was  increased  12,000,  which  made  it  37,000. 
I  was  informed  by  letter  that  they  anticipated  that  the  second  issue, 
which  was  the  issue  that  is  on  the  chairman's  desk,  would  be  50,000. 

The  Chairman.  Why  did  they  say  the  issue  was  increased  over 
60,000? 

Mr.  Clements.  Perhaps  by  the  time  it  went  to  press.  Senator,  they 
had  orders  for  that  many. 

The  Chairman.  Maybe  the  Doctor  can  explain  that.  Can  you 
explain  that,  Doctor? 

Mr.  Townsend.  Wliy,  it  has  been  proven  that  the  number  printed 
has  been  inadequate  on  each  issue  and  we  have  had  to  run  a  separate 
lot,  an  additional  lot.  Now,  of  course,  until  the  orders  pile  up  we  do 
not  know  what  that  is  going  to  be. 

The  Chairman.  Was  there  any  further  statement  you  desired  to 
make.  Doctor? 

Dr.  Townsend.  I  think  not. 

Senator  Couzens.  Doctor,  have  you  had  any  personal  compensa- 
tion out  of  all  this  work? 

Dr.  Townsend.  Personal  compensation? 

Senator  Couzens.  Yes. 

Dr.  Townsend.  Nothing  beyond  my  actual  expenses. 

Senator  Couzens.  How  much  have  they  been? 

Dr.  Townsend.  They  have  been  averaging  about  $50  a  week. 

Senator  Couzens.  And  that  is  all  you  have  had  since  January, 
1934? 

Dr.  Townsend.  That  is  all  I  have.  I  have  no  bank  account,  I  have 
no  moneys  accumulated,  I  do  not  expect  to  have  anything. 

Senator  Couzens.  You  have  no  salary  of  any  kind? 

Dr.  Townsend.  No  salary  at  all. 

The  Chairman.  Are  there  any  other  questions? 

Senator  Black.  I  want  to  ask  him  one  other  question  about  the 
bill.     Doctor,  I  notice  in  the  bill  which  you  have  offered  that  the 
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people  can  spend  this  money  for  goods  and  services.    That  is  there, 
isn't  it? 

Dr.  TowNSEND.  Yes;  that  is  right. 

Senator  Black.  It  is  contemplated,  for  instance,  that  two  persons 
who  draw  a  pension  of  $400  a  month,  that  they  can  spend  that  for 
services  to  whomsoever  they  seem  fit? 

Dr.  Tow^NSEND.  Yes;  if  they  create  jobs  with  that  money. 

Senator  Black.  And  now  one  of  the  ideas  in  your  plan  is  to  force 
people  to  spend  that  money,  isn't  it? 

Dr.  TowNSEND.  Yes. 

Senator  Black.  If  that  money  is  spent  for  services  and  it  reaches 
a  second  hand,  there  is  no  provision  that  requires  the  recipient  to 
spend  it,  is  there?     He  can  save  it? 

Dr.  TowNSEND.  I  presume  that  could  be  done. 

Senator  Black.  In  other  words,  if  one  of  these  pensioners,  re- 
ceivino-  $200  a  month,  or  a  family  receiving  $400  a  month,  had  to 
spend'lt,  you  do  not  contemplate  that  we  will  have  snoopers  going 
around  to  see  who  thev  hire  or  whose  services  they  buy,  do  you? 

Dr  TowNSEND.  It  will  not  require  any  snoopers.  Everybody  has 
neighbors.  If  they  find  that  somebody  is  spending  the  money  other 
than  is  proposed  by  law,  they  would  probably  report. 

Senator  Black.  Your  idea  is  that  the  neighbors  would  know  who 
thev  hired.     Do  they  have  a  right  to  hire  anybody  they  please? 

Dr.  TowNSEND.  They  could  hire  anybody  they  pleased.  If  the 
neighbors  find  the  maii  who  is  receiving  a  pension  is  supporting  too 
many  parasites,  his  case  will  be  investigated. 

Senator  Black.  How  could  it  be?  He  has  the  right  to  hire  any- 
body he  wants  to  hire,  under  the  law,  hasn't  he  ? 

Dr.  TowNSEND.  After  paying  his  own  expenses  he  is  not  going  to 
have  a  great  amount  of  money  to  hire  people. 

Senator  Black.  Suppose  he  hired  his  son?  He  would  have  the 
right  to,  would  he  not? 

Dr.  TowNSEND.  Yes. 

Senator  Black.  Suppose  he  had  a  brother  that  was  not  doing  any- 
thing, he  would  have  a  right  to  hire  his  brother? 

Dr.  Tow^NSEND.  Yes.  . 

Senator  Black.  That  brother  could  spend  it  or  not,  ]ust  as  he 
wanted,  just  as  he  saw  fit? 

Dr.  TowNSEND.    Yes.  ,  .„     ,      .  n      u      1.1 

Senator  Black.  There  is  nothing  m  the  bill  that  would  absoiuteJy 
require  that  the  monev  be  spent  for  goods  and  commodities,  is  there? 

Dr.  TowNSEND.  You  are  assuming  that  everybody  who  gets  this 
particular  amount  of  money  in  payment  for  his  salary  is  going  to 
sit  down  there  and  hold  it.     People  do  not  do  that. 

Senator  Black.  You  are  assuming  they  would  spenci  it  all.  it 
they  did  not  spend  it  all,  then  vour  plan  would  not  work,  would  it< 

Dr   TowNSEND,  No;  it  would  have  to  go  into  circulation. 

Senator  Black.  If  you  wanted  it  to  be  spent  for  goods  and  serv- 
ices in  vour  bill,  why  should  you  leave  that  loophole? 

Dr.  TowNSEND.  Because  many  of  the  old  folks  have  to  have 
assistance,  they  have  to  have  nurses  and  attendants. 

Senator  Black.  You  have  agents  all  around  the  country,  don  t 
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Dr.  TowNSEND.  We  have  voluntary  agents;  yes. 
Senator  Black.  They  could  hire  these  agents,  if  they  wished,  after 
the  law  passed,  to  perform  services  for  them? 

Dr.  TowNSEND.  I  do  not  know  what  incentive  there  would  be  for 
that. 

Senator  Black.  Well,  they  might  want  to  hire  them,  the  agents 
would  be  there,  they  are  pretty  good  agents,  it  looks  like,  from  the 
number  of  petitions,  from  the  number  of  signatures.  They  are 
pretty  much  on  the  alert. 

Dr.  TowNSEND.  They  certainly  are,  because  there  are  many  people 
whose  condition  today  makes  them  alert  for  anything  that  is  going 
to  alleviate  their  condition. 

Senator  Black.  The  point  I  wanted  to  bring  out  was,  they  can 
spend  the  money  for  goods  and  services.  Your  idea  was  to  make 
them  spend  it  and  keep  it  going.     It  would  not  work  otherwise? 

Dr.  TowNSEND.  There  isn't  any  concern  on  the  part  of  anyone  who 
does  any  thinking  about  this,  but  the  individual  receiving  the  money 
will  not  use  the  greater  portion  of  it  for  his  own  particular  needs, 
and  if  he  wants  to  spend  25  percent  of  it  in  hiring  help,  that  is  not 
going  to  affect  the  ultimate  outcome. 

Senator  Black.  Do  you  know  that  a  number  of  letters  have  been 
received  by  Congressmen  and  Senators,  protesting  the  idea  that  they 
will  be  compelled  to  spend  it,  and  compelled  to  spend  it  all  within 
the  month? 

Dr.  TowNSEND.  What  of  it? 

Senator  Black.  Then  there  are  some  of  them  that  would  not  want 
to  spend  it. 

Dr.  TowNSEND.  Yes;  a  very  small  percentage.  It  will  not  make 
any  difference  between  the  outcome. 

Senator  Gerry.  Your  idea  is  the  community  would  take  an  in- 
terest in  seeing  that  it  would  be  spent? 

Dr.  Townsend.  I  think  so. 

Senator  Gerry.  Did  it  work  that  way  in  prohibition? 

Dr.  Townsend.  In  prohibition? 

Senator  Gerry.  Yes. 

Dr.  Townsend.  No.    Wliy? 

Senator  Gerry.  I  am  asking  you. 

Dr.  Townsend.  Because  there  was  very  little  effect  on  the  part  of 
the  powers  that  had  charge  of  the  enforcement  of  the  prohibition  law, 
to  do  anything  with  it. 

Senator  Barkley.  There  was  also  a  laxity  on  the  part  of  people  in 
the  community  to  keep  the  enforcement  officers  informed,  to  the  ex- 
tent that  they  did  not  want  to  be  snooping  around  among  their  neigh- 
bors to  find  out  whether  or  not  there  was  a  violation.  Your  bill  set 
up  an  official  snooping  committee  in  each  precinct  in  the  United 
States  to  watch  over  the  expenditure  of  this  money,  and  follow  it  out 
to  the  ultimate  results. 

Dr.  Townsend.  I  cannot  see  that  there  would  be  any  snooping  nec- 
essary. 

Senator  Barkley.  What  would  the  committee  that  you  set  up  in 
the  bill  be  required  to  do? 

Dr.  Townsend.  To  receive  complaints. 

Senator  Barkley.  To  receive  complaints  from  whom? 
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Dr.  TowNSEND.  From  those  who  thought  the  law  was  being 
violated. 

Senator  Barkley.  There  would  be  a  committee  set  up  in  each 
voting  precinct  to  receive  complaints  from  th-e  neighbors  who  thought 
that  one  of  their  next-door  neighbors  were  spending  some  of  the 
$200,  or  $400,  or  $600,  if  there  happened  to  be  three  of  them  who 
were  60  j^ears  old  living  in  the  same  household,  in  a  way  that  they 
did  not  approve  of  ? 

Dr.  Town  SEND.  There  would  have  to  be  some  sort  of  committee 
until  the  people  became  accustomed  to  the  new  regime,  the  new 
system. 

Senator  Black.  The  longer  it  is  in  operation  the  more  people  m 
each  neighborhood  will  be  drawing  this  pension,  so  there  would  be 
that  much  more  work  to  be  done. 

Dr.  TowNSEND.  There  is  going  to  be  a  limit,  of  course.  There  is 
a  limit  to  the  number  of  people  who  attain  the  age  of  60  years. 

Senator  Black.  They  increase  up  to  1980,  according  to  your 
theory;  the  number  increases  until  then? 

Dr.  TowNSEND.  Well,  until  we  can  get  all  on  the  pension  roll  who 
wish  to  go  on,  of  course. 

Senator  Black.  The  number  of  eligibles  will  increase  up  to  1980  ? 
Dr.  TowNSEXD.  I  do  not  know  why. 

Senator  Black.  Well,  I  thought,  on  your  theory,  from  your  testi- 
mony before  the  House  committee,  that  the  number  of  eligibles  above 
60  would  increase,  and  that  within  5  years,  as  you  indicated  in  your 
testimony  before  the  House  committee,  you  would  have  to  lower  this 
to  probably  55,  and  then  later  on  to  50,  there  would  be  a  gradual 
increase  in  the  number. 

Dr.  TowNSEND.  That  is  not  the  assumption  at  all.  The  reason  we 
say  it  will  be  necessary  for  us  to  reduce  the  age  limit  will  be  from 
the  fact  that  industries  are  going  to  be  carried  on  by  machines  to 
the  extent  that  we  will  not  have  places  for  the  workers. 

Senator  Black.  That  is  what  I  am  saying.     Every  time  you  reduce 
the  age  limit  you  take  in  several  more  millions  of  eligibles. 
Dr.  TowNSEND.  It  may  be  necessary  for  us  to  do  that  in  time. 
Senator  Black.  Ye^.  "  The  more  eligibles  there  are  the  more  com- 
mittees there  will  have  to  be,  to  vcatch  them,  to  see  that  they  spend  this 
money  according  to  Hoyle  during  each  month? 

Dr.  TowNSEND.  If  we  had  a  few  committees  of  that  sort  during 
prohibition,  we  could  enforce  the  law.    We  did  not  have  them. 

Senator  Black.  That  may  be,  I  do  not  know,  but  what  is  every- 
body's business  usually  is  nobody's  business.  It  is  my  experience  and 
observation  that  it  is'rather  difficult  to  get  committees  of  neighbors 
to  make  any  report  of  any  technical  violation  of  the  law  by  another 
neighbor. 

The  Chairman.  We  have  asked  you  to  put  the  articles  of 
incorporation  in  the  record,  and  some  other  matters.  I  wish,  for  the 
benefit  of  the  committee,  that  you  would  turn  over  to  the  clerk  as 
soon  as  you  can  all  the  pamphlets  that  have  been  issued,  either  by 
the  parent  organization  or  any  of  the"  affiliated  organizations  with 
reference  to  your  matter,  and  a  copy  of  all  the  issues  of  your  paper 
that  you  have  now.  as  well  as  a  copy  of  this  book  that  sells  for 
25  cents,  or  any  other  pamphlets  that  you  have. 
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The  Chairman.  Turn  them  over  to  the  committee.  The  committee 
thanks  you.  Dr.  Townsend. 

Senator  Conn  ally.  Just  a  minute.  Doctor,  you  say  the  plan  will 
cost  from  18  to  20  billion  dollars  a  year  ? 

Dr.  Townsend.  There  will  be  that  amount  put  in  circulation. 

Senator  Connally.  I  suppose  that  money  has  got  to  be  taken 
from  somebody  else  in  the  way  of  taxes  and  turned  over  to  the  aged. 

Dr.  Townsend.  It  has  got  to  be  produced. 

Senator  Connally.  In  other  words,  that  money  has  g'ot  to  come 
out  of  those  that  are  working,  those  that  have  jobs. 

Dr.  Townsend.  Yes. 

Senator  Connally.  After  the  old  couple  get  it  they  can  hire  any- 
body they  please,  anybody  they  desire.  Would  not  it  be  possible  for 
them  to  hire  all  of  their  daughters,  their  boys,  and  their  sorry  sons- 
in-laws  ? 

Senator  Connally.  That  would  withdraw  them  from  production. 
They  are  young  and  able  to  work,  and  other  young  people  would  work, 
and  would  be  making  the  money  which  would  be  used  for  paying 
for  the  upkeep  of  those  idlers.     Is  that  true  or  not  ? 

Dr.  Townsend.  That  is  not  true. 

Senator  Connally.  Could  not  it  be  true  ? 

Dr.  Townsend.  It  could  be  true ;  yes. 

Senator  Connall.y  On  your  own  plan? 

Dr.  Townsend.  You  might  assume  the  movement  would  move  close 
to  the  earth  in  the  next  few  weeks,  but  it  is  not  going  to  do  that. 

Senator  Connally.  Here  is  an  old  man  and  woman  making  $400  a 
month,  who  never  made  a  hundred  in  their  lives,  and  they  have  three 
or  four  sorry  sons  that  do  not  want  to  work,  why  could  not  they  hire 
them  as  doorkeepers  or  personal  assistants,  or  secretaries,  and  pay 
out  these  sums  to  them,  and  why  could  not  the  sons  take  that  money 
and  put  it  in  the  stock  market,  or  buy  whisky,  or  play  cards,  or  do 
anything  they  pleased  ? 

Dr.  Townsend.  We  do  not  propose  to  restrict  anybody  in  the  qual- 
ity or  the  character  of  the  thing  he  spends  money  on.  What  we 
want  to  do  is  to  get  money  into  circulation. 

Senator  Barkley.  Even  if  that  expenditure  turns  out  to  be 
injurious  ? 

Dr.  Townsend.  What? 

Senator  Barkley.  Even  if  that  expenditure  turns  out  to  be  in- 
jurious to  their  morals,  or  to  their  physical  welfare? 

Dr.  Townsend.  My  dear  sir,  are  you  so  terribly  concerned:  about 
the  morals  and  welfare  of  the  young  today  ? 

Senator  Barkley.  To  be  frank;  yes. 

Dr.  Townsend.  Why  is  it  then  that  we  are  debauching  so  many 
of  our  young  people  at  the  present  time  ? 

Senator  Barkley.  Well,  I  am  not  doing  any  of  that. 

Dr.  Townsend.  Neither  am  I;  and  I  want  to  end  the  conditions 
which  maintain  that  sort  of  thing.  Seventy-five  percent  of  the 
criminals  of  the  country  today  are  young  people,  and  they  are  largely 
made  up  of  those  who  have  not  been  able  to  do  anything  for  them- 
selves.   Now  let  us  not  strain  at  a  gnat  and  swallow  a  camel. 

Senator  Barkley.  That  is  one  of  the  troubles.  I  am  afraid  your 
camel  is  so  big  that  we  cannot  swallow  him. 
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Dr.  TowNSEND.  Perhaps  not;  but  neither  can  we  assimilate  the 
one  we  have  got.     We  have  to  change  it  for  something  else. 

The  Chairman.  Doctor,  the  committee  has  worked  for  4  or  5 
weeks.  We  are  trying  to  reach  some  reasonable  and  rational  con- 
clusion with  reference  to  taking  care  of  these  old  people.  We 
hope  to  evolve  a  very  good  bill.  We  may  not  be  able  to  accept 
your  proposition,  but  the  committee  thanks  you.  The  committee 
will  adjourn  until  10  o'clock  Monday  morning,  with  the  announce- 
ment that  the  hearings  on  this  bill  will  close  Wednesday  morning. 

Dr.  TowNSEND.  You  will  be  oi^en  on  Monday  morning? 

The  Chairman.  Yes ;  we  have  a  calendar  on  Monday  morning. 

Dr.  TowNSEND.  Will  it  be  possible  for  Mr.  Doane  to  meet  here 
with  you? 

The  Chairman.  We  will  hear  him  Wednesday  morning,  if  there 
is  some  explanation  he  wants  to  make,  or  if  he  wants  to  put  in  the 
record  some  of  the  facts  that  you  mentioned. 

Dr.  TowNSEND.  Thank  you. 

Mr.  Clements  subsequently  submitted  the  following  statements  of 
receipts  and  disbursements.  Old  Age  Revolving  Pensions,  Ltd. 

Old  Age  Revolving  Pensions,  Ltd. 

statement   op   RECEIPTS   AND   DISBURSEMENTS 
NOVEMBER  1934 

Receipts : 

Petty  cash  on  hand $8.  51 

Cash  in  bank 510.12 

Stamps  on  liand 59. 18 

Accounts   receivable -,  f'02. 11 

Sales 4,  528. 14 

Cash  over  and  short 2.  57 

— $8,  010.  63 

Disbursements: 

Salaries 1, 165.  35 

Kent ."^^S.  92 

Printing 2,  572.  89 

Postage,  express,  etc 843.  34 

Utilities 13.  49 

Telephone,  telegraph,  etc 126.  44 

Sales  tax ■^^'^ 

Bank   tax •^.  40 

Refunds 3.3.  00 

Office  expense 99.82 

Office   supplies 36.  .53 

Miscellaneous 12.  20 

Buttons 250.  00 

Commissions •'^''^8. 13 

Legal    fees 100.00 

Furniture  and  fixtures 34.  50 

Organization  and  organizers 530.  50 

Accounts  payable 4.59.  35 

Accounts   receivable ^^-  00 

Transferred  to  extension  account 247.  60 

Returned  check  (A.  J.  Mum) 27.00 

7. 109. 33 

To  be  accounted  for 001.30 

Accounted  for  as  follows :  ^_ 

Balance   cash 124.  -15 

Balance  in  petty  cash 9.68 

Balance  in  bank ^^4. 11 

16-2  96 
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Old  Age  Revolving  Pensions,  Ltd. 

STATEMENT  OP  RECEIPTS  AND  DISBURSEMENTS 
DECEMBER  1934 

Receipts : 

Petty  cash  on  hand $9.  68 

Cash  carried  forward 124.  55 

Cash  in  bank 604. 11 

Stamps  on  hand 162.96 

Accounts    receivable 3,  265.  47 

Sales 14,  222.  60 

Cash  over  and  short 7.  83 

T^.  V,  ^  $18. 397. 20 

Disbursements : 

Salaries 1,  807.  69 

Rent 96.  00 

Printing 1,  994.  35 

Postage,  express,  etc 1,205.75 

Utilities i 14.  66 

Telephone,  telegraph,  etc 295.  23 

Bank  tax 7.54 

Office    expense 123.  45 

Office   supplies 176.  07 

Miscellaneous - 196.  70 

Radio  advertising 6.  00 

Refunds 13.  00 

Commission 31.  25 

Legal  fees 50.00 

Furniture  and  fixtures 46.00 

Organization  and  organizers 775.  52 

Accounts    payable 1,  077.  23 

Returned   checks 12.  50 

Bad  accounts 61.  76 

Commission  fees  to  managers 1,  884.  51 

Charges  to  accounts  receivable 7,013.75 

Club   adjustments 36.23 

16,  852.  73 

To  be  accounted  for 1,  544.  47 

Accounted  for  as  follovi^s: 

Balance  in  cash $1,372.14 

Balance  in  petty  cash 2.  34 

Balance  in  bank 9.3.  33 

Balance  in  stamps 76.66 

1,  544.  47 

Totonsend  Clubs — 0.  A.  R.  P.  Ltd. 

STATEMENT    OP    CASH    RECEIPTS    AND    DISBURSEMENTS 
NOV.   1   TO   DEC.  31,   1934 

Receipts : 

Cash  on  hand  Oct.  31,  1934 ^ $4,988.86 

Receipts  Nov.   1  to  Dec.   31,   1934 11,362.85 

Total 16,  351.  71 

Disbursements : 

Organization ,  $1,  402.  00 

Office  expense 215.  90 

Modern    Crusader 754.  00 

O.  A.  R.  P.,  ltd : 1,746.15 

O.  A.  R.  P.,  ltd.,  refunds 70.33 

Printing 18.  65 

Salaries 451. 14 

Office   equipment 45.  00 

Commissions 1,  576.  79 

Postage 136.  22 

Auditing 140.  00 

Miscellaneous 7.  50 

6,  563.  68 

Cash  on  hand  Dec.  31,  1934 9,  788.  03 

16,  351.  71 
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Extension  fund — O.  A.  R.  P.  Ltd. 

STVTEMENT  OF  RECEIPTS  AND  DISBURSEMENTS 
NOV.  1  TO  DEC.  31,  1934 

Receipts:  „.-, 

Cash  ou  hand  Oct.  31,  1934 $  4,  295.  3^ 

Receipts  Nov.  1  to  Dec.  31,  1934 8,  329.  bl 

Total 12,624.93 

Disbursements: 

Organization **"*.  ^^<f-  Y-* 

Refund  of  organization  fees 441.  64 

Advertising 43. 19 

Radio    organization 3,  283.  98 

Printing 4.  00 

Refund  of  expense  fees a  ^o 

Statistical    reports 330.  50 

Auditing 140.  00 

Speakers'    bureau lo7.  bi 

Strategy    committee 143.  05 

Legal  fee JO.  00 

Miscellaneous 10.  4o 

11, 174.  bo 

Cash  on  hand  Dec.  31,  1934 1'  450.  30 

12,  624.  93 

(Whereupon,  at  12 :  IT  p.  m.,  the  committee  adjourned  until  10 
a.  m.,  Monday,  Feb.  18,  1935.) 
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MONDAY,  FEBRUARY  18,  1935 

United  States  Senate, 
Committee  on  Finance, 

Washington,  D.  C. 
The  Committee  met,  pursuant  to  adjournment,  at  10  a.  m.,  in  the 
Finance  Committee  room,  Senate  Office  Building,  Senator  Pat  Har- 
rison, chairman,  presiding. 

The  Chairman.  Dr.  Cloyd  H.  Marvin,  representing  the  American 
Council  on  Education. 

STATEMENT   OF  DR.    CLOYD   H.   MARVIN,   WASHINGTON,   D.    C, 
REPRESENTING   THE   AMERICAN   COUNCIL    ON   EDUCATION 

Dr.  Marvin.  Mr.  Chairman  and  members  of  the  committee:  The 
American  Council  on  Education  has  a  membership  of  43  constituent 
members,  made  up  of  such  institutions  as  the  National  Association 
of  State  Universities,  National  Catholic  Educational  Association, 
North  Central  Association  of  Colleges  and  Secondary  Schools,  and 
many  others  which  I  am  going  to  file  with  you.  In  addition  to  that 
it  has  a  membership  of  225  colleges  and  universities  over  the  country, 
which  I  shall  j  ust  file  so  as  not  to  take  the  time,  if  they  may  be  included 
as  a  part  of  the  record. 

The  Chairman.  Yes. 

(The  members  of  the  American  Council  on  Education  are  as 
follows:) 

Constituent  Members  and  Their  Delegates  for  1934-35 

American  Association  of  Colleges  of  Pharmacy 

Rufus  A.  Lyman,  College  of  Pharmacy,  University  of  Nebraska,  Lincoln, 
Nebr 

Charles  H.  La  Wall,  Philadelphia  College  of  Pharmacy  and  Science,  Phila- 
delphia, Pa. 

J.  G.  Beard,  School  of  Pharmacy,  University  of  North  Carolina,  Chapel 
Hill,  N.  C. 
American  Association  of  Dental  Schools: 

J.  Ben  Robinson,  Baltimore  College  of  Dental  Surgery,  Baltimore,  Md. 

W.  F.  Lasby,  College  of  Dentistry,  University  of  Minnesota,  Minneapolis, 
Minn. 

R.  S.  Vinsant,  1726  Madison  Avenue,  Memphis,  Tenn. 
American  Association  of  Junior  Colleges: 

E.  Q.  Brothers,  Little  Rock  Junior  College,  Little  Rock,  Ark. 

Guy  M.  Winslow,  Lasell  Junior  College,  Auburndale,  Mass. 

Doak  S.  Campbell,  George  Peabody  College  for  Teachers,  Nashville,  Tenn. 
American  Association  of  Teachers  Colleges: 

Lida  Lee  Tall,  State  Normal  School,  Towson,  Md. 

Robert  M.  Steele,  State  Teachers  College,  California,  Pa. 

Uel  W.  Lamkin,  State  Teachers  College,  Maryville,  Mo. 
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American  Association  of  University  professors: 

H.  G.  Doyle,  George  Washington  University,  Washington,  D.  C. 
H.  C.  Lancaster,  Johns  Hopkins  University,  Baltimore,  Md. 
H.  W.  Tyler,  744  Jackson  Place,  Washington,  D.  C. 
American  Association  of  University  Women: 

Kathryn  McHale,  1634  Eye  Street  NW.,  Washington,  D.  C. 
Esther  L.  Richards,  Johns  Hopkins  Hospital,  Baltimore,  Md. 
Belle  Rankin,  1634  Eye  Street  NW.,  Washington,  D.  C. 
American  Library  Association: 

George  F.  Bowerman,  Public  Library,  Washington,  D.  C. 
Joseph  L.  Wheeler,  Pratt  Library,  Baltimore,  Md. 
Association  of  American  Colleges: 

Benjamin  F.  Finney,  University  of  the  South,  Sewanee,  Tenn. 
S.  P.  Capen,  University  of  Buffalo,  N.  Y. 
H.  M.  Wriston,  Lawrence  College,  Appleton,  Wis. 
Association  of  American  Medical  Colleges: 

(Delegates  not  yet  appointed.) 
Association  of  Land-Grant  Colleges: 

R.  M.  Hughes,  Iowa  State  College,  Ames,  Iowa. 
R.  D.  Hetzel,  Pennsylvania  State  College,  State  College,  Pa. 
J.  G.  Lipman,  Rutgers,  University,  New  Brunswick,  N.  J. 
Association  of  Urban  Universities: 

R.  A.  Kent,  Universitv  of  Louisville,  Louisville,  Ky. 
Raymond  Walters,  Universitv  of  Cincinnati,  Cincinnati,  Ohio. 
C.  S.  Marsh,  United  States  Office  of  Education,  Washington,  D.  C. 
Council  on  Medical  Education  and  Hospital  of  the  American  Medical  Association: 
Reginald  Fitz,  721  Huntington  Avenue,  Boston,  Mass. 
Merritte  W.  Ireland,  1870  Wvoming  Avenue,  Washington,  D.  C. 
W.  D.  Cutter,  535  North  Dearborn  Street,  Chicago,  111. 
Council  of  Section  of  Legal  Education  and  Admissions  to  the  Bar  of  the  Ameri- 
can Bar  Association. 

Will  Shaforth,  730  Equitable  Building,  Denver,  Colo. 
Alexander  B.  Andrews,  239  Favettevilie  Street,  Raieigh,  N.  C. 
John  Kirkland  Clark,  72  Wall  Street,  New  York  City. 
Dental  EducationCouncil  of  America: 

Henry  L.  Banzhaf,  1217  West  Wisconsin  Avenue,  Milwaukee,  Wis. 
William  H.  G.  Logan,  55  East  Washington  Street,  Chicago,  111. 
Albert  L.  Midglev,  1108  Union  Trust  Building,  Providence,  R.  I. 
Department  of  Superintendence,  National  Education  Association: 
Frank  W.  Ballou,  superintendent  of  schools,  Washington,  D.  C. 
David  E.  Weglein,  superintendent  of  schools,  Baltimore,  Md. 
S.  D.  Shankland,  1201  Sixteenth  Street  NW.,  Washington,  D.  C. 
Institute  of  International  Education: 

Stephen  P.  Duggan,  Institute  of  International  Education,  New  York  City. 
William  F.  Russell,  Teachers  College,  Columbia  University,  New  York  City. 
Edward  R.  Murrow,  Institute  of  International  Education,  New  York  City. 
Middle  States  Association  of  Colleges  and  Secondary  Schools: 

H.  G.  Doyle,  George  Washington  University,  Washington,  D.  C. 
Boyd  Morrow,  Oilman  Countrv  School,  Baltimore,  Md. 
John  H.  Tyson,  Upper  Darby  High  School,  Upper  Darby,  Pa. 
National  Association  of  State  Universities; 

E.  B.  Brvan,  Ohio  Universitv,  Athens,  Ohio. 

Lotus  D.~  Coffman,  University  of  Minnesota,  Minneapohs,  Minn. 
A.  H.  Upham,  Miami  University,  Oxford,  Ohio. 
National  Catholic  Educational  A.ssociation: 

Rt.  Rev.  Edward  A.  Pace,  Catholic  Univeisity,  Washington,  D.  C. 
Rt.  Rev.  P.  J.  McCormick,  Catholic  Sisters  College,  Washington,  D.C. 
Rev.  George  Jolinson,  1312  Massachusetts  Avenue,  Washington,  D.  C. 
National  Education  Association: 

Joseph  H.  Saunders,  Superintendent  of  Schools,  Newport  News,  Va. 
George  D.  Stravcr,  Columbia  University ,  New  York  City. 
Sidncv  B.  Hall,"  State  Superintendent  of  Education,  Richmond,  Ya. 
North  Central  Association  of  Colleges  and  Secondary  Schools: 
C.  H.  Judd,  University  of  Chicago,  Chicago,  111. 
Charles  H.  Lake,  Superintendent  of  Schools,  Cleveland,  Ohio. 
H.  M.  Wriston,  Lawrence  College,  Appleton,  W^is. 
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Progressive  Education  Association: 

Laura  Zirbes,  Ohio  State  University,  Columbus,  Ohio. 

Frederick  Redefer,  716  Jackson  Place,  Washington,  D.  C. 

Willard  W.  Beatty,  Bronxville  Public  Schools,  Bronxville,  N.  Y. 
Society  for  the  Promotion  of  Engineering  Education: 

L.  W.  Wallace,  Woodward  Building,  Washington,  D.  C. 

C.  H.  Warren,  Yale  University,  New  Haven,  Conn. 

F.  L.  Bishop,  University  of  Pittsburgh,  Pittsburgh,  Pa. 
Southern  Association  of  Colleges  and  Secondary  Schools: 

R.  E.  Blackwell,  Randolph- Macon  College,  Ashland,  Va. 

K.  J.  Hoke,  College  of  William  and  Mary,  Williamsburg,  Va. 

Guy  E.  Snavely,  Birmingham-Southern  College,  Birmingham,  Ala. 

Associate  Members 

American  Association  for  the  Advancement  of  Science. 

American  Association  of  Collegiate  Registrars. 

American  Council  of  Learned  Societies. 

American  Historical  Association. 

American  Physical  Education  Association. 

American-Scandinavian  Foundation. 

C.  R.  B.  Educational  Foundation. 

Education  Council  Y.  M.  C.  A. 

Federated  Council  on  Art  Education. 

Modern  Language  Association  of  America. 

National  Advisory  Council  on  Radio  in  Education. 

National  Association  of  Deans  of  Women. 

National  Council  of  Business  Education. 

National  Council  on  Religion  in  Higher  Education. 

National  Council  of  Teachers  of  English. 

National  Research  Council. 

National  Society  of  College  Teachers  of  Education. 

National  Vocational  Guidance  Association. 

United  Chapters  of  Phi  Beta  Kappa. 


Institutional  Members,   1934-35 


Alabama: 

Alabama  Polytechnic  Institute 

Alabama,  University  of 

Birmingham-Southern  College 

Tuskegee   Normal  and   Industrial 
Institute 
Arizona: 

Arizona,  University  of 
California: 

California  Institute  of  Technology 

College  of  the  Pacific 

Dominican  College 

Immaculate  Heart  College 

Mills'  College 

San  Francisco,  University  of 

Southern  California,  University  of 

Stanford  University 
Colorado: 

Colorado  College 

Colorado  State  Teachers  College 

University  of  Denver 
Connecticut: 

Albertus  Magnus  College 

Connecticut  Agricultural  College 

Connecticut  College 

Junior  College  of  Connecticut 

Weslej^an  University 

Yale  University 


Delaware: 

Delaware,  University  of 
District  of  Columbia: 

American  University 

Catholic  University  of  America 

Georgetown  University 

George  W^ashington  University 

Howard  University 

Trinity  College 
Florida: 

Florida  State  College  for  Women 

John  B.  Stetson  University 

Rollins  College 

University  of  Florida 
Georgia: 

Agnes  Scott  College 

Emory  University 

Georgia  School  of  Technology 

Georgia  State  College  for  Women 

Georgia,  University  of 

Shorter  College 
Hawaii: 

Hawaii,  University  of 
Illinois: 

Carthage  College 

Chicago,  University  of 

De  Paul  University 

Illinois  College 
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Illinois— Continued. 

Illinois,  University  of 

Lake  Forest  College 

Lewis  Institute 

Northwestern  University 

Rockford  College 

Rosary  College 

St.  Xavier  College 
Indiana: 

DePauw  University 

Indiana  State  Teachers  College 

Indiana  University 

Notre  Dame,  University  of 

Purdue  University 

Rose  Polytechnic  Institute 

St.  Mary's  College,  Notre  Dame 

St.  Mary-of-the- Woods  College 
Iowa: 

Coe  College 

Grinnell  College 

Iowa  State  College  of  A.  &  M.  A. 

Iowa  State  Teachers  College 

State  University  of  Iowa 
Kentucky: 

Kentucky,  University  of 

Louisville,  University  of 
Louisiana: 

Louisiana  State  Normal  College 

Louisiana  State  University 

Southwestern  Louisiana  Institute 

Tulane  University 
Maine: 

Bowdoin  College 
Maryland: 

Goucher  College 

Hood  College 

Johns  Hopkins  University 

Lovola  College 

Mount  St.  Mary's  College 

Notre  Dame  College 

St.  Joseph's  College 

Western  Maryland  College 
Massachusetts: 

Boston  College 

Boston  University 

Bradford  Junior  College 

C'ark  University 

Emmaneul  College 

Harvard  University 

Holv  Cross  College 

International  Y.  M.  C.  A.  College 

Massachusetts  Institute  of  Tech- 
nology 

Mount  TFIolvoke  College 

Radcliffe  College 

Regis  College 

Simmons  College 

Smith  College 

Wellesley  College 

Wheaton  College 
Michigan: 

,\ll)ion  College 

.\lnia  College 

Mary  grove  College 

Michigan,  University  of 

Western  State  Teachers  College 


Minnesota: 

Carleton  College 

College  of  St.  Catherine 

College  of  St.  Scholastica 

College  of  St.  Teresa 

Macalester  College 

Minnesota,  Universitv  of 

St.  Olaf  College 
Mississippi: 

Millsaps  College 

Mississippi  State  College 
Missouri: 

Central  College 

Lindenwood  College 

Missouri,  University  of 

Northwest  Missouri  State  Teach- 
ers College 

The  Principia 

St.  Louis  University 

Washington  University 

Webster  College 
Nebraska: 

Nebraska,  University  of 
New  Hampshire: 

Dartmouth  College 

New  Hampshire,  University  of 
New  Jersey: 

College  of  St.  Elizabeth 

Georgian  Court  College 

Rutgers  University 

Seton  Hall  College 

Stevens  Institute  of  Technology 
New  Mexico: 

State  University  of  New  Mexico 
New  York: 

Adelphi  College 

Alfred  University 

Brooklyn  College 

Buffalo,  University  of 

Colgate  University 

College  of  the  City  of  New  York 

College  of  Mount  St.  Vincent  on 
Hudson 

College  of  New  Rochelle 

College  of  the  Sacred  Heart 

Columbia  University 

Cornell  University 

D'Youville  College 

Fordham  University 

Good  Counsel  College 

Hamilton  College 

Hunter  College 

Keuka  College 

Manhattan  College 

Marymount  College 

Nazareth  College 

New     York     State     College     for 
Teachers 

New  York  University 

Polytechnic  Institute  of  Brooklyn 

Rensselaer  Polytechnic  Institute 

Rochester,  University  of 

Russell  Sage  College 

Sarah  Lawrence  College 

Skidmore  College 

St.  Joseph's  College  for  Women 
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New  York — Continued.  Pennsylvania — Continued. 

Syracuse,  University  of  Washington  and  Jefferson  College 

Union  College  Wilson  College 

Vassar  College  Rhode  Island: 

Wells  College  Brown  University 

North  Carolina:  South  Carolina: 

Duke  University  South  Carolina,  University  of 

Johnson  C.  Smith  University  Winthrop  College 

North  Carolina,  University  of  South  Dakota: 

Ohio:  South    Dakota    State    School    of 

Akron,  University  of  Mines 

Case  School  of  Applied  Science  Tennessee: 

Cincinnati,  University  of  Chattanooga,  University  of 

College  of  Mount  St.  Joseph  on  the  Fish  University 

Ohio  Southwestern 

Heidelberg  College  Vanderbilt  University 

Marietta  College  Texas: 

Miami  University  Baylor  University 

Muskingum  College  Our  Lady  of  the  Lake  College 

Oberlin  College  Rice  Institute 

Western  Reserve  University  Texas,  University  of 

Oklahoma:  Incarnate  Word  College 

Oklahoma  A.  &  M.  College  Utah: 

Oregon:  Brigham  Young  University 

Oregon  State  Agricultural  College  Utah  Agricultural  College 

Pennsylvania:  Vermont: 

Allegheny  College  Middlebury  College 

Bryn  Mawr  College  Vermont,  University  of 

Bucknell  University  Virginia: 

Drexel  Institute  College  of  William  and  Mary 

Grove  City  College  East     Radford      State     Teachers 

Immaculata  College  College 

La  Salle  College  Mary  Baldwin  College 

Lehigh  University  Sweet  Briar  College 

Marywood  College  Virginia  Polytechnic  Institute 

Mount  St.  Joseph  College  Virginia,  University  of 

Pennsylvania  College  for  Women  Washington  and  Lee  University 

Pennsylvania  State  College  West  Virginia: 

Pittsburgh,  University  of  West  Virginia  State  College 

Rosemont  College  Wisconsin: 

Seton  Hill  College  Lawrence  College 

St.  Thomas  College  Marquette  University 

Swarthmore  College  Milwaukee-Downer  College 

Temple  University                   '  Wyoming: 

Villanova  College  Wyoming,  University  of 

Dr.  Marvin.  When  this  bill  for  economic  security  came  up,  a 
special  committee  was  appointed  by  the  association,  which  is  composed 
of  Mr.  Joseph  H.  Saunders,  the  chairman  of  the  board  of  trustees  of 
the  National  Education  Association;  Mr.  Robert  L.  Kelly,  the  execu- 
tive secretary  of  the  Association  of  American  Colleges;  Rev.  George 
Johnson,  secretary  of  the  National  Catholic  Welfare  Conference; 
and  Cloyd  H.  Marvin,  president  of  the  George  Washington  Univer- 
sity here,  as  chairman. 

We  feel  that  there  is  a  great  deal  to  be  said  for  the  suggested  bill, 
but  there  are  two  or  three  items  in  it  which  we  should  like  to  call  to 
the  attention  of  the  committee,  with  the  idea  particularly  of  making 
some  modifications  to  meet  specific  conditions  which  would  then  con- 
front us  if  the  bill  were  passed  as  it  is  today. 

In  the  first  place,  from  an  immediate  point  of  view,  a  considerable 
number  of  colleges  and  universities  have  made  provisions  for  ade- 
quate annuities,  which  already  puts  a  heavy  burden  upon  the  funds 
available  for  our  pay  rolls.     Certain  colleges  feel  that  they  are  con- 


1072 


ECONOMIC    SECURITY   ACT 


tractually  bound,  unless  this  bill  were  to  be  so  ordered  as  to  recog- 
nize these  obligations.  This  bill,  as  it  now  stands,  it  seems  to  us, 
would  put  a  second  tax  upon  our  already  too  meager  funds,  so  we 
simply  call  that  pai'ticular  item  to  the  attention  of  the  committee  at 
this  time. 

In  the  second  place,  the  institutions  have  gone  much  further  m 
such  matters  as  tenure  of  services,  and  in  such  matters  as  of  adequately 
protecting  the  pay  rolls  of  the  institutions,  and  industrial  institutions, 
and  I  would  respectfully  submit  the  following  statement  to  that  end. 

These  institutions,  dedicated  to  the  service  of  mankind  and  not 
engaged  directly  or  indirectly  in  carrying  on  their  activities  for  profit, 
sympathize  deeply  with  the  board  humanitarian  purposes  of  the 
President's  social-security  program  embodied  in  what  is  styled  the 
"Economic  Security  Act."  They  wish,  however,  to  point  out  to  the 
Senate  committee  that,  perhaps  through  inadvertence,  tliis  bill  de- 
parts from  a  century-old  public  policy  of  English  and  American  law 
and  fails  to  exempt  from  the  taxes  imposed  by  the  act,  institutions 
organized  and  operated  exclusively  for  religious,  educational,  and 
charitable  purposes.  The  pm"poses  of  this  memorandum  are  not  in 
any  respect  to  place  these  institutions  in  opposition  to  the  objects  of 
the  bill,  but  to  point  out  as  earnestly  as  possible  to  the  committee 
that  the  historic  conception  of  public  poUcy  mentioned  above  operates 
as  stronglv  in  respect  of  the  taxes  imposed  by  this  act  as  it  does  m 
respect  of  all  other  taxes  from  which,  for  centuries,  institutions  of 
this  character  have  been  exempted. 

Taxes  are  a  forced  levy  which  the  Government  imposes  upon  the 
great  body  of  its  citizens  to  provide  for — in  the  liistoric  language  of 
the  Constitution— the  common  defense  and  the  general  welfare.  For 
many  centuries  it  has  been  believed  that  pubhc  poHcy  was  best 
served  by  exempting  from  these  general  levies  institutions  wliich  were 
engaged  exclusively  in  religious,  educational,  and  charitable  acti^dties 
in  order  that  they  might  be  better  enabled  to  pursue  their  humani- 
tarian purposes.  From  a  broad  point  of  view  they  have  always  been 
regarded  as  arms  of  the  Government.  In  the  last  analysis  the  prob- 
lem has  always  been  one,  and  always  must  be  one,  of  evaluating 
social  methods,  for  insofar  as  the  Government  diminishes  by  taxes 
the  resources  of  educational  and  charitable  organizations,  it  diminishes 
their  capacity  for  service  to  their  several  communities  and  increases 
the  burdens  wliich  must  fall  upon  the  Government. 

This  was  never  more  true  than  at  the  present  time.  The  ines- 
capable result  of  imposing  financial  burdens  upon  these  institutions 
at  the  present  time  is  to  enforce  the  curtailment  of  their  activities  in 
the  very  hour  when  the  demand  for  their  services  to  the  community 
is  greatest.  There  never  was  a  time  when  the  need  for  educational 
institutions,  for  hospitals,  for  medical  research,  or  for  the  care  of  the 
destitute  was  greater  than  today.  To  meet  these  needs  privately 
administered  institutions  must  look  to  investments  which  have 
shrunk  and  to  contributors  whose  contracted  incomes  make  them 
less  able  than  ever  before  to  respond  to  the  appeals  which  are  made 
to  them.  .        . 

We  have  said  above  that  it  has  been  the  historic  public  pohcy  ot 
tliis  country  to  exempt  educational  and  charitable  institutions  from 
taxation.  The  laws  of  practically  all  States  and  their  political 
„.a^,i;,^;^;^»^„    ^^-^T^-.rAf    4"T.rM-n    Irx^ol    nrnnortv    tnvps    find    from    snecial 
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assessments  the  property  of  religious,  educational,  and  charitable 
institutions.  The  income  tax  and  inheritance  tax  laws  of  the  several 
States  also  provide  not  only  that  the  income  of  such  institutions  is 
tax  exempt,  but  the  contributions  made  to  them  are  deducted  from 
the  taxable  income  or  estate,  as  the  case  may  be,  of  private  taxpayers. 
The  laws  of  the  Federal  Government  exempt  these  institutions  from 
income  tax  and  also  provide  that  contributions  made  to  them  may 
be  deducted  by  other  taxpayers  in  computing  taxable  income,  taxable 
gifts,  and  taxable  estates.  Indeed  the  decisions  of  the  courts  of 
many  of  the  States  carry  this  principle  beyond  the  realm  of  taxation 
and  hold  that  such  institutions  are  not  liable  in  damages  for  the 
torts  of  their  employees.  The  policy  behind  all  of  the  laws  and 
court  decisions  is  that  the  community  is  best  served  by  permitting 
institutions  devoted  to  humanitarian  work  to  pursue  their  purposes 
with  undiminished  resources. 

The  broad  purposes  of  the  Economic  Security  Act  are  threefold. 
Title  I  provides  for  old-age  assistance  for  persons  who,  either  because 
they  are  already  of  advanced  age  or  for  other  reasons,  are  not  able  to 
build  up  the  annuities  provided  for  in  title  III.  Title  III  provides 
for  a  contributory  old-age  fund  to  which  both  employees  and  em- 
ployers shall  contribute  through  taxes  collected  from  the  employers. 
Title  VI  provides  for  unemployment  compensation  to  be  provided 
by  taxes  levied  upon  the  employers. 

The  taxes  imposed  by  both  title  III  and  title  VI  upon  the  employer 
are  a  percentage  of  his  paj^  roll  on  the  theory  that  the  industry  in 
which  the  employee  is  engaged  is  socially  responsible  for  old-age  as- 
sistance and  unemployment  compensation  and  that  these  two  factors 
are  proper  elements  of  cost  in  the  article  or  service  produced  and  as 
elements  of  cost  must  be  paid  for  by  those  purchasing  the  articles  or 
enjoying  the  services.  There  is  here  a  vital  diifference  between  busi- 
ness organizations  and  educational  and  charitable  institutions.  The 
latter  have  no  product  or  service  for  sale,  but  on  the  other  hand  are 
engaged  solely  in  social  service  in  the  hope  and  in  the  belief  that  the 
results  of  their  efforts  are  of  benefit  to  humanity  generally,  first  by 
developing  human  economy,  again  by  reducing  the  human  wastage 
which  otherwise  the  community  must  bear.  In  fact  the  act  itself 
recognizes  this,  because  in  section  3  it  provides  that  old-age  assistance, 
are  "inmates  of  public  or  other  charitable  institutions."  But  the 
results  of  the  work  of  these  institutions  is  far  broader  than  the  care 
of  the  aged  poor.  By  education  and  by  medical  care  and  research 
and  in  other  ways  their  activities  result  in  making  self-supporting 
many  persons  v/ho  might  otherwise  become  the  objects  of  public  or 
private  care.  These  institutions  earnestly  believe  and  urge  upon  the 
Committee  that  their  diminishing  dollars,  if  left  with  them  to  be 
expended  upon  the  educational  and  charitable  purposes  in  which  they 
are  engaged,  will  lift  greater  burdens  from  the  State  than  if  taken  from 
them  for  the  specific  purposes  of  this  act. 

Specifically,  the  institutions  here  represented  urge  upon  the  com- 
mittee that  the  definitions  of  "employer"  in  section  307  (4)  and  in 
606,  page  43,  line  23,  which  are  now  defined  to  exclude  the  Federal 
Government,  the  States,  political  subdivisions  thereof,  or  other  gov- 
ernmental inst  umentalities,  be  broadened  to  include  also  "a  corpora- 
tion, or  trust,  or  community  chest,  fund,  or  foundation,  organized 
and  operated  exclusively  for  religious,  charitable,  scientific,  or  educa- 
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tional  purposes,  no  part  of  the  net  earnings  of  which  inures  to  the 
benefit  of  any  private  shareholder  or  individual,  and  no  substantial 
part  of  the  activities  of  which  is  carrjang  on  propaganda,  or  other- 
wise attempting  to  influence  legislation." 

On  May  I  interpolate  here  that  we  have  considered  it  a  fundamental 
principle  in  this  country  that  publicly  administered  institutions  and 
privately  administered  institutions  are  all  a  part  of  our  educational 
system.  We  started  with  privately  administered  institutions,  but 
there  is  so  much  in  common  in  the  way  of  private  institutions  having 
public  resources  at  their  command,  and  publicly  administered  insti- 
tutions having  endowments,  that  you  cannot  make  the  differentia- 
tion, and  none  of  us  w^ant  in  this  country  to  make  the  differentiation. 
So  we  say,  if  we  can  make  this  broader  at  this  point  so  there  w^ll  be 
no  differentiation  in  a  fully  accredited  nonprofit  institution  engaged 
in  education,  your  law  would  read  thus:  "To  include  also  'a  corpora- 
tion, or  trust,  or  community  chest,  fimd,  or  foundation,  organized 
and  operated  exclusively  for  religious,  charitable,  scientific,  or  educa- 
tional purposes,  no  part  of  the  net  earnings  of  which  inures  to  the 
benefit  of  any  private  shareholder  or  individual,  and  no  substantial 
part  of  the  activities  of  which  is  carrying  on  propaganda,  or  other- 
wise attempting  to  influence  legislation.'" 

The  result  of  this  amendment  would  not  be  in  any  way  to  deprive 
the  employees  of  these  institutions  of  the  economic  security  which 
the  act  is  designed  to  give  them.  It  would  simpl}^  result  in  enabling 
these  institutions  to  continue  the  social  work  in  which  they  are  en- 
gaged by  exempting  them,  in  accordance  with  historic  precedents, 
from  taxes  which  would  bear  upon  them  with  peculiar  force.  For 
these  institutions,  probably  to  a  much  greater  extent  than  any  busi- 
ness organizations,  find  a  very  large  part  of  their  annual  budget 
devoted  to  compensation  for  services.  They  do  not  buy  and  sell  or 
manufacture  commodities.  Their  activities  consist  in  the  rendering 
by  human  beings  of  services  to  other  human  beings.  Thus  a  much 
greater  percentage  of  their  total  expenses  consists  in  pay  roll.  Thus 
a  tax  based  upon  pay  roil  would  take  a  greater  proportion  of  their 
income  than  would  be  the  case  in  a  business  organization.  Further- 
more, they  have  no  source  such  as  the  cost  of  goods  or  services  sold 
from  which  to  recover  this  loss  of  resources.  The  onh^  possibility 
open  to  them  is  to  curtail  their  activities,  and  retrenchment  in  their 
case  must  mean  not  only  the  creation  of  the  very  unemployment 
which  the  act  is  designed  to  prevent,  but  also  the  curtailment  of 
vitallv  needed  social  work. 

Furthermore,  the  imposition  of  pay-roll  taxes  upon  these  institu- 
tions would  not  only  be  a  departure  from  the  historic  precedent  of 
taxation  which  we  have  already  referred  to,  but  would  establish  at 
the  same  time  conflicting  policies  of  taxation  by  the  Federal  Govern- 
ment, for  the  revenue  act  not  only  are  tliese  institutions  exempt  from 
income  tax — Revenue  Act  of  1934,  section  101  (C-,) — but  contributions 
to  them  are  deductions  from  the  taxable  incon-e.  gifts,  or  estates  of 
the  contributors— Revenue  Act  of  1934,  section  23  (o);  Revenue  Act 
of  1932,  section  505  (a)  (2),  and  Revenue  Act  of  1926,  section  303 
(a)  (3). 

Thus  the  Federal  Government  will  be  in  one  series  of  acts  encourag- 
ing the  activities  of  private  educational  and  charitable  institutions  by 
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while  -at  the  same  time  in  other  legislation  it  will  be  curtailing  their 
activities  by  taking  back  in  taxes  some  of  the  very  income  which  it  has 
already  exempted.  In  harmony  with  the  national  policy  respecting 
institutions  of  this  kind  followed  up  to  this  time  is  the  action  taken  by 
the  National  Recovery  Administration  on  or  about  September  8, 
1933,  "That  schools,  colleges,  universities,  churches,  hospitals,  and 
charitable  institutions  supported  by  public  subscriptions,  not  operated 
for  profit,  except  so  far  as  they  may  be  engaged  in  the  operation  of 
trade  or  industry,  need  not  come  under  the  provisions  of  the  National 
Recovery  Act."  Congress,  we  believe,  is  not  prepared  to  depart 
from  the  wise  policy  which  for  so  many  years  has  believed  it  desirable 
to  foster  private  educational  and  charitable  institutions.  While  the 
demands  upon  the  State  are  continually  increasing,  and  while  the 
State  now  conducts  both  educational  and  charitable  institutions,  it  is 
wise  policy  to  continue  as  many  of  these  activities  as  possible  in 
priA^ately  administered  organizations.  The  contributions  which 
private  organizations  in  the  field  of  education,  medicine,  and  research 
have  made  are  clear  proof  of  their  value.  The}'^  are  a  clear  indication 
that  such  a  drastic  change  m  the  system  of  education  and  the  manner 
of  caring  for  the  sick  as  would  result  if  private  institutions  as  the 
result  of  taxation  should  be  forced  to  become  public  institutions,  is 
not  one  which  we  believe  that  Congress  would  willingly  bring  about. 

We  have  said  that  the  amendments  which  we  have  suggested  will 
not  deprive  the  employees  of  these  institutions  of  any  degree  of 
economic  security.  So  far  as  old-age  systems  are  concerned,  title  I 
of  the  act  recognizes  that  there  will  always  be  many  persons  who 
ca.'mot  be  cared  for  under  the  contributory  old-age  annuities  provided 
for  in  title  III.  Title  I,  undertakes  to  provide  for  their  future  by 
public  funds,  equally  contributed  by  State  and  Federal  Governments. 
These  persons  are  not  merely  those  who,  at  the  present  time,  are  of 
such  advanced  age  that  they  will  not  be  able  to  build  up  contributory 
annuities.  They  also  include  the  large  number  of  persons  who  are 
employed  by  State  and  local  governmental  instrumentalities,  and 
the  even  larger  number  who  are  not  employed  but  who  conduct  small 
businesses  of  their  own.  Sound  weighing  of  social  values  would  place 
in  this  group  such  employees  of  charitable  institutions  who  are  not 
able  during  their  active  period  to  provide  for  their  old  age. 

Turning  to  the  subject  of  unemployment,  we  believe  that  the  con- 
siderations which  make  desirable  a  tax  upon  the  pay  rolls  of  business 
organizations  in  times  of  prosperity  to  provide  a  fund  for  unemploy- 
ment compensation  in  times  of  depression,  are  not  applicable  to  educa- 
tional and  charitable  institutions.  There  is  comparatively  little 
unemployment  in  this  field.  The  tenure  for  a  large  proportion  of  the 
teachers  in  privately  administered  institutions  is  permanent.  During 
periods  of  depression,  the  work  which  these  institutions  are  called 
upon  to  perform  increases  rather  than  diminishes.  On  the  other 
hand,  if  the  income  of  these  institutions  is  diminished  by  a  pay-roll 
tax  which,  as  we  have  pointed,  must  bear  with  peculiar  force  upon 
them,  there  is  a  certainty  that  their  activities  must  be  curtailed  and 
the  number  of  their  employees  considerably  diminished. 

Furthermore,  an  unusually  large  percentage  of  those  receiving  com- 
pensation from  these  institutions  would  not  participate  in  unemploy- 
ment insurance  benefits  under  the  act,  since  approximately  60  percent 
of  the  persons  on  their  pay  roll  are  professional  persons,  or  administra- 
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tive  officers  receiving  more  than  $250  a  month.  And,  finally,  it  should 
be  pointed  out  that  the  exemption  of  these  institutions  from  the  pay- 
roU  tax  proposed  by  section  601  would  not  mean  that  should  any 
unemployment  among  their  employees  result,  they  would  not,  under 
Stui.6  piuxis,  L.e  entitled  to  unemployment  benefits.  It  would  simply 
mean  that  just  as  the  salaries  of  these  persons  when  they  are  working 
are  a  social  cost  borne  by  contributions,  so  their  compensation  if 
unemployed  would  be  a  social  cost  borne  by  general  taxation. 

In  presenting  these  views,  the  institutions  here  represented  are  not 
moved  by  any  narrow  or  selfish  interest.  The  funds  which  they  expend 
are  not  their  funds.  They  are  given  to  them  in  trust  by  those  who 
believe  that  the  ends  which  they  pursue  are  of  paramount  social 
importance.  In  the  past,  both  the  Federal  and  the  local  governments 
have  had  this  same  belief,  and  have  acted  upon  the  policy  that  social 
ends  were  best  served  by  permitting  these  institutions  to  expend  their 
trust  funds  for  their  educational  and  charitable  purposes,  \\-itliout 
diminution  by  taxation.  These  institutions  believe  that  this  policy 
is  more  than  ever  sound  at  the  present  time  and  as  appUed  to  the 
present  legislation. 

The  Chairman.  Thank  you,  Doctor.  That  matter  will  be  taken 
under  consideration. 

Professor  James  R.  Earkland,  American  Council  on  Education. 

Dr.  Marvin.  Professor  Kirkland  yields  Ms  time  this  morning. 

The  Chairman.  Thank  you  very  much.  Miss  Grace  Abbott. 
Miss  Abbott  is  editor  of  the  Social  Service  Review  and  professor  of 
public  welfare,  University  of  Chicago. 

STATEMENT  OF  MISS  GRACE  ABBOTT,  CHICAGO,  ILL.,  EDITOR 
SOCIAL  SERVICE  REVIEW  AND  PROFESSOR  OF  PUBLIC  WELFARE, 
UNIVERSITY  OF  CHICAGO 

Miss  Abbott.  I  wanted  to  speak  about  several  of  the  points  in  the 
bill  in  which  I  am  especially  interested  because  of  my  previous 
work.  I  am  most  interested  in  the  child-welfare  and  child-health 
aspect  of  the  bill.  However,  I  think  we  should  say  that  in  its  larger 
aspect  the  whole  measure  will  promote  the  welfare  of  children,  because 
the  welfare  of  children  is  promoted  by  unemployment  compensation 
and  even  by  old-age  insurance  and  annuities,  because  the  burden  of 
the  care  of  the  aged  upon  those  in  middle  age  must  usually  be  bal- 
anced against  the  proper  care  for  the  children.  So  that  in  the  under- 
taking of  this  burden,  we  really  get  relieved  by  the  family  budgets 
considerable  sums  to  go  for  children.  So  that  in  many  respects  this 
whole  recognition  of  Government  responsibility  for  social  security 
means  that  the  place  of  the  child  will  also  be  made  much  more  secure 
than  it  has  been  in  the  past. 

I  wanted  to  speak  especially,  before  I  talk  about  the  child-welfare 
measures  which  are  more  specific  in  the  bill,  about  the  imemployment- 
compensation  provisions,  especially  about  the  form  in  which  the  bill 
is  drawn  and  the  fact  that,  to  a  very  considerable  extent,  standards 
are  omitted  from  the  bill. 

I  am  really  very  much  in  favor  of  tliis  form  of  the  bill.  I  come  to 
tliis  conclusion  because  I  think  it  represents  a  national  scheme  with 
State  cooperation,  and  I  think,  after  all,  that  is  about  the  most  that 
we  ought  to  expect  in  our  federal  form  of  government.     If  it  is  upheld 
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by  the  courts  and  experience  shows  that  further  uniformitj^  is  desir- 
able, it  is  perfectly  possible  to  add  to  the  standards  at  any  time, 
because  the  legislation  will  be  in  existence  then.  We  will  have  a 
national  framework,  at  least,  and  within  that  national  framework 
the  States  are  given  certain  authority. 

We  have  under  the  proposed  bill  uniformity  in  the  tax  levy,  so 
that  the  competitive  aspect  is  withdrawn.  We  also  have  uniformity 
in  safeguarding  the  funds.  We  have  uniformity  in  the  establishment 
that  shall  be  at  least  a  fund  that  exists,  with  not  more  than  1  percent 
contracted  out,  and  that  by  individual  firms  and  corporations,  and 
with  the  terms  under  which  they  can  contract  out  safeguarded  by 
the  bill.  So  I  think  we  begin  with  a  minimum  of  standards  and  we 
allow  for  great  diversity  then  in  development.  Wliile  this  creates 
confusion,  it  is  almost  an  inevitable  confusion,  in  view  of  the  very 
different  industrial  developments  that  there  is  in  different  parts  of 
the  country. 

-vioreover,  I  am  very  strongly  for  it  on  another  ground,  and  that 
is  should  the  Federal  statutes  not  be  upheld  if  the  present  form  of 
the  Wagner-Lewis  bill  is  followed,  we  shall  then  at  least  have  the 
State  measures,  and  that,  I  should  think,  was  almost  the  deciding 
factor  in  favor  of  this  as  compared  with  what  has  been  perhaps  mis- 
named the  subsidy  form.  In  the  President's  Advisory  Committee 
on  Economic  Security,  the  majority  of  the  members  were  in  favor  of 
the  so-called  "subsidy"  form,  but  in  the  report  of  the  council  that 
we  sat  with,  all  of  the  members  recognized  that  each  type  of  Federal 
law  has  distinct  merit,  and  the}^  wished  their  vote  to  be  interpreted 
not  as  necessarily  approving  either  type  of  law  but  merely  as  pre- 
ferring one  to  the  other. 

So  I  think  the  present  form  of  the  Wagner-Lewis  bill  will  give  us 
what  we  need,  pressure  at  the  present  time  on  the  States  to  enact 
unemployment-compensation  laws,  and  at  the  same  time  a  Federal 
shell  which  can  be  extended  as  experience  indicates  it  is  necessary 
to  be  extended,  and  standards  can  be  added  as  they  need  to  be 
added.  If  you  take,  for  example,  the  question  of  what  ought  to  be 
a  bottom  wage  in  it,  the  difference  between  the  North  and  South  is 
so  great  that  if  we  wrote  into  the  law  a  standard  of  $10  a  week,  we 
would  have  one  section  of  the  country  saying  it  was  too  high  and 
another  saying  it  was  too  low.  And  on  such  questions  as  how  long 
the  benefits  shall  run,  there  are  very  different  opinions.  If  we  have 
a  long  waiting  period,  those  who  are  unemployed  for  a  long  period 
will  get  more  and  those  who  are  unemployed  for  a  short  period  will 
get  less.  A  larger  number  are  unemployed  for  a  short  period,  and  it 
may  be  for  the  benefit  of  the  working  group  to  have  a  larger  amount 
for  a  short  period  than  to  have  the  long  period  at  a  very  low  rate, 
as  the  English  have  done,  such  a  low  rate  that  it  merely  is  the  destitu- 
tion level  and  nothing  more. 

Then  I  wanted  also  to  speak  about  title  II. 

Senator  Costigan.  Miss  Abbott,  before  you  proceed,  may  I  ask 
whether  social-welfare  experts,  among  whom  you  are  conspicuous,  are 
agreed  in  the  recommendations  you  are  making  to  the  committee? 

Miss  Abbott.  No  ;  there  would  be  very  serious  disagreement  inside 
the  group.     We  are  located  in  the  country  at  large. 

Senator  Costigan.  In  this  morning's  copy  of  the  Washington 
Post,  I  noticed  a  reference  to  a  statement  issued  by  a  distinguished 
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group  of  such  experts,  in  which  apparently  they  laid  stress  on  the 
importance  of  grants-in-aid  by  the  Federal  Government  to  States, 
and  the  maintenance  through  that  type  of  legislation,  of  minimum 
standards  in  the  States.  You  are  famihar  with  that  type  of  recom- 
mendation, of  course.  If  I  understand  your  testimony,  you  do  not 
join  the  group  who  make  that  recommendation. 

Miss  Abbott.  No;  I  do  not,  at  this  stage.  I  think  we  have  in  the 
Wagner-Lewis  type  of  bill,  a  basis  for  that,  if  we  desire.  It  can  be 
added  on  at  any  time.  We  can  put  more  standards  in,  and  if  the  bill 
is  sustained  and  the  experience  warrants,  then  I  think  the  standards 
should  be  written  in.     We  have  minimum  standards  now. 

Senator  Costigan.  In  other  words  you  approve  minimum 
standards? 

Miss  Abbott.  I  do. 

Senator  Costigan.  But  you  feel  that  even  more  important  at  this 
hour  is  the  enactment  of  legislation  which  looks  to  the  great  ends  of 
social  betterment? 

Miss  Abbott.  Yes.  I  think  we  are  not  at  all  agreed  as  to  what 
minimum  standards  we  would  write  in,  because  we  have  no  experience 
on  wliich  to  write  them.  If  we  say  we  want  4  weeks'  waiting  period 
and  so  many  periods  of  benefit,  we  have  actuarial  figures  on  which  a 
guess  is  made,  but  those  actuarial  figures  are  based  upon  "snakes 
and  snails  and  puppy-dog  tails"  as  far  as  statistics  are  concerned. 
There  is  no  data  that  is  adequate.  We  have  kept  no  record  of  unem- 
ployment in  this  country  which  enables  you  to  make  a  Nation-wide 
statement  about  it.  We  shall  begin  with  this  system.  We  will  then 
know  w^hat  our  funds  will  give  us,  and  we  shall  not  know  until  we 
get  that  type  of  material.  To  write  in  a  short-waiting  period,  a  long 
period  of  benefits  and  a  liigh  rate  of  payment  as  a  gesture,  when  we 
do  not  have  the  information  on  which  to  do  it,  seems  to  me  not  to  be 
warranted. 

Now  in  the  terms  of  the  Wagner-Lewis  Act,  it  is  especially  provided 
that  such  funds  as  are  collected  must  all  be  spent  for  benefits.  So 
that  with  the  exception  of  the  small  amount  that  is  taken  out  for 
administration  of  the  act,  so  that  we  are  sure  that  that  must  go  for 
this  purpose,  and  as  along  as  we  are  sure  that  that  must  go,  I  am  very 
eager  to  see  some  experimentation,  with  short  ^yaiting  periods  and 
liigh  rates  of  benefit,  and  so  on,  and  find  out  which,  after  all,  w^orks 
out  to  the  best  advantage  of  the  working  group  here  in  tliis  country. 

Senator  Costigan.  Mr.  Paul  Kellogg,  editor  of  the  Survey  Graphic, 
testifying  here  the  other  day,  said  in  part: 

Such  minimum  standards  should  let  every  wage  earner  in  the  United  States 
know,  no  matter  where  he  lives  or  works,  the  leas  t  he  can  count  on  with  respect 
to  the  share  of  his  wages  that  would  go  to  him  as  benefits,  the  length  of  the  benefits, 
the  waiting  period,  the  work  record  that  will  qualify  him  for  benefits,  his  standing 
as  a  part-time  worker,  the  worker  who  moves  from  State  to  State,  his  rights  to 
work  benefits,  equal  cash  benefit  to  States,  and  the  other  terms  which  are  the 
measure  of  security. 

Do  you  except  from  your  remarks  any  of  these  standards? 

Miss  Abbott.  I  would  except  a  number  of  them  as  being  applicable 
at  the  present  time.  I  do  not  think  it  is  possible  to  write  into  this 
bill  what  we  want  now  in  the  way  of  waiting  periods,  amount  of 
benefits,  and  so  on,  because  we  really  do  not  have  it,  and  when  we 
get  the  Federal  law,  we  do  not  experiment  with  whether  it  is  better 
m  fact,  to  have  a  longer  waiting  period  and  then  a  longer  period  of 
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benefits  for  the  unemployed,  or  a  shorter  waiting  period  and  not  have 
it  run  as  far,  and  various  other  things  of  that  sort,  we  get  only  the  one. 

Senator  Costigan.  Nevertheless,  if  I  understand  you,  you  regard 
these  as  desirable,  ultimate  legislative  and  administrative  ends. 

Miss  Abbott.  Yes,  I  do ;  after  we  get  the  experience  on  which 
they  can  be  based.  But  even  so,  I  think  there  will  be  some  stand- 
ards which  ought  to  be  written  into  a  State  law,  which  it  would  be 
very  difficult  for  many  years  to  come  to  write  into  a  Federal  law, 
such  as  the  bottom  of  what  the  payment  shall  be,  and  the  upper  of 
what  the  payment  shall  be,  because  of  the  difference  in  wage  scales 
in  different  parts  of  the  country.  So  I  think  this  general  language 
has  real  advantages. 

Senator  Costigan.  Mr.  Chairman,  I  suggest,  in  connection  with 
one  of  the  questions  asked  Miss  Abbott,  that  there  be  placed  in  the 
record  the  statement  published  in  this  morning's  Washington  Post, 
which  states  the  views  of  certain  prominent  social  workers. 

The  Chairman.  That  may  go  in  following  Miss  Abbott's  testimony. 

Miss  Abbott.  I  wanted  to  speak  also  about  the  provision  for  the 
care  of  dependent  children,  title  II  of  the  bill.  These  acts  are  com- 
monly known  as  "Mothers  Aid  Acts",  although  they  are  not  aids 
for  mothers — they  are  aids  for  children. 

The  first  law  of  this  sort  was  passed  in  Illinois  in  1911.  I  have 
been  making,  with  one  of  the  graduate  students,  a  little  study  of 
mothers'  pensions  and  we  find  that  while  Illinois  is  very  much  in  favor 
of  them  and  was,  as  I  say,  the  State  to  lead  off  with  the  first  mothers' 
aid,  that  the  present  provision  is  quite  inadequate.  That  is,  for 
example,  on  January  25,  1935,  in  Cook  County  there  were  1,434 
families,  with  4,186  children  on  mothers'  aid.  Now  the  number  of 
mothers  on  the  waiting  list  for  this,  at  the  Juvenile  Court,  was  7,942, 
with  1,434  getting  aid,  and  the  number  being  cared  for  oa  relief  rolls 
who  were  entitled,  in  the  opinion  of  the  relief  administration,  to 
mothers  aid,  but  for  whom  funds  were  not  available  for  that  purpose, 
amounted  to  3,870.  So  that  there  is  a  very  large  number  who  are 
eligible  but  who  are  not  getting  mothers'  aid. 

More  than  that,  in  some  counties,  no  mothers'  aid  was  being 
granted.  The  average  grant  varied  greatly.  It  varied,  for  example, 
from  $19  per  cliild  per  year,  as  an  average  grant  in  Jackson  County, 
111.,  to  $274  in  Woodford  County,  $194 ^in  Cook  County,  and  $238, 
for  example,  in  Lake  County.  So  that  the  provisions  being  made  for 
children  varied  very  seriously  and  needed  to  be  straightened  out. 

In  IlUnois,  the  local  counties  are  contributing,  rouglily,  a  million 
and  a  half  toward  the  public  care  of  children.  The  State  is  contribut- 
ing another  half  a  million.  As  you  can  see,  this  by  no  means  takes 
care  of  the  problem. 

Now,  the  numbers  who  are  in  need  of  care  of  this  sort  have  vastly 
increased  as  the  result  of  the  depression.  That  is,  mothers  who  under 
normal  circumstances  would  have  been  able  to  take  care  of  their 
children  without  outside  assistance,  have  lost  their  little  savings 
through  banks  that  failed,  through  insurance  companies  that  failed, 
and  through  the  fact  that  others  who  have  contributed  to  their  support 
and  enabled  them  to  take  care  of  their  children  are  no  longer  able 
to  do  so. 

Now,  the  basic  principle  of  the  mothers'  aid  law  is  that  we  know 
that  when  a  woman  is  left  with  children  to  support,  and  she  belongs 
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not  to  the  highest  paid  but  to  the  lower  income  group,  that  she  cannot 
possibly  carry  both  the  burden  of  supporting  the  children  and  of  caring 
for  the  children.  If  we  undertake  to  have  her  support  the  children, 
we  do  it  at  great  cost.  The  children  can  be  taken  care  of  more  cheap  y 
in  theii'  own  homes  by  their  mothers  than  they  can  be  taken  care  of  in 
foster  homes  or  in  institutions.  It,  therefore,  is  not  only  sound  from 
a  humanitarian  and  child  welfare  standpoint,  but  it  is  economically 
sound  also,  and  this  grant-in-aid  which  it  is  proposed  shall  be  made 
available  to  the  States,  and  wliich  it  is  proposed  should  contemplate 
increased  State  contributions,  will  mean  that  these  waiting  lists  will 
largely  be  wiped  out. 

At  the  present  time  we  estimate  that  there  are  about  300,000 
children  in  the  country  being  taken  care  of  under  mothers'  aid  pro- 
visions, and  that  there  are  at  least  another  300,000  that  would  or 
should  be  eligible  today  who  are  not  getting  the  mothers'  aid,  and 
consequently  the  number  ought  to  be  just  about  double. 

The  amount  that  is  given  in  the  bill  is  not  as  much  as  is  now  being 
spent  by  the  relief  administration  for  the  care  of  families  that  roughly 
come  into  this  category.  I  say  "roughly"  because  they  haven't 
actually  been  investigated  to  find  out  w^hether  they  meet  every  one 
of  the  legal  requirements  of  the  mothers'  aid  laws  in  the  various 
States,  but  they  generally  belong  in  that  category. 

Senator  Black.  Excuse  me  just  a  minute. 

Miss  Abbott.  Yes. 

Senator  Black.  You  said  the  amount  is  less.  Do  you  have  the 
figures  there  of  how  much  the  relief  administration  is  spending? 

Miss  Abbott.  I  do  not  have  it  so  I  can  give  it  to  5^ou  easily.  I 
would  be  very  glad  to  put  it  in  the  record.  I  have  it  in  my  notes, 
but  it  will  take  a  little  time  to  find  it. 

Senator  Black.  You  say  the  amount  is  less.  Do  you  recall  how 
much  less? 

Miss  Abbott.  Something  like  $10,000,000  or  $15,000,000  less,  but 
I  should  be  very  glad  to  put  that  into  the  record. 

These  laws  are  predicated  on  the  theory  that  long  time  care  is 
necessary  for  the  children,  that  the  mother's  services  are  worth  more 
in  the  home  than  they  are  in  the  outside  labor  market,  and  that 
consequently  she  should  be  enabled  to  stay  home  and  take  care  of 
the  children,  and  we  expect  she  will  have  to  do  so  until  the  children 
reach  the  working  age.  Consequently  the  great  value  of  putting 
the  mother  in  a  separate  category  for  mothers'  aid  is  that  you  estab- 
hsh  and  give  security  then  to  the  mothers  on  this  basis  in  the  care 
of  the  children,  they  know  what  they  are  going  to  get,  they  know 
they  are  going  to  get  it  over  a  period  of  years  and  they  can  really 
plan  for  it,  so  it  is  much  better  done  that  way  than  it  otherwise 
would  be. 

Now,  I  am  sorry  to  say  I  do  not  agree  with  the  lodging  of  the  ad- 
ministration of  the  mothers'  aid  in  the  Federal  Emergency  Relief 
Administration,  or,  as  the  Act  provides,  such  other  Government 
bureau  as  the  President  may  designate.  This  contemplates  per- 
manent legislation.  The  Federal  Emergency  Relief  Administration 
is  temporary,  it  deals  with  temporary  agencies  in  the  states.  The 
mothers'  aid  laws  are  administered  by  permanent  agencies  in  the 
States,  and,  generally  speaking,  we  hope  they  will  be  administered 
State  departments  of  public  welfare  and  local  departments  of  public 
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welfare.  It  seems  to  me  a  very  great  mistake  to  lodge  this  in  the 
Federal  Relief  Administration.  I  think  it  belongs  in  the  Children's 
Bureau,  where  the  mothers'  pension  has  been  a  subject  of  study  for 
all  the  years  that  the  Children's  Bureau  has  been  in  existence,  and  I 
think  you  would  find  that  state  departments  of  public  welfare  would 
generally  prefer  administration  by  the  Children's  Bureau  to  adminis- 
tration by  the  Emergency  Relief  Administration  which  is,  after  all, 
in  another  category  entirely,  as  a  temporary  emergency  administration 

Then  I  would  like  to  speak  also  about  the  child-health  provisions 
of  the  bill,  and  the  general  health  provisions  of  the  bill.  I  am  very 
much  in  favor  of  this  provision  of  grant-in-aid  to  be  administered  by 
the  Children's  Bureau  for  the  promotion  of  the  health  of  mothers 
and  children. 

That  there  is  at  the  present  time  a  great  need  for  this  legislation 
is  evidenced  by  the  fact  that,  generally  speaking  the  child-hygiene 
divisions  of  the  State  departments  of  health  have  suffered  very  much 
during  the  depression.  Their  budgets  have  been  seriously  cut  and 
their  effectiveness  has  thereby  been  greatly  lessened. 

We  always  need,  in  addition  to  the  provision  that  has  been  made 
for  the  general  health,  a  special  provision  for  the  children.  The 
measures  that  take  care  of  adults  are  not  adequate  for  the  care  of 
children,  because  childhood  is  a  period  of  growth  and  development 
and  we  need  a  special  program,  if  we  are  going  to  insure  maximum 
care  of  the  children,  development  of  the  children. 

I  am  especially  struck  with  the  need  of  this  when  I  see  the  differ- 
ence in  the  urban  and  rural  rate  of  infant  mortality.  Now,  one 
would  expect,  of  course,  that  the  rural  rate  wculd  be  lower  than  the 
urban  rates.  Normally  the  country  is  regarct  .1  as  a  safer  place  for 
children,  and  it  ought  to  be  a  safer  place  for  ciiildren.  It  has  one  of 
the  advantages  that  belongs  to  country  children  as  a  birthright. 
Although  they  miss  certain  other  opportunities,  at  least  it  should  be  a 
healthier  place  for  children  to  be.  Well,  now,  it  used  to  be.  But  as 
the  services  for  the  care  of  children  have  been  developed  by  city 
health  departments  and  infant  welfare  societies,  and  other  agencies 
of  that  sort,  the  urban  community  has  gained  on  the  rural  community, 
so  that  since  1928  the  urban  infant  death  rate  has  been  lower  than 
the  rural  infant  death  rate.  For  example,  we  had  in  1918  an  urban 
death  rate  of  108  and  a  rural  death  rate  of  94.  By  1920  the  urban 
death  rate  was  91  and  the  rural  rate  was  81.  By  1929  the  urban  rate 
was  66  and  rural  rate  was  69.  That  meant  that  the  rural  rates,  when 
you  go  through  it  in  detail,  were  higher  than  the  urban  rates  in  22 
States.  Those  22  States  are  Arizona,  California,  Colorado,  Connec- 
ticut, Delaware,  Florida,  Illinois,  Maryland,  Massachusetts,  Min- 
nesota, Montana,  Nevada,  New  Jersey,  New  York,  North  Dakota, 
Oklahoma,  Oregon,  Pennsylvania,  Urah,  Vermont,  Washington,  and 
Wyoming,  a  very  representative  list  as  far  as  coverage  is  concerned. 
Since  that  time  they  have  varied  somewhat.  Sometimes  the  urban 
rate  has  been  a  little  higher,  or  the  rural  rate,  where  they  were  close 
together,  has  remained  higher. 

I  have  these  represented  in  two  graphs,  one  for  the  birth-registration 
areas  since  1915.  The  dotted  line  is  the  rural  area,  and  you  will  see 
in  1929  it  passed  the  urban  and  became  higher  than  the  urban  rate 
was,  and  has  remainded  higher  from  that  time  on. 
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This  one  is  for  the  area  as  of  1921,  because  that  is  a  constant  area. 
The  numbers  in  the  birth-registration  area  having  increased  since 
that  time,  so  it  is  a  Httle  more  accurate.  I  should  Uke  to  leave  these 
with  you. 

The  Chairman.  I  wish  you  would  properly  designate  them  so  they 
can  be  identified,  and  I  wish  you  would  turn  them  over  to  the  clerk. 

Miss  Abbott.  I  would  be  glad  to. 

Senator  Black.  I  do  not  exactly  understand  who  is  included  in  that 
death  rate.     Does  that  include  all  the  deaths  that  occuiTed? 

Miss  Abbott.  No;  the  babies  that  died  in  the  first  year  of  life.  It 
is  the  proportion  of  those  that  were  born  and  that  died  in  the  first 
year  of  life. 

Senator  Costigan.  Miss  Abbott,  have  you  given  an  explanation 
of  your  reasons  for  these  changes  in  relative  death  rates? 

Miss  Abbott.  I  would  like  to  reemphasize  that.  The  reason  is 
that  we  have  steadily  developed  in  the  urban  area  the  type  of  services 
that  enable  the  mother  to  give  expert  care  in  the  raising  of  her  chil- 
dren— the  rearing  of  her  children — and  she  does  not  get  those  in  the 
rural  areas.  The  reason  why  we  want  this  money  to  be  distributed 
through  the  child-hygiene  divisions  of  the  State  departments  of  health, 
in  cooperation  with  the  Children's  Bureau,  is  to  make  available  in 
rural  areas  the  same  type  of  facilities  that  in  the  urban  areas  have 
reduced  infant-mortaUty  rates,  and  we  hope  very  much  that  we  shall 
get  an  opportunity  to  do  what  it  seems  to  me  means  a  restoring  to  the 
rural  child  what  ought  to  be  its  birthright,  not  the  same  rate  but  a 
lower  rate  than  the  urban  child  has,  because  it  ought  to  be  easier  to  do 
it  in  the  country  than  it  is  in  the  city,  where  the  compHcations  of  one 
kind  and  another  make  it  harder  to  safeguard  health  than  it  is  in  the 
rural  area. 

Now,  of  course,  the  unit  cost  in  the  rural  area  is  higher  than  in  the 
urban  area  because  of  the  numbers  that  are  served  in  the  small  area 
in  the  city  and  it  is  for  that  reason  that  we  think  a  subsidy  is  par- 
ticularly needed  in  order  to  make  sure  that  the  interests  of  the  child 
are  safeguarded. 

Senator  Black.  Miss  Abbott,  would  you  be  diverted  if  I  asked  you 
a  question? 

Miss  Abbott.  I  would  be  delighted  to  have  you  ask  me  any  question 
you  want. 

Senator  Black.  I  am  interested  very  much  in  the  observation  you 
made.  I  am  wondering  if  you  would  go  a  httle  more  in  detail  as  to 
what,  in  your  judgment,  has  brought  about  this  decreased  mortahty 
in  the  city,  what  nature  of  services.  In  other  words,  somebody  will 
say,  "Well,  they  have  more  doctors  who  can  wait  on  them." 

I  would  like  to  get  your  idea  as  to  how  much  of  that  you  attribute 
to  State  health  and  Government  health  agencies.  In  what  way  has 
that  help  been  given,  whether  by  medical  treatment,  nurses,  hospi- 
talization, or  how? 

Miss  Abbott.  Well,  of  course  the  greatest  value,  so  far  as  the 
children  are  concerned,  is  to  prevent  them  from  becoming  sick,  and 
the  way  to  prevent  them  from  becoming  sick  is  to  have  them  under 
medical  supervision  from  the  beginning,  and  they  get  good  medical 
supervision  in  large  numbers  through  child-health  centers  that  are 
established  in  urban  communities  by  city  health  departrnents.  The 
mother  ffoes  there  with  her  child  and  she  gets  instructions  in  the  scien- 
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tific  care  of  the  children,  advice  is  given  as  to  feeding,  the  child  is 
weighed,  the  child  is  kept  under  care.  If  the  child  is  sick,  it  is  sent  to 
another  place.  This  is  a  preventive  health  measure  that  I  have  in 
mind  here  and  not  the  care  of  the  sick  children. 

Of  course,  there  are  many  factors  in  a  low  infant-mortality  rate 
but  the  most  important  thing  in  not  only  reducing  the  infant-mor- 
tality rate  but  of  making  the  children  healthier,  stronger,  better 
children  is  this  education  of  parents  in  the  care  of  children.  Mothers 
do  not  know,  just  because  they  are  mothers,  how  to  care  for  children 
in  a  scientific  way,  and  if  they  get  that  supervision,  they  do  know  it. 

Novr,  of  course,  a  well-to-do  mother  employs  a  pediatrician  to 
supervise  the  child.  The  poorer  mother  goes  to  the  child-health  center 
for  the  same  type  of  supervision,  and,  more  than  anything  else,  that 
is  the  explanation  of  the  reduction  in  the  death  rate.  Of  coarse,  it  is 
a  very  low  measure  of  the  effectiveness  of  such  centers,  because,  after 
all,  just  keeping  your  life  is  relatively  little.  The  point  is  that  they 
are  not  only  kept  alive  but  they  are  enormously  happier,  they  are 
better-developed  children  than  they  are  under  the  other  circum- 
stances. 

Senator  Black.  Do  I  get  it  clear  that  your  idea  is  the  well-to-do 
get  no  better  service,  necessarily,  than  they  did,  but  the  benefit 
comes  as  a  whole  from  the  fact  that  those  who  have  heretofore  been 
unable  to  obtain  the  proper  training  and  learned  the  method  of  pre- 
venting disease  have  a  chance  to  grow^  and  get  it  without  cost  to  them- 
selves? 

Miss  Abbott.  Yes.  Of  course  we  have  done  a  great  deal  in  edu- 
cating parents  in  child  care.  For  instance,  the  Children's  Bureau 
publication  "Infant  Care"  has  been  circulated  by  millions,  it  has 
been  sold  by  millions  as  well  as  circulated  free,  it  is  in  the  hands  of 
the  mother  and  is  a  scientific  instruction  in  the  care  of  children.  It 
has  been  written  by  some  of  the  ablest  pediatricians  in  the  country, 
in  cooperation  with  the  pediatricians  for  the  Children's  Bureau. 

No  two  children  are  alike.  They  talk  with  the  doctors  not  in 
terms  of  a  general  child  but  in  terms  of  the  individual  Mary  or 
Johnnie,  with  whom  the  advice  on  infants'  care  does  not  work,  and 
consequently  they  need  explanations,  and  of  course  all  of  us  profit 
by  that  kind  of  checking  it  out,  as  well  as  by  reading  about  it,  and 
consequently  we  need  that  child  health  center. 

Now,  the  thing  that  would  be  done  is  that  in  the  child-hygiene 
division  of  the  State  department  of  health  they  would  try  to  estab- 
lish this  type  of  center  in  a  rural  area.  A  great  many  have  been 
established  in  rural  areas,  and  there  is  a  chance  for  them  to  get  that 
information,  but  it  is  very,  very  far  from  being  adequate  over  the 
country.  The  numbers  have  been  reduced  during  the  depression, 
consequently  there  has  been  a  real  loss  as  the  result  of  that  fact. 

I  think,  unless  there  are  some  questions,  that  I  will  not  undertake 
to  say  anything  more.  I  did,  however,  have  in  mind  to  say,  when  I  was 
talking  about  unemployment  compensation,  that  I  feel  very  strongly, 
if  I  may  revert  to  that,  that  employees  should  not  be  taxed.  If  we 
tax  the  employees,  it  merely  becomes  a  compulsory  saving  device 
and  it  is  not  a  matter  of  fundamental  justice  to  employees  in  this 
matter  of  unemployment.  Even  if  we  enact  the  Wagner-Lewis  bill, 
and  any  type  of  State  bill  that  I  have  heard  under  consideration,  the 
heaviest  burden  of  unemployment  will  fall  on  the  worker.     That  is, 
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he  has  a  waiting  period  in  which  he  bears  the  whole  cost  of  the  un- 
employment. Dm-ing  the  period  that  benefits  are  paid  he  gets  not 
to  exceed  50  percent  of  his  wage  for  a  limited  time,  after  that  he 
becomes  again  dependent  upon  his  own  resources.  So  that  the 
heav^^  burden  will  fall  upon  him  in  any  event. 

It  is,  therefore,  extremely  important  that  we  should  not  have  an 
employee  contribution.  On  page  31  of  the  bill,  section  5,  the  language 
there  suggests  that  it  is  contemplated  that  employees  should  contrib- 
ute under  the  State  laws,  and  I  think  that  that  language  ought  to  be 
amended. 

Senator  Costigan.  Are  you  referring  now  to  unemployment  msur- 
ance.  Miss  Abbott? 

Miss  Abbott.  Yes;  section  5,  on  page  31,  Senator  Costigan,  it 
says:  ''All  of  the  money  raised  by  contributions  of  employers  and 
employees  under  such  State  law."  I  think,  at  least,  it  should  be: 
"And  m  the  event  that  employees  are  taxed  under  such  State  law." 
It  does  not  seem  to  say  that  we  are  actually  contemplating  a  tax  on 
the  employee,  in  addition  to  the  fact  that  the  worker  will  bear  the 
heaviest  part  of  the  burden  anyway.  The  employer  gets  a  chance  to 
pass  on,  in  most  cases,  most  of  what  lie  pays.  So  it  seems  extremely 
important.  If  I  were  to  write  any  standard,  that  would  be  the  first 
standard  I  would  write  in,  that  the  employees  should  not  have  to  pay. 

Senator  Costigan.  Miss  Abbott,  when  the  bill  now  before  this 
committee  was  introduced  the  announcement  was  made  that  the  gen- 
eral program  is  to  turn  back  to  the  States  the  unemployables  and  to 
employ  the  employables  under  a  public  works  act,  in  order  to  get 
away  from  what  has  been  popularly  termed  the  "dole."  Is  it  your 
judgment,  as  a  long-time  student  of  tliis  problem  of  unemployment, 
that  there  will  be  no  further  need  for  direct  grants-in-aid  to  the  unem- 
ployed if  a  liberal  public-works  program  is  inaugurated? 

Miss  Abbott.  Well,  Mr.  Senator,  I  am  very  much  in  favor  of  a 
public-works  program.  I  should  like  to  see  it,  however,  fixed  so  that 
those  who  were  to  be  employed  on  it  were  not  limited  to  those  on 
relief.  If  we  limit  it  to  those  on  relief,  as  is  proposed,  we  shall  have  the 
relief  rolls  continue  to  grow  instead  of  decline,  because  it  will  be  the 
only  way  to  get  a  certain  type  of  security. 

I  also  do  not  believe  that  by  any  stretch  of  the  imagination  it  is 
possible  to  put  all  the  employable  to  work  on  the  public  works  pro- 
gram. After  all,  there  are  a  large  number  of  people  who  are  employ- 
able who  could  not  work  on  public  \\ork.  There  are,  for  example,  a 
very  large  number  of  women  vvho  are  unemployed  and  who  are  not 
eligible  for  that  type  of  work.  To  label  them  "unemployable"  is 
of  course  to  misbrand  them  and  injure  them  very  much. 

There  are  also  types  of  people,  most  of  those  I  see  before  me, 
and  myself,  who  would  not  be  employable  on  any  such  basis  and  who 
yet  would  be  employable  for  many  kinds  of  work.  I  think  it  is  a 
great  mistake  to  attempt  to  put  in  what  is,  after  all,  an  unscientific 
category,  the  category  of  employable  and  unemployable,  because  of 
the  fact  that  the  employable  depends  on  the  labor  market.  If  there 
is  a  great  demand  for 'labor,  almost  anybody  can  get  a  job.^  For 
example,  durin^;  the  war  period,  the  so-called  "unemployables"  that 
we  hud  in  Cliicago,  along  Madison  Street  and  Canal  Street,  dis- 
appeared entirely,  the  queerest  stick  could  get  a  job,  and  could  get  a 
iob  of  the  kind  that  he  could  get  on  at,  and  his  employer  was  prepared 
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to  take  a  little  trouble  to  fit  him  into  a  position  in  which  he  could  do 
the  work,  so  that  the  group  almost  entirely  disappeared.  Very 
seriously  handicapped  people  got  jobs.  At  this  time,  when  there  are 
millions  to  pick  from,  it  is  easy  to  label  anybody  that  you  did  not 
like  the  looks  of  as  unemployable.  Of  course,  that  seems  to  me  a 
very  unscientific  category.     It  cannot  be  carried  out. 

I  think  we  shall  have  to  have  grants-in-aid  for  the  relief  adminis- 
tration, and  I  think  it  is  only  fair  that  we  should  have  that  in  a 
definite  form.  T  should  be  glad  to  have  that  put  in  a  definite  form, 
in  a  legislative  form,  so  that  the  States  would  assume  a  more  uniform 
share  of  responsibility  for  the  care  of  the  poor  who  remain  unemployed 
after  the  public  works  program  is  put  into  effect,  because  I  am  sure 
that  it  will  amount  to  about  50  percent. 

Senator  Costigan.  Would  you  say,  Miss  Abbott,  that  it  will  be 
greatly  emphasized  if  it  should  appear  that  many  of  the  States 
regard  themselves  as  unable  to  take  care  of  their  own  imem ployed? 

Miss  Abbott.  Yes;  I  think  it  would,  and  I  think  the  testimony  as 
to  that,  the  social-work  group  would  be  united  with  me  on  that. 
We  might  differ  as  to  the  form  that  an  unemployment  compensation 
act  would  take,  and  vary  greatly  as  to  the  health  insurance  provision, 
or  something  else,  but  as  to  the  fact  that  those  in  need  will  not  be 
taken  care  of  completely  if  we  send  back  to  the  States  all  of  those  who 
cannot  be  emploj^ed  on  a  work  program,  I  think  it  is  impossible  to 
send  them  back. 

Senator  Couzens.  Have  you  devised.  Miss  Abbott,  any  way 
for  the  States  to  do  a  greater  portion  of  this  relief  work  for  the 
unemployed? 

Miss  Abbott.  Well,  Senator,  I  think  that  as  it  is  now  when  all  that 
we  do  is  negotiate  with  them,  enter  into  a  game  of  bluff  and  see  which 
one  gets  the  most  from  the  other,  it  is  not  possible  to  do  it.  Some  of 
the  States  are  much  more  successful  at  that  game  than  others,  appar- 
ently, because  the  rates  differ  tremendously  as  between  States,  and 
I  think  that  if  the  rate  of  the  grants-in-aid  were  actually  fixed  in  the 
statutes,  the  States  would  know  what  they  could  expect  and  they 
could  meet  it.  As  it  is  now,  it  is  a  general  hopper  out  of  which  every- 
body plucks  something,  and  they  all  try  to  get  as  much  as  they  can, 
with  the  result  that  New  Jersey  gets  much  more  than  Nebraska,  and 
Florida  gets  more  than  New  Jersey,  and  so  on  around.  I  do  not  know 
why,  but  that  is  the  way  it  goes.  I  think  that  we  could  have  some 
elasticity  so  that  areas  of  special  need  were  to  get  a  larger  amount, 
but  I  think  the  basis  of  that  ought  to  be  definitely  fixed  by  some 
indexes  just  as  we  do  in  an  equalization  fund  in  the  State,  so  that  we 
had  an  equalization  fund  which  would  take  account  of  the  real  differ- 
ences in  the  States  and  as  to  the  ability  to  meet  the  needs,  just  as  we 
do  as  between  counties  in  our  equalization  fund. 

Senator  Couzens.  What  you  have  said  is  very  interesting  but  you 
have  not  answered  my  question  yet  as  to  how  these  States  should 
raise  the  money  for  their  proportionate  share. 

Miss  Abbott.  The}'^  would  not  raise  it  by  any  single  fomiula. 
Some  of  them  would  raise  it  in  one  way  and  some  would  raise  it  in 
another. 

Senator  Couzens.  So  you  have  not  devised  in  those  States  any 
formula  for  raising  this  money  by  the  States? 
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Miss  Abbott.  No.  Some  of  them  have  no  income  tax  and  they 
could  throvv  iin  income  tax.  Some  of  them  have  no  bonded  indebted- 
ness, and  they  could  have  bonded  indebtedness.  _  If  they  cannot  raise 
it,  I'am  in  frvor  of  the  Federal  Government  raising  it. 

'senator  Couzens.  Do  you  believe  the  Federal  Government  should 
adopt  a  form  of  tax,  and  the  States  another,  and  confusing  the  tax 
system  and  tax  situation  all  over  the  country? 

Miss  Abbott.  I  do  not  think  it  would  confuse  it.  I  would  be  glad 
to  pay  an  income  tax  in  Nebraska. 

Senator  Couzens.  There  have  been  a  lot  of  meetmgs  held  m  Boston 
and  elsewhere  by  Governmental  official  in  an  effort  to  develop  a 
unified  taxing  system.     This  idea  would  still  further  complicate  that. 

Miss  Abbott.  Wlien  we  leave  to  the  States  only  the  general  prop- 
erty tax,  we  make  it  pretty  hard. 

Senator  Couzens.  There  is  no  way  that  the  Federal  Government 
could  reach  all  of  those  people. 

Miss  Abbott.  By  contributing,  you  mean? 

Senator  Couzens.  No;  by  taxation. 

Miss  Abbott.  Yes.  I  am  in  favor  of  the  larger  area  of  taxation, 
and  I  am  in  favor  of  the  Federal  Government  staying  in  the  picture, 
and  I  am  in  favor  of  the  Federal  and  State  cooperation  on  the  general 
public  assistance  program. 

Senator  Black.  Miss  Abbott,  following  up  the  figures  you  gave  us 
a  few  moments  ago  on  children  up  to  a  year,  I  have  some  figures  here 
which  I  shall  not  give  you  in  detail  because  I  Imow  you  are  familiar 
with  them,  but  I  wanted  to  get  your  idea  as  to  the  reasons  for  this, 
from  your  vast  experience.  Let  us  take,  for  instance,  the  State  of 
California.  We  find  that  the  percentage  there  of  65  and  over  is  6.7 
percent;  we  find  that  the  percentage  of  5  to  19  is  23  percent.  Take 
the  State  of  North  Carolina,  the  percentage  of  65  and  over  is  3.7 
percent. 

Miss  Abbott.  Of  the  aged,  you  mean? 

Senator  Black.  Yes.  And  from  5  to  19  goes  to  37  percent;  m 
other  words,  from  5  to  19  is  37  percent  in  North  Carolina  as  agamst 
23  percent  in  California;  but  those  who  manage  to  live  on  over  65, 
by  the  tmie  they  do  that  in  California,  it  is  6.4  percent  as  against 
3.7  percent  in  North  Carolina.  Take  my  State,  Alabama,  it  is  3.8 
percent  over  65  and  35  percent  from  5  to  19.  Take  Maine,  8.6 
percent  over  65  and  27.9  percent  from  5  to  19. 

Senator  Costigan.  Have  you  the  average  for  the  country? 

Senator  Black.  I  have  them  for  each  particular  section. 

Senator  Costigan.  You  have  not  the  average  percent  over  65 

for  the  country?  ^      ^u  * 

Senator  Black.  No,  I  do  not  recall  the  average  for  the  countrj, 
but  I  find  that  for  instance  an  old  age  pension  as  it  will  operate,  of 
course  it  will  put  a  great  deal  smaller  amount  of  money  in  the  States 
where  they  have  the  fewer  aged,  and  to  that  extent  it  is  interesting, 
but  if  we  attempt  to  benefit  all  of  those  who  need  it,  it  is  necessary, 
as  you  said,  to  go  further  into  the  idea  of  medical  treatment  and 
preventive  medical  treatment  and  things  of  that  kind. 

Miss  Abbott.  Then  we  will  have  more  to  take  care  of  because 
they  will  live  longer. 

Senator  Black.  One  of  the  objects  of  government  is  supposed  to 
K^  +^  o««   ;t  if  ;=  Qc  T  iinrlprstflTif]  it.  that  thev  have  proper  treatment 
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-Miss  Abbott.  Yes. 

Senator  Black.  ^Vliat  in  your  judgment  are  the  underlying 
reasons  why  in  some  sections  they  have  so  many  more  in  proportion 
of  children  and  so  many  more  in  other  sections  reached  the  age  of  65? 

Miss  Abbott.  Of  course,  you  get  a  higher  birth  rate  in  some  sec- 
tions than  others,  and  in  that  case  you  have  more  children.  If  they 
do  not  settle  in  that  State  and.  migrate  from  those  States,  you  have 
them  migrating,  as  adults.  There  are  certain  areas  to  which  the  aged 
migrate.  They  migrate  to  a  warmer  climate  in  large  numbers,  so 
that  you  get  a  heavy  percentage  of  the  aged  in  that  group,  and  of 
course  the  death  rate  itself  would  explain  it.  If  you  have  a  high 
death  rate,  not  as  many  would  live  to  be  past  65  as  a  low  death  rate, 
so  there  are  many  factors  in  it. 

Senator  Black.  That  shows,  does  it  not,  carrying  out  your  idea 
of  a  few  minutes  ago  with  reference  to  the  children,  that  in  certain 
States  where  they  are  poorer  and  have  advanced  as  far  as  they  might, 
in  order  to  try  to  take  care  of  people  and  give  them  preventive  meas- 
ures and  medical  treatment,  that  we  have  an  unnecessarily  high  death 
rate,  simply  shown  by  the  figures  which  we  cannot  excape. 

Miss  Abbott.  There  is  no  question  that  the  death  rate  can  be 
reduced  and  should  be  reduced,  and  there  is  no  question  also  but 
what  even  more  important  than  the  actual  death-rate  figures,  which 
is  the  only  statistical  method  of  measuring  the  benefits  of  our  preven- 
tive program,  that  as  we  reduce  the  death  rate,  we  also  increase  the 
physical  efficiency  of  the  people  so  that  those  that  live  function  more 
efficienth^  and  with  fewer  illnesses  and  hazards  and  handicaps  of  that 
sort  than  they  would  if  we  did  not  have  those  preventive  programs. 
We  have  no  way  of  putting  that  into  the  record  the  way  we  can  the 
death  rate,  but  the  death  rate  alone  is  a  very  accurate  measure  of 
the  benefits. 

Senator  Black.  Those  are  striking  indications  of  the  fact  that 
there  are  millions  of  people  in  those  places  that  are  suffering  from 
undernourishment  and  debilitating  weaknesses  which  could  have 
been  prevented  and  are  prevented  in  the  other  places. 

Miss  Abbott.  Yes,  sir. 

Senator  Black.  And  is  it  not  also  a  rather  strong  argument  for 
what  you  said  you  favored,  of  an  award  by  the  Federal  Government 
to  those  States  which  are  backward  in  that  connection? 

Miss  Abbott.  I  think  it  is  very  important,  and  of  course  there 
are  areas  in  every  State  that  are  backward  and  that  has  a  very 
heavy  burden  to  bear.  The  individual  counties  in  the  States  are 
very  uneven  in  their  ability  to  bear  the  burden,  and  I  think  we  should 
have  inside  the  State  as  well  as  from  the  Federal  Government  to  the 
States,  the  equalization  principle  in  the  distribution  of  the  fund. 
Unless  there  are  further  questions,  I  am  very  much  obliged. 

Senator  Costigan.  Senator  Black,  will  you  please  put  in  the  record 
the  figures  for  Colorado? 

Senator  Black.  I  do  not  have  the  figures  for  Colorado  specifically, 
but  I  have  it  for  sections  of  the  country.  The  Mountain  States  are, 
over  65,  4.9  percent;  from  5  to  19,  30.8  percent. 
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(The  newspaper  article  referred  to  by  Senator  Costigan  is  as 
follows:) 

[Reprinted  from  The  Washington  Post,  Feb.  19,  1935] 

Group  Opposes  Insurance  Plan  in  Security  Bill — United  States  Proposai- 
To  Provide  for  Idle  Held  Unsound,  Substitute  Urged 

The  unemployment-insurance  provisions  of  the  social-security  bill  were 
assailed  as  inadequate  and  unworkable  in  a  joint  statement  issued  yesterday  by 
a  group  of  labor  leaders,  social  workers,  editors,  and  university  professors. 

The  statement,  while  commending  the  old-age-pension  provisions  of  the  bill, 
declared  the  unemployment-insurance  provisions  would  produce  "a  multiplicity 
of  diverse  and  uncoordinated  State  programs",  and  that  they  would  result  in  a 
duplication  of  tax-collection  machinery. 

Moreover,  the  statement  declared,  "the  present  proposal  levies  the  tax  on  the 
earnings  of  all  employees  including  the  highest-paid  executives,  yet  the  States 
are  left  free  to  limit  benefits  to  workers  earning  less  than  designated  amounts." 

point  to  flaws 

"Workers  moving  from  one  State  to  another  are  left  wholly  unprotected", 
it  continued,  "while  under  the  subsidy  system  it  would  be  possible  to  provide  for 
such  workers  by  a  simple  administrative  device." 

The  statement  urged  the  adoption  of  an  unemployment  insurance  plan  based 
on  Federal  subsidy  and  adequate  minimum  standards  for  State  laws. 

"The  subsidy  plan",  the  statement  said,  "will  foster  eflfective  Federal-State 
cooperation  in  the  development  of  an  unemployment-insurance  system  suited  to 
our  national  needs.  It  is  simple,  clear,  and  certain,  and  easily  and  economically 
administered.  It  would  achieve  a  substantial  measure  of  uniform  j^rotection  and 
yet  leave  the  States  free  in  making  more  liberal  provisions.  At  the  same  time  it 
would  guard  effectively  against  unfair  competition  among  the  several  States." 


group  signing  statement 

The  statement  was  signed  by  the  following:  Prof.  Barbara  N.  Armstrong,  Uni- 
versity of  California;  Bruce  Bliven  and  George  Soule,  editors  of  the  New  Republic; 
Prof.  Paul  Brissenden,  Columbia  University;  Prof.  Douglas  Brown,  Princeton 
University;  Prof.  Eveline  M.  Burns,  Columbia  University;  Prof.  Edward  Corwin, 
Princeton;  Abraham  Epstein,  executive  secretary,  American  Association  for 
Social  Security;  Prof.  Carter  Goodrich,  Columbia;  Prof.  H.  A.  Gray,  New  York 
University  law  school;  William  Green,  president  American  Federation  of  Labor; 
Helen  Hall,  head  worker  of  the  Henry  Street  Settlement;  George  L.  Harrison, 
president  Brotherhood  of  Railway  Clerks;  Stanley  M.  Isaacs,  President  United 
NTeiiihborhood  Houses,  N.  Y.;  Paul  Kellogg,  editor  of  Survey;  Estelle  Lauder, 
executive  secretary  of  the  Consumers  League;  John  L.  Lewis,  president  United 
Mine  Workers  of  America;  Prof.  Broadus  Mitchell,  .lohns  Hopkins  L^niversity; 
Mary  K.  Sinkhovitcli,  head  worker  Greenwich  House,  New  York;  Prof.  Sumner 
Slichter,  Harvard  University;  Bruce  Stewart,  author;  Robert  .1.  Watt,  executive 
secretary  Massachusetts  Federation  of  Labor;  Margaret  Wiesman,  executive 
secretary  Massachusetts  Consumers  League. 

The  Chairman.  At  this  point  in  the  record  I  iiiii  submitting  a  letter 
relating  to  S.  1130  which  Senator  Gore  has  received  from  Mr.  Roger 
Sherman  Hoar,  attorney  at  law,  1265  Fairview  Av^enue,  South  Mil- 
waukee, Wis. 

(The  letter  is  as  follows:) 

South   Milwaukee,  Wis.,  Fchruary  I4,  19S5. 
Hon.  Thomas  P.  Gore, 

United  States  Senate,  Washington,  D.  C. 
Dear  Old  Friend:   Fortunately  you  are  a  member  of  the  committee  to  whom 
the  Wagner  social  secuiity  bill  lm.«  been  referred. 

I  believe  that  you  well  undorstand  the  difference  between  a  State  unemploy- 
ment reserve  law  (which,  by  making  unemi)loyment  a  fiiiect  cost  of  the  individual 
establishment  in  which  it  (jccurred,  would  stiniulate  st(a<iN  en.ployirent)  and  an 
unemplovment  insurance  law  (which  wculd  actually  increase  unemployment  by 
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enabling  each  irregular  employer  to  pass  off  onto  a  State  fund  the  cost  of  his  own 
irregular  operations). 

Cannot  we  depend  upon  you  to  stand  out  to  the  last  ditch  for  amendment 
which  will  permit  absolute  State  freedom  of  choice,  subject  only  to  the  require- 
ment that  contributions  by  an  employer  under  a  State  system  can  be  deductible 
only  if  the  State  law  is  amendable? 

Certainly  using  this  law  to  bolster  up  the  Wagner-Peyser  system  of  Federal 
employment  agencies,  and  the  requirement  of  depositing  all  unemployment  funds 
with  the  Federal  Government,  and  the  requirement  that  all  State  laws  recognize 
section  7  (a)  of  the  N.  I.  R.  A.,  are  all  absolutely  dragged-in  and  irrelevant. 

The  adequacy  of  contributions  will  be  automatically  taken  care  of  by  the  natural 
desire  of  employers  in  the  various  States  to  avail  themselves  of  the  maximum 
possible  set-off  against  the  Federal  3-percent  tax. 

The  stimulus  to  regularization  intended  by  sections  607  and  608  will  not  be 
realized,  unless  the  criteria  of  these  sections  by  made  much  less  stringent.  Why 
not  merely  provide  that  any  system  of  scaling  down  contributions  to  correspond 
to  reduced  unemployment  in  the  establishment  of  the  employer,  shall  be  accept- 
able, if  the  Secretary  of  Labor  certifies  that  such  system  adequately  protects  the 
employees  against  a  consequent  reduction  of  benefits? 

With  best  personal  regards, 
Very  truly  yours, 

Roger  Sherman  Hoar, 

The  Chairman.  The  next  witness  is  George  B.  Chandler,  of  the 
Ohio  Chamber  of  Commerce. 

STATEMENT  OF  GEORGE  B.  CHANDLER,  REPRESENTING  THE 
OHIO  CHAMBER  OF  COMMERCE 

Mr.  Chandler.  May  I  state,  Mr.  Chairman,  that  as  you  know,  I 
come  from  a  State  which  is  fourth  in  point  of  wealth  and  population 
in  this  Union  and  third  in  point  of  production,  and  I  represent  the 
largest  State-wide  business  organization  in  the  State,  comprising 
every  line  of  business,  including  agriculture,  the  learned  professions, 
manufacturing,  banking,  and  those  groups  which  enter  into  normal 
society.  I  represent  some  4,000  members,  and  I  represent  over  100 
local  chambers  of  commerce  which  are  members  of  our  organization; 
therefore  we  come  to  your  committee  respectfully,  and  I  am  sure  you 
will  Usten  to  some  of  our  views  even  though  they  are  not  in  accordance 
with  the  obvious  views  of  this  committee. 

May  I  first  be  permitted  to  indulge  in  two  general  observations: 
first,  that  Ohio  business  protests  against  the  coercion  of  the  States 
by  the  Federal  Government  as  represented  by  the  assessment  on 
pay  rolls  and  in  other  ways.  We  deem  this  procedure  repugnant  to 
American  institutions,  destructive  of  the  historical  relationships 
between  State  and  Nation,  and  calculated  in  the  end  to  do  permanent 
harm  and  little  immediate  good. 

Senator  King.  Will  you  pardon  me  if  I  ask  a  question? 

Mr.  Chandler.  Yes. 

Senator  King.  Didn't  your  State  levy  a  tax  on  pay  rolls  for 
insurance? 

Mr.  Chandler.  For  unemployment  insurance? 

Senator  King.  Yes. 

Mr.  Chandler.  We  have  not  yet.     It  is  being  considered. 

Senator  King.  Is  that  not  expressed  in  a  report  and  in  a  bill 
which  was  passed? 

Mr.  Chandler.  In  a  bill  which  was  passed?  There  has  been  no 
bill  passed  by  the  Ohio  Legislature. 

Senator  King.  That  was  recommended  in  a  report? 
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Mr.  Chandler.  It  was  recommended  in  the  report  of  a  committee 
appointed  by  Gov^ernor  George  ^^^lite. 

Senator  Costigan.  Are  you  opposing  that  measure? 

Mr.  Chandler.  We  did  at  the  last  session  of  the  general  assembly, 
because  it  would  place  us  in  competition  with  other  States  adversely. 
The  second  observation  is  of  a  general  nature,  and  I  hope  you  will 
be  patient  with  me  although  it  seems  more  or  less  platidutinous. 
Ohio  business  believes  that  legislation  of  tliis  class  will  permanently 
weaken  the  fibre  of  the  American  people.  Self-reliance  has  been 
the  key  to  American  success.  It  has  been  the  initiative,  thrift,  and 
self-sacrificing  foresight  of  the  individual  and  the  family  which  has 
brought  this  country  to  its  proud  position.  And  I  say,  "proud 
position"  advisedly  even  in  the  midst  of  this  depression.  We  are 
incomparably  in  a  better  position  than  any  other  nation  in  the 
world. 

This  legislation  starts  this  country  on  a  pathway  from  which  there 
will  be  no  retreat  in  the  course  of  the  next  two  generations.  When 
the  time  comes,  as  it  surely  will,  to  reverse  these  policies,  incalculable 
harm  will  have  been  done  to  the  character  of  the  population. 

Only  the  other  day  when  there  was  a  blizzard  in  New  York,  it  was 
impossible  in  this  period  of  unemployment  to  get  men  to  work.  I 
live  in  a  suburb  of  Columbus,  where  men  used  to  apply  at  the  door 
every  day  for  work  and  we  tried  to  give  them  work.  No  more  apply 
any  more;  there  is  no  application  for  work. 

Gentlemen  of  this  committee,  I  want  to  say  in  all  seriousness  that 
this  Nation  can  recover  and  will  recover  from  the  economic  depression 
in  which  we  are  now  floundering.  We  recovered  in  the  panic  of 
1873,  which  ran  for  6  years  and  was  about  as  serious  as  this.  We 
recovered  under  our  own  power;  but,  gentlemen,  the  loss  to  the  morale 
of  the  people  through  tliis  period  and  through  the  methods  which 
have  been  adopted  to  alleviate  it  is  something  which  I  will  not  say 
is  incurable,  but  whose  result  will  psrsist  for  one  or  two  generations; 
it  is  the  most  grave  situation  which  this  Nation  is  facing.  And,  to 
enter  upon  a  broad  policy  whereby  the  individual  is  relieved  of  the 
responsibility  for  his  unemployment,  for  his  old  age,  for  the  care  of 
his  children,  you  are  entering  upon  a  pathway  which  has  destroA^ed 
other  nations.  The  downfall  of  Rome  started  with  corn  laws,  and 
legislation  of  that  type.  I  say  that  and  I  hope  you  will  be  patient 
watb  these  general  observations. 

Wliile  Ohio  business  as  represented  by  our  organization  opposes 
this  legislation  by  the  Government  in  Washington  in  toto,  it  respect- 
fully makes  certain  suggestions  in  the  event  that  it  is  the  will  of  the 
Congress  tliat  this  legislation  be  passed. 

The  Chairman.  Has  this  been  submitted  to  the  various  branches 
of  your  organization? 

Mr.  Chandler.  Yes;  and  I  am  glad  you  asked  that  question. 
Every  conclusion  of  our  chamber  must  pass  through  four  stages; 
first,  research  by  the  staff  of  the  research  department  of  the  organi- 
zation; second,  reference  of  the  subject  to  a  special  committee,  in 
this  instance  through  our  committee  on  stabilization;  finally,  an 
action  by  the  board  of  directors  of  the  chamber,  which  is  a  body  of 
60  members,  a  miniature  legislature  which  th^ermines  the  business 
policy,  and  where  ordered  by  the  board  of  directors,  a  referendum  of 
the  members.     We  had  a  referendum  on  this  general  subject  of  unem- 
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ployment  insurance  about  2  years  ago.     In  other  words,  it  goes 
through  a  very  tliorough  study. 

The  Chairman.  Ditl  your  organization  oppose  your  State  law  on 
unemployment  insurance? 

Mr.  Chandler.  We  did,  2  years  ago. 

The  Chairman.  Did  your  organization  oppose  the  old-age  pension 
in  your  State? 

Mr.  Chandler.  Yes,  sir;  for  reasons  which  I  have  stated  here. 
Senator  Couzens.  Were    your    membership    unanimous    in    their 
conclusions? 

Mr.  Chandler.  On  the  referendum,  if  I  remember  right,  it  was 
overwhelming,  but  never  unanimous,  of  course. 

Senator  Costigan.  Do  you  oppose  old-age  insurance  on  the  ground 
that  it  would  weaken  the  fiber  of  the  American  people? 
Mr.  Chandler.  Absolutely. 

Senator  Couzens.  Wliat  is  your  position  with  the  Ohio  Chamber  of 
Commerce? 

Mr.  Chandler.  I  ani  the  manager,  the  secretary  of  the  chamber, 
and  the  statement  which  read  comes  from  our  membership  and  is 
signed  by  the  president  of  the  organization.  However,  I  am  here  to 
discuss  unemployment  insurance  primarily. 

When  you  take  away  from  mankind  the  impulse  to  save  for  his  own 
old  age,  you  have  destroyed  one  of  the  fundamental  elements  of  human 
character. 

We  are  in  agreement  with  the  authorities  here  in  Washington,  the 
President's  Commission,  that  the  funds  if  you  pass  the  bill,  should  be 
deposited  with  the  United  States  Treasury. 

The  Chairman.  You  are  in  disagreement  with  the  United  States 
Chamber  of  Commerce,  are  you  not? 
^r.  Chandler.  I  do  not  think  so. 

The  Chairman.  Mr.  Harriman  representing  them  the  other  day 
was  very  broad  and  very  liberal  in  his  observations  in  reference  to  this 
matter. 

Mr.  Chandler.  Quite  likely.    I  am  not  speaking  for  Mr.  Harriman. 
The  Chairman.  Mr.  Harriinan  was  speaking  as  the  president  of  the 
United  States  Chamber  of  Commerce. 
Mr.  Chandler.  Yes. 

The  Chairman.  You  are  a  member  of  that  organization? 
Mr.  Chandler.  Oh,  yes;  but  we  are  not  bound  by  the  conclusions 
of  that  organization,  and  I  would  be  very  much  surprised  if  Mr. 
Harriman's  views  regarding  the  general  policy  were  not  largely  in 
accord  with  our  utterances,  although  he  may  have  been  somewhat 
more  tactful  in  his  statement. 

Senator  King.  You  still  have  some  regard  for  the  rights  cf  States 
in  business  as  well  as  politically?.. 

Mr.  Chandler.  We  have  a  lingering  regard.  Senator. 
We  are  in  agreement  with  the  plan  that  it  should  be  administered 
through  emplo3anent  offices.  We  are  in  general  agreement  regarding 
the  provisions  with  regard  to  empioj^ees  who  are  engaged  in  labor 
disputes.  We  believe  that  it  is  generally  fairly  well  phrased.  We  do 
believe,  however,  that  a  person  who  declines  to  accept  the  wage 
provided  in  the  minimum  wage  laws  or  in  industry  in  which  a  mini- 
mum wage  agreement  is  in  efiect,  should  not  be  a  beneficiary  of  this 
fund. 
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That  was  an  ao;reement  of  our  committee. 

We  are  in  thorouo;!!  agreement  tliat  a  man  should  not  be  barred 
from  joining  a  labor  vmion  of  his  own  choosing,  and  we  make  no 
distinctions  between  company  unions  and  the  National  Federation 
of  Labor. 

Senator  King.  Or  not  joining  any  union? 

Mr.  Chandler.  Or  not  joining  any  union;  yes.  We  believe  in 
the  free  right  of  American  citizens  to  do  as  they  please. 

We  believe  that  the  States  should  be  given  a  wide  latitude  in  the 
passage  of  unemployment-insurance  legislation,  and  that  rigid  rules 
should  not  be  laid  down  by  the  Federal  Government  to  govern  them 
in  the  adoption  of  such  laws. 

We  feel  strongly,  gentlemen,  and  I  do  not  know  that  it  is  within 
the  jurisdiction  of  this  committee,  but  you  as  Senators  are  interested 
in  it—  we  feel  strongly  that  in  the  event  that  you  levy  a  3-percent  tax 
upon  the  pay  roll,  and  then  if  I  read  this  somewhat  bewildering  bill 
correctly,  in  another  place,  about  1941,  it  will  be  a  2}^-percent  tax 
for  another  purpose,  making  a  5-  or  6-percent  tax  on  pay  rolls — and 
if  that  is  so,  some  tanff  measure  should  be  adopted  to  offset  the 
differential,  because  I  come  from  a  State  which  adjoins  Canada  across 
the  lake.  We  are  in  keen  competition  with  Canada.  In  our  organi- 
zation some  of  the  factories  of  our  members  are  moving  over  across 
the  Canada  border.  We  cannot  stand  a  5-percent  differential.  We 
just  passed  a  3-percent  sales  tax  in  Oliio,  and  it  operates  in  certain 
ways  wliich  I  do  not  care  to  take  time  to  explain  here,  so  that  v.'e 
find  that  our  industries  cannot  stand  a  3-percent  differential.  So 
in  the  event  that  this  legislation  goes  through,  sometliing  should  be 
done  to  protect  American  industr}^  in  competition  with  other  nations. 

Senator  King.  You  have  not  forgotten  the  fact,  have  you  Mr. 
Chandler,  that  until  the  Smoot-Hawley  Tariff  Act  was  passed,  you 
were  selling  to  Canada  from  $850,000,000  to  $900,000,000  worth  of 
our  products,  and  many  of  them  manufactured  in  Ohio,  and  Canada 
did  not  protest  against  it,  notwithstanding  the  fact  that  she  was  only 
selling  to  us  between  $400,000,000  and  $500,000,000.  The  differential 
there  was  against  Canada,  was  it  not,  and  in  our  favor? 

Mr.  Chandler:  That  was  trade  supremacy,  was  it  not?  An  actual 
trade  supremacy  of  a  stronger  industrial  nation.  There  were  not 
artificial  differentials,  were  there? 

Senator  King:  There  was  a  tariff. 

Mr.  Chandler.  Yes. 

Senator  King.  I  understood  from  your  observation  that  we  should, 
have  practically  a  prohibition  against  any  imports. 

Mr.  Chandler.  W^e  should  make  up  the  difference. 

The  Chairman.  Did  the  Ohio  Chamber  of  Commerce  at  that  time 
take  a  position  against  those  tariff  increases? 

Mr.  Chandler.  I  do  not  remember.  What  was  the  date  of  the 
Smoot-Hawley  tariff? 

Senator  Couzens.  In  1930. 

Mr.  Chandler.  We  are  in  favor  of  a  high  tariff. 

The  Chairman.  You  are  in  accord  with  that. 

Mr.  Chandler.  In  strict  accord  with  it. 

Senator  Costigan.  Is  not  one  of  the  chief  reasons  for  the  move- 
ment of  American  factories  to  Canada,  the  desire  of  American  manu- 
facturers to  utilize  the  Canadian  and  other  markets  outside  the  tariff 
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Mr.  Chandler.  I  presume  that  is  a  motivating  factor.  And  the 
labor  conditions.  There  are  numerous  reasons  which  cause  the  fac- 
tories to  move,  but  a  5  percent  differential  will  be  a  very  serious 
handicap  to  impose  upon  Ohio  business. 

Coming  now  to  the  matter  of  old-age  pensions 

The  Chairman  (interposing).  Pardon  me.  Did  you  know  that 
Canada  has  a  2  percent  turnover  tax? 

Mr.  Chandler.  I  am  not  familiar  with  that. 

Senator  Couzens.  It  is  a  6  percent  gross  manufacturers'  sales  tax. 

Mr.  Chandler.  I  am  not  familiar  with  that.  I  am  not  familiar 
with  the  Canadian  system,  so  I  cannot  answer  your  question. 

In  the  matter  of  old-age  pensions,  we  have  an  old-age  pension  law 
in  Ohio.  We  do  not  ask  for  any  grants  in  aid  from  the  Federal 
Government.     We  will  operate  it  and  see  how  it  works  out. 

Senator  Couzens.  How  many  have  you?  That  is,  on  that  old-age 
pension  roll;  do  you  know? 

Mr.  Chandler.  No;  but  I  know  that  the  appropriation  was  about 
$5,000,000  for  the  remainder  of  the  year  in  which  it  went  into  effect. 

The  Chairman.  Is  it  operating  successfully? 

Mr.  Chandler.  I  think  so;  yes.  vSuccessfully  in  the  sense  that 
people  are  getting  money  who  did  not  get  it;  that  seems  to  be  the 
order  of  the  day. 

We  do  protest,  however,  against  the  supplementary  part  of  the  old- 
age  pension  proposal,  in  wbicli  the  United  States  Government  will  be 
projected  into  the  insurance  field  in  a  large  way.  We  believe  in  pro- 
viding for  the  future  by  the  ordinary  and  well-known  and  easily 
ascertained  avenues  of  saving.  That  can  be  done  through  innimier- 
able  private  institutions,  and  just  why  the  Federal  Government  should 
go  into  tlie  insiu'ance  business  any  more  than  it  should  go  into  numer- 
ous other  lines  of  business,  I  cannot  quite  see;  in  other  words,  we  are 
strongly  opposed  to  the  general  incursion  of  the  Government  into 
private  business. 

Regarding  the  other  aspects  of  social  legislation — and  I  am  speaking 
for  myself  and  my  own  personal  philosophy  now — it  seems  to  me  that 
the  one  form  of  this  type  of  legislation  which  is  defensible,  is  mothers' 
pensions,  because  it  is  oiu  philosophy  that  the  family  is  the  unit  of 
society  and  not  the  state  which  these  other  people  dream  about. 
The  State  is  not  the  unit  of  society — ^the  family  is  the  unit  of  society, 
and  the  mothers'  pension  maintains  the  solidarit^^  and  integrity  of  the 
family  unit.  We  have  had  it  for  years  in  Ohio,  and  it  has  always 
seen^ed  to  me  to  be  a  sound  philosophy.  Just  how  far  the  State 
should  go  in  supervisin'j;  and  aiding  in  maternity  cases  and  child  cases 
is  a  matter  for  this  con^mittce  to  determine. 

Senator  King.  When  you  say  the  State,  you  mean  the  Federal 
Governnicnt? 

Mr.  Chandler.  The  Federal  Government.  There  is  a  limit  to 
this  you  know,  you  have  got  to  leave  something  for  the  individuals  to 
do,  Mr.  Chairman.  We  are  going  to  create  a  societj^  in  which  all  a 
person  has  to  do  is  to  be  born  and  die,  and  the  State  is  going  to  do  it 
for  him.     You  will  destroy  the  fiber  of  any  civilization  in  that  way. 

I  thank  you  for  your  courteous  attention. 

I  have  a  statement  here  which  contains  the  essence  of  our  view- 
point. 

The  Chairman.  It  will  be  put  in  the  record. 
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(The  statement  referred  to  is  as  follows:) 

Statement  of  the  Ohio  Chamber  of  Commerce  In  Re  The  Wag- 
ner-Lewis Bill  and  the  Federal  Economic  Security  Program 

The  Ohio  Chamber  of  Commerce,  representing  all  classes  of  business  in  a  State 
which  ranks  fourth  in  the  American  Union  in  population  and  wealth,  and  third  in 
point  of  industrial  importance,  respectfully  submits  the  following  observations 
and  conclusions  regarditig  the  economic  securit}''  program  of  the  Federal  Govern- 
ment and  the  Wagner-Lewis  bill. 

First,  Ohio  business  protests  against  the  coercion  of  the  States  by  the  Federal 
Government  as  represented  by  the  assessment  on  pay  rolls  and  in  other  \^'ays. 
This  procedure  is  repugnant  to  American  institutions,  destructive  of  the  historical 
relationships  between  State  and  Nation,  and  calculated  in  the  end  to  do  permanent 
harm  and  little  immediate  good. 

Second,  Ohio  business  believes  that  legislation  of  this  class  will  permanently 
weaken  the  fibre  of  the  American  people.  Self-reliance  has  been  the  key  to  Ameri- 
can success.  It  has  been  the  initiative,  thrift  and  self-sacrificing  foresight  of  the 
individual  and  the  family  which  has  brought  this  country  to  its  proud  position. 
This  legislation  starts  this  country  on  a  pathway  from  which  there  will  be  no  re- 
treat in  the  course  of  the  next  two  generations.  When  the  time  comes — as  it 
surely  will — to  reverse  these  policies  incalculable  harm  will  have  been  done  to  the 
character  of  the  population. 


CONTINGENT  RECOMMENDATIONS  OF  THE  CHAMBER 

While  Ohio  business  opposes  this  legislation  in  toto,  it  respectfully  submits  the 
following  recommendations,  in  the  event  that  it  is  the  will  of  the  Congress  that 
some  such  legislation  be  passed: 

(a)  The  chamber  recommends  that  the  Federal  legislation  on  unemploym.ent 
insurance  should  provide  that  all  contributions  collected  by  the  States  shall  be 
placed  in  the  custody  of  the  United  States  Treasury  and  be  used  exclusively  for 
payment  of  unemployment  compensation. 

(6)  The  chamber  recommends  that  any  Federal  legislation  for  unemployment 
insurance  should  provide  that  the  payment  of  unemployment  benefits  must  be 
made  through  public  employment  offices  operated  by  the  States  in  cooperation 
with  and  under  the  supervision  of  the  United  States  Employment  Service,  in 
accordance  with  the  terms  of  the  present  Federal  Employment  Exchange  Act. 

(c)  The  chamber  recommends  that  Federal  legislation  on  unemployment 
insurance  should  provide  that  an  employee  shall  be  disqualified  from  receiving 
benefits  for  any  period  during  which  he  has  left  and  is  out  of  employment  because 
of  a  trade  dispute  still  in  active  progress  where  he  was  employed;  that  an  em- 
ploj-ee  be  disqualified  from  receiving  benefits  if  because  of  wages  and  hour 
schedule  he  refuses  to  accept  work  in  any  industry  in  which  a  code  is  in  effect 
providing  for  a  minimum  wage,  or  in  Avhich  industry  a  minimum  wage  agreement 
is  in  eff'ect  or  in  which  minimum  wage  provisions  are  established  by  law. 

{(l)  The  chamber  recommends  that  Federal  legislation  on  unemployment  in- 
surance should  provide  that  no  employee  shall  be  disqualified  from  receiving 
benefits  because  of  refusal  to  join  any  union  or  because  of  holding  membership 
in  a  labor  union  of  his  own  choosing. 

(e)  The  chamber  recommends  that  in  any  Federal  legislation  on  unemploy- 
ment insurance  the  contributions  received  from  the  employers  of  a  State  shall 
be  credited  to  and  maintained  as  a  separate  account  for  said  State;  and  that 
the  unemployment  trust  fund  in  custody  of  the  United  States  Treasury  shall  be 
invested  and  liquidated  by  the  Secretary  of  the  Treasury,  who  shall  disburse 
to  a  State,  from  that  State's  own  account  only,  the  sums  needed  for  current 
benefit  payments  under  the  provisions  of  said  State's  law. 

(/)  The  chamber  recommends  that,  in  order  not  to  void  plans  already  in 
operation,  Fecieral  legislation  on  ■inemploymcnt  insui-ance  shall  establish  by 
law  systems  of  unemployment  insurance  which,  when  complied  with  by  em- 
ployers, will  exempt  such  employers  within  such  States  from  the  Federal  pay-roll 
tax  and  shall  permit  the  States  to  fix  the  amount  of  premium  payments,  whether 
the  contribution  is  to  be  from  the  employer  only  or  employee  only,  or  both,  and 
make  rules  as  to  distribution  of  benefits,  waiting  periods,  and  such  other  admini- 
strative provisions  as  are  necessary. 
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(g)  The  chamber  recommends  that  in  case  of  the  enactment  of  national 
unemployment  insurance  legislation  levying  a  Nation-wide  pay-roll  tax,  that 
the  tariff  be  adjusted  to  protect  American  industries  against  the  differential 
created  by  the  national  pay-roll  tax  for  unemployment  insurance. 

OLD-AGE    PENSIONS 

In  view  of  the  fact  that  Ohio  already  has  an  old-age-pension  law,  the  Ohio 
Chamber  of  Commerce  opposes  the  pending  Federal  legislation  proposing  imme- 
diate Federal  grants  in  aid  to  States  for  additional  payment  of  pensions  to 
persons  now  past  65. 

The  chamber  registers  its  disapproval  of  the  entry  of  the  Federal  Government 
into  the  field  hitherto  occupied  by  private  insurance  by  the  two  following  votes: 

(a)  The  Ohio  Chamber  of  Commerce  disapproves  and  opposes  the  Federal 
compulsory  contributory  pension  plan. 

(b)  The  Ohio  Chamber  of  Commerce  disapproves  of  the  Federal  plan  for  old- 
age  annuities  whereby  the  Federal  Government  would  sell  to  individuals  on  a 
cost  basis  life  annuities  similar  to  those  now  issued  by  private  life  insurance 
companies. 

OTHER    SOCIAL    LEGISLATION 

The  board  of  directors  of  the  Ohio  chamber  deferred  to  a  future  meeting  the 
question  of  proposed  national  legislation  dealing  with  maternal  and  child  health, 
care  of  cripi^led  children,  aid  to  child-welfare  services,  and  public  health. 

THE    FOREGOING    CONCLTTSIONS    BASED    UPON    MATURE    STUDY 

The  Ohio  Chamber  of  Commerce  has  been  studying  unemployment  insuiance, 
old-age  pensions,  and  related  subjects  for  5  years.  In  the  summer  of  1932,  through 
our  important  "committee  on  stabilization",  we  issued  a  report  entitled  "Ohio 
at  the  Parting  of  the  Ways."  We  also  issued  various  other  statements  bearing 
on  this  subject. 

When,  on  January  17,  the  press  announced  the  Federal  economic  security 
program,  it  was  stated  that  ample  time  would  be  given  to  business  to  study  the 
subject.     The  Ohio  Chamber  of  Commerce  acted  with  all  possible  expedition. 

The  Wagner  bill  and  the  Federal  repoit  were  first  reviewed  by  the  research 
department  of  the  Ohio  Chamber  of  Commerce  and  a  copy  of  such  review  was 
mailed  to  all  members  of  the  chamber's  committee  on  stabilization.  Then  the 
chamber's  committee  on  stabilization  met  on  February  1,  1935,  analyzed  these 
subjects  and  made  a  report  to  the  board  of  directors.  Finally,  on  February  13, 
the  board  of  directors  met,  considered  the  report,  and  made  certain  pronounce- 
ments. 

To  give  to  this  subject  the  respectful  consideration  which  it  deserves,  it  would 
not  have  been  possible  to  move  faster.  We  found,  however,  that  hearings  before 
the  House  Committee  on  Ways  and  Means  were  closed  and  tlie  door  of  the 
Lower  House  apparently  barred.  Fortunately,  the  Senate  Committee  on 
Finance  had  not  completed  its  hearings  and  our  chamber  is  given  a  hearing  before 
your  committee  today  (Fel).  18). 

HOW  THE  OHIO  CHAMBER  OF  COMMERCE  MAKES  UP  ITS  MIND 

Our  chamber  does  not  indulge  in  snap  judgments.  Every  major  conclusion 
passes  through  the  following  states: 

First.  A  factual  investigation  and  report  by  the  research  department  and 
Btaff  of  the  chamber. 

Second.  Reference  to  the  appropriate  committee  or  committees. 

Third.  Action  on  such  committee  report  by  the  board  of  directors. 

Fourth.  A  referendum  of  the  membership,  when  ordered  by  the  board. 

The  board  of  directors,  which  is  the  policy-making  body  of  the  chamber,  is  a 
miniature  legislature.  There  are  63  members,  of  whom  15  represent  the  geo- 
graphical district  of  the  State,  8  represent  chambers  of  commerce  in  the  major 
cities,  1  represents  the  Ohio  Association  of  Commercial  Organization  Secretaries, 
1  represents  the  Junior  Chamber  of  Cojnmerce  of  the  State,  3  represent  manu- 
facturing, 2  represent  agriculture,  2  represent  banking,  2  represent  education,  2 
represent  insurance,  2  represent  motor  transportation,  2  represent  natural-resource 
production,  2  represent  the  press,  2  represent  the  professions,  2  represent  pviblic 
utilities,  2  represent  rail  transportation,  2  represent  real  estate,  2  represent  trade, 
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2  represent  water  transportation,  and  1  is  the  immediate  past  president  of  the 
chamber.  There  are  also  8  officers  of  the  chamber  who  are  ex-officio  members 
of  the  l)oard,  to  wit:  Tlie  president,  first  vice  president,  treasurei,  and  five  district 
vice  presidents. 

We  respectfully  submit  that  the  conclusions  reached  in  this  thoiough  way,  by 
a  body  of  this  character,  in  a  State  of  the  magnitude  and  traditions  of  Ohio,  are 
worthy  of  your  serious  consideration. 

The  Chairman.  The  next  \\dtrxess  is  Mr.  Henry  E.  Jackson,  of 
New  York. 


STATEMENT  OF  HENRY  E.  JACKSON,  PRESIDENT  SOCIAL  ENGI- 
NEERING INSTITUTE,  NEW  YORK  CITY 

Mr.  Jackson.  Mr.  Chairman  and  gentlemen:  For  5  years  I  was 
working  in  the  Federal  Government  in  the  Department  of  the  Interior 
under  Franklin  K.  Lane,  as  a  social  engineer,  working  in  the  Federal 
Government  in  the  field  of  government  and  community  organization. 
Since  then  I  have  been  working  as  a  social  engineer  in  connection  with 
large  industries,  trying  to  persuade  them  to  adopt  voluntarily  just 
such  a  protection  plan  as  this  bill  aims  to  compel  them  to  adopt.  For 
example,  5  years  ago  I  drafted  and  installed  for  the  Westinghouse 
Manufacturing  Co.  in  Pittsburgh  a  plan  covering  40,000  employees,  a 
scientific  trustee  community  plan,  which  has  been  working  success- 
fully for  5  years,  and  they  are  so  pleased  with  it  that  they  have 
extended  it  to  three  additional  subsidiary  companies.  They  are  not 
only  pleased  with  it  but  they  have  discovered  that  it  is  not  only  not 
a  burden  from  expense  but  that  it  is  a  means  of  saving  them  expense. 

Senator  King.  You  are  directing  your  remarks  principally  to  the 
unemployment  insurance,  are  you,  now? 

Mr.  Jackson.  I  am  speaking  at  this  moment  on  the  retirement 
annuities. 

Senator  King.  Pensions? 

Mr.  Jackson.  Pensions.  I  merely  say  that  to  indicate  that  I  have 
drawn  some  matured  conclusions  based  on  a  rather  large  experience 
with  industry,  and  after  some  very  careful  thought. 

Senator  Costigan.  Are  there  any  evidences  that  your  plan  for  the 
Westinghouse  employees  was  breaking  down  the  moral  fiber  of  those 
employees? 

Mr.  Jackson.  On  the  contrary,  it  is  stimulating  it.  It  is  on  a 
50-50  basis,  the  employer  paying  half,  the  employee  paying  half,  so 
that  the  employees  are  preserving  their  self-respect  and  they  are 
taking  part  in  its  administration  as  well. 

The  Chairman.  Is  that  largely  on  the  same  plan  that  the  Eastman 
Kodak  people  operate? 

Mr.  Jackson.  Somewhat ;  excepting  that  Westinghouse  is  operating 
it  wholly  itself  on  a  trustee  basis  involving  no  insurance  company  and 
saving  itself  a  very  large  sum  of  money  on  that  account. 

I  did  not  ask  for  an  opportunity  to  come  here  and  speak  to  you,  but 
in  speaking  to  a  friend  of  mine,  a  Senator,  he  urged  me  to  do  it  and  he 
wanted  me  to  come. 

The  Chairman.  We  are  glad  to  hear  you. 

Mr.  Jackson.  Thank  you,  sir.  I  hesitated  to  come  because  I 
thought  you  were  already  deluged  with  great  numbers  of  suggestions. 

The  Chairman.  That  is  quite  true,  too.     [Laughter.] 
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Mr.  Jackson.  But  more  particularly  I  hesitated  to  come  because 
I  did  not  want  to  appear  as  a  critic  of  this  bill,  because  I  am  not.  I 
mean  to  say  that  I  agree  with  its  objectives  heartily.  I  may  say  that 
I  am  100  percent  in  favor  of  its  objectives,  and  about  75  percent 
against  the  methods  proposed  in  the  bill  of  obtaining  those  objectives, 
but  I  appear  as  a  very  friendly  critic.  I  never  thought  that  I  earned 
the  right  to  criticize  any  proposed  measure  unless  I  had  something 
better  to  offer  as  a  substitute. 

The  Chairman.  We  will  be  very  glad  to  hear  your  constructive 
suggestions. 

Mr.  Jackson.  Thank  you,  sir. 

Senator  King.  And  your  critical  suggestions,  too. 

Mr.  Jackson.  I  believe  I  have  a  substitute  plan  to  propose  that 
will  be  much  more  efficient  and  much  more  workable  and  infinitely 
less  expensive  to  the  Government. 

The  Chairman.  That  is  with  reference  to  unemployment  insurance? 

Mr.  Jackson.  That  is  with  reference  to  the  whole  social-security 
program,  including  all  of  the  major  hazards  of  industry,  including 
unemployment. 

It  is  of  course  impossible  in  the  short  time  that  you  could  give  me 
to  explain  that,  and  it  so  happened  that  I  was  asked  by  the  editor 
of  a  leading  magazine  in  New  York  to  prepare  an  article  making  a 
comprehensive  statement  on  such  a  constructive  social-security 
problem,  which  might  be  a  substitute  for  this  measure,  and  I  finished 
it  last  week  and  I  took  it  to  him.  But  since  coming  here  and  talking 
to  my  friend  who  indicated  to  me  what  a  serious  problem  this  is  for 
this  committee,  I  decided  to  withdraw  that  manuscript  from  the 
magazine  and  submit  it  to  you  in  the  hope  that  it  may  help  j^'ou  do  it. 

The  Chairman.  We  will  be  very  glad  to  insert  that  in  the  record. 

Mr.  Jackson.  Thank  you,  sir.  That  states  in  orderly  fashion  a 
constructive  program  and  the  figures  and  facts  to  sustain  it. 

I  think  I  may  be  most  helpful  if  I  should  take  a  few  minutes  to 
just  name  very  briefl}^,  the  chief  yardstick  principles  which  the 
article  expounds  which  I  think  would  be  helpful  on  this  in  the  recon- 
struction of  this  measure. 

Senator  King.  Would  you  permit  an  interruption  before  pro- 
ceeding? 

Mr.  Jackson.  Yes,  sir. 

Senator  King.  Does  the  paper  which  you  were  kind  enough  to 
furnish  us  discuss  the  question  or  the  proposition  as  to  how  the 
Westing-house  and  these  other  organizations  which  have  been  set  up 
may  be  preserved  insofar  as  they  are  valid  and  have  merit  and  inte- 
grated with  any  sort  of  an  organization  such  as  you  indicate? 

Mr.  Jackson.  Quite  so,  sir.  Using  the  Westinghouse  experience  as 
an  illustration  of  the  cost  and  schedules  and  so  forth. 

Senator  King.  Thank  you.  Then  I  won't  ask  you  anything 
further  on  that. 

Mr.  Jackson.  I  v/ould  suggest  then  some  leading  facts  tiiat  might 
indicate  to  you  something  that  may  be  helpful  if  you  would  give  the 
paper  very  careful  reading.  While  this  document  is  in  the  form  of  a 
magazine  article  which  will  make  it  more  comfortable  reading  for  you, 
it  nevertheless  attempts  to  be  a  demonstration  like  the  demonstration 
of  the  problem  in  geometry,  that  it  is  possible  to  enact  a  social- 
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security  program  without  any  doles,  without  increasing  the  pubHc 
debt  or  the  pubUc  taxes. 

That  is  rather  audacious,  I  grant,  but  that  seeks  to  be  a  demonstra- 
tion of  that  fact.  That  is  to  say,  it  can  be  made  wholly  self-sup- 
porting. 

That  indicates  further  that  it  would  be  wise  in  my  judgment  if 
this  bill  were  divided  into  two  bills  or  if  that  is  not  possible,  certainly 
into  two  distinct  parts.  It  would  be  better  in  two  bills.  First, 
those  provisions  which  are  permanent  in  their  nature  and  which  can 
be  made  self-supporting.  Those  that  are  self-supporting  only  to  be 
included  in  a  social  "security  program",  because  that  is  a  permanent 
thing  and  it  would  be  in  keeping  with  the  meaning  of  social  security. 

Second,  in  the  second  part  of  the  second  bill,  only  those  parts  which 
are  designed  to  be  temporary  in  their  nature  as  a  relief  to  emergency 
need  and  which  calls  for  expenditure  of  money. 

Those  two  separate  measures  are  wholly  different.  They  rest  on 
wholly  different  economic  foundations,  require  wholly  different  sys- 
tems of  financing  and  administration. 

They  do  not  belong  together.  It  seems  to  me  it  is  impossible  to 
add  them  together  any  more  than  to  add  3  quarts  of  milk  to  tlu'ee- 
quarters  of  a  mile.  It  is  a  contradiction  in  terms.  Therefore,  I 
would  urge  you  to  consider  the  separation  of  those  two  sets  of 
measures. 

We  may  disregard  now  for  the  moment  those  measures  which  are 
temporary  or  emergency  relief.  We  all  are  agreed  that  we  must 
render  assistance  to  less  fortunate  fellow  citizens  while  it  lasts,  but 
we  can  very  well  do  that  if  we  realize  that  it  is  temporary  in  its 
nature,  and  especially  if  we  can  get  going  at  the  same  time  a  measure 
which  will  prevent  the  need  of  its  recurrence.  It  seems  to  me  that 
no  relief  measure  is  economically  or  socially  so  and  which  does  not 
provide  in  itself  a  means  of  eliminating  the  need  for  rehef. 

Thii'd,  the  articles  seeks  to  show  how  we  can  get  a  much  more 
uniform  measure  throughout  American  industries,  that  is  to  say  we 
can  guarantee  a  uniform  social  security  program  in  American  indus- 
tries, and  at  the  same  time  secure  a  much  larger  degree  of  free- 
dom on  the  part  of  the  States  in  their  cooperation  with  us  than  this 
bill  proposes.  I  think  that  is  a  very  vital  thing.  As  it  stands  now, 
this  measure  calls  not  for  1  law  but  for  48  laws.  But  we  do  not 
know  what  this  law  will  be  until  the  48  States  take  action,  if  they  all 
do,  which  is  somewhat  uncertain.  Therefore,  instead  of  48  laws, 
uncertain,  we  are  to  have  one  law  which  is  certain,  and  as  I  say  I 
think  it  is  a  meaningless  courtesy  as  stated  in  the  bOl,  this  courtesy 
to  the  States,  because  the  bill  proceeds  immediately  to  take  almost 
every  bit  of  freedom  from  the  States.  I  think  the  States  ought  to 
have  real  freedom  of  action  and  the  States  can  be  utilized  to  function 
in  a  very  great  way,  a  necessary  way,  in  a  country  the  size  of  this, 
in  administering  a  bill  like  this,  if  we  grant  them  the  freedom,  but 
our  great  problem  is  how  to  get  concerted  action  in  the  whole  and 
yet  preserve  freedom  in  the  parts.  I  think  we  can  do  that  much 
better  than  the  way  provided  in  this  bill.  The  article  seeks  to  do 
that. 

Fourth,  I  think  it  is  a  bad  economic  principle  and  unsound  as  an 
economic  principle,  for  any  measure  to  state  the  amount  of  cost  or 
tax  which  is  to  be  imposed  on  the  industries  for  the  cost  of  any 
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protection  program  for  the  simple  reason  that  nobody  knows  or  can 
know  what  the  cost  is.  Therefore,  I  think  that  ought  not  to  be  in  any 
measure.  Instead  of  that,  all  that  is  necessary  is  to  state  the  schedule 
of  required  benefits  wliich  an  industry  is  asked  to  yield.  That 
schedule  of  benefits  required  to  yielded — that  is  all,  and  that  is 
sufficient.  The  cost  of  it  will  vary  with  almost  every  industry.  For 
example,  for  one  illustration  of  a  scientific  annuity  plan,  the  parent 
company  of  the  Westinghouse  cost  1.3  percent  of  the  pay  roll,  but  for 
a  subsidiary,  the  Westinghouse  Lamp  Co.,  the  identical  same  program 
cost  it  0.9  percent.    That  is  a  real  variation. 

Therefore,  if  we  would  just  require  industries  to  yield  a  certain 
schedule  of  benefits  and  let  them  regulate  the  cost,  a,llowing  the 
industries  the  freedom  to  use  whatever  methods  they  choose  which 
they  think  best  to  secure  those  results,  so  long  as  those  methods  are 
sound,  of  course.  An  industry  could  operate  it  itself  on  the  trustee 
basis,  it  could  use  an  insurance  company  if  it  wished  or  it  could  use 
a  State  pooled  fund  if  the  State  created  a  pool  fund.  It  would  make 
no  difference  to  us  what  method  it  used  so  long  as  it  produced  the 
required  results  contemplated  in  the  bill.  There  is  just  an  illustration 
of  how  you  can  get  freedom  in  the  parts  and  yet  concerted  action. 

Senator  King.  Yoiir  plan  however  would  contemplate  notwith- 
standing the  freedom  which  is  given  to  industry  itself  to  formulate 
and  execute  these  plans  for  social  insiu'ance,  nevertheless  the  State 
would  have  authority  to  proceed  and  create  a  pool  or  permit  each 
industry  to  function  for  itself. 

Mr.  Jackson.  Precisely.  As  supplementary  legislation,  it  would  be 
most  valuable  in  the  administration  of  this  Federal  law. 

Fifth,  it  seeks  to  show  that  an  unemployment  wage  reserve  plan 
required  to  be  set  up  by  industries,  ought  to  be  designed  and  expected 
to  3deld  a  protection  only  for  that  degree  of  unemployment  which 
you  may  call  occasional  unemployment  or  seasonal  unemployment, 
that  is  to  say  a  certain  portion  of  an  employer's  employees  are  laid 
off  for  3  months  or  6  months  so  that  he  ma}^  not  overstock  his  market 
with  goods.  Such  a  degree  of  unemployment  is  always  an  essential 
factor  in  efficient  management  in  industry.  There  always  will  be 
that  degree  of  unemployment  and  always  ought  to  be.  It  is  no  problem 
however  if  a  wage  reserve  protection  plan  is  set  up  to  care  for  those 
men  over  those  periods.  They  are  thereby  regarded  as  a  reserve 
labor  force,  which  is  an  important  thing  to  him. 

If  all  industries  did  that,  that  would  take  care  of  2,338,000  employ- 
ees, that  is  to  say,  the  average  yearly  am.ount  of  unemployment  exist- 
ing between  1920  and  1929  mclusive,  which  is  a  very  typical  period, 
both  prosperous  years  and  unprosperous  years,  was  that  amount — 
2,338,000. 

You  will  please  note  that  that  would  be  no  burden,  it  would  not  be 
a  burden  on  industry;  that  is  not  expensive  for  any  employer  that  has 
a  production  cost,  to  take  care  of  these  main  hazards,  like  old  age, 
disability,  and  so  forth — the  four  major  hazards  in  American  industry — 
and  the  cost  for  those  four  programs  is  not  burdensome,  not  burden- 
some unless  we  make  it  so  by  our  legislation.  It  is  not  burdernsome,  as 
I  say,  and  it  is  a  proper  charge  against  production  costs.  The  de- 
preciation of  human  machinery  is  a  proper  charge  against  production 
cost,  and  can  be  absorbed  as  a  production  cost,  and  if  our  industries 
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are  all  on  the  same  basis,  then  there  is  a  fair  basis  of  competition 
and  no  problem.    Our  problem  begins  after  that. 

I  would  say  that  those  four  ought  to  be  made  wholly  self-supporting 
with  no  charge  to  the  Government  of  any  kind. 

Now,  our  trouble  begins  at  this  point.  When  our  volume  of 
unemployment  came  to  be  4  or  6  or  8  or  10  million,  this  excess 
volume  of  unemployment,  it  is  impossible,  of  course,  not  only  unfair 
but  impossible,  physically  impossible,  to  expect  industry  to  set  up 
any  reserve  then  that  would  care  for  that  excess  volume  of  unemploy- 
ment. It  could  not  be  done.  Because  that  occurs  not  in  consequence 
of  the  operation  of  the  industry  as  the  seasonal  unemployment,  but 
in  consequence  of  the  breakdown  of  our  whole  economic  system,  and 
to  make  that  very  dramatic,  when  I  installed  the  plan  for  the  Westing- 
house,  their  pay  roll  was  $70,000,000.  In  1932  the  pay  roll  was 
$28,000,000.  The  difl'erence  between  $28,000,000  and  $70,000,000 
represents  that  differential.  No  industry  possibly  could  be  required 
to  set  up  a  reserve  then  to  take  care  of  that  amount  of  unemployment. 

Therefore  it  seems  to  me  we  ought  to  include  in  this  bill  a  way  by 
which  that  excess  unemployment  can  be  absorbed.  It  seems  to  me 
that  that  is  the  real  problem  before  the  United  States  now,  and  there 
is  only  one  answer,  gentlemen,  please.  This  is  not  onh^  a  terrific 
problem  of  the  moment,  but  that  is  a  continuing  problem  because 
these  displaced  workers  are  going  to  continue  to  be  displaced  by 
improved  machinery.  It  is  the  thing  we  have  to  face  primarily  in 
the  solution  of  this  problem.  To  provide  a  way  by  which  these  men 
could  earn  their  living — that  is  our  problem. 

This  paper  attempts  to  say  what  has  taken  me  20  years  to  conclude, 
namely,  that  the  self-supporting  homestead  village  is  the  answer  to 
that  problem;  wholly  self-supporting  and  costs  the  Government 
nothing;  self-liquidating  debts.  Two  generations  ago  this  Govern- 
ment installed  the  homesteading  policy  by  furnishing  free  land  to 
the  men  who  were  not  absorbed  in  other  industries  and  who  wanted  a 
chance  to  earn  a  living.  Those  freelances  are  now  gone,  but  the  land 
we  have  left;  we  have  endless  land  left,  not  free  but  which  can  be 
acquire<l  upon  such  easy  terms  that  it  makes  the  solution  of  the  prob- 
lem perfectly  feasible,  and  it  can  be  demonstrated  to  be  a  self-liquidat- 
ing proposition.  I  go  into  that  at  some  length,  because  I  think  that 
is  the  heart  of  that  problem. 

Just  in  passing,  that  is  not  only  in  my  judgment  a  means  of  relieving 
immediately  the  unemployment  problem  and  promoting  the  capital- 
goods  industries,  making  work  all  over  the  country  in  every  way,  but 
aside  from  that  it  seems  to  me  it  is  the  most  profoundly  important 
project  from  the  standpoint  of  the  national  welfare  and  the  develop- 
ment of  a  self-reliant  citizenship  that  this  committee  has  ever  been 
called  on  to  consider.  I  think  it  is  the  most  important  thing  for  tliis 
Nation  to  consider  now  or  at  any  time.  I  cannot  go  into  that  because 
it  is  too  big. 

The  iiuplication  of  that,  tl  c  far-reaching  helpful  consequences  on 
manhood,  on  childhood,  on  the  future,  is  enormous. 

Just  for  the  moment  I  will  make  this  little  illustration.  Owen 
Young  states  it  this  way,  which  is  very  picturesque,  very  concrete, 
and  very  good.  When  he  went  back  to  his  village,  the  little  village 
in  which  he  was  raised,  there  used  to  be  a  village  blacksmith,  a  village 
shoemaker,  and  a  villas-e  tailor.     He  said  that  in  hard  times  those 
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men  usually  had  their  little  homestead  and  a  little  ground  and  a  cow 
and  their  pig.  In  hard  times  they  were  no  problem  to  anybody. 
There  was  no  dole,  they  got  along  very  well,  but  now,  he  said,  "I  go 
back  there  and  those  men  are  not  there.  Where  are  they?  They 
have  been  enticed  or  driven  from  those  villages  and  congregated 
around  these  industrial  centers,  living  in  little  shacks  on  little  lots, 
20  by  30,  and  they  have  no  cow,  pigs,  and  no  vegetable  garden." 
He  said,  "Now,  the  employer  did  that  for  the  sake  of  increasing  his 
profit,  also  to  furnish  shoes  cheaper  to  society,  therefore  society 
getting  a  financial  benefit  from  that  movement,  and  the  employer 
getting  an  increased  profit  from  that  movement,  they  have  done  it 
at  the  expense  of  the  village  blacksmith."  And  Mr.  Youngsaid: 
"Therefore  we  owe  the  village  blacksmith  a  debt.  We  ought  to 
undo  that  injustice." 

As  a  matter  of  fact,  there  are  of  course  many  types  of  those  home- 
stead villages,  but  it  seems  so  obvious  that  a  homestead  village  within 
4  or  5  miles  of  any  industrial  plant  or  city  anywhere,  with  a  little 
homestead  and  1  or  2  or  3  acres  of  land,  and  those  employees  who  are 
just  given  the  right  to  acquire  that  on  long-term  amortization  plan, 
that  little  homestead,  you  see  we  have  restored  the  condition  that 
Owen  Young  speaks  about,  which  is  a  wise  and  sound  course  to  pursue. 
That  little  homestead  itself,  please  to  note,  is  a  part  of  your  social 
security  program,  a  really  vital  part,  not  only  that,  but  if  John  Doe 
has  the  privilege  of  occupying  such  a  homestead,  it  would  be  a  great 
easement  on  the  reserve  fund  set  up  both  for  the  pension  benefit  and 
the  unemployment  benefit.  Neither  the  employer  nor  John  Doe 
would  need  to  set  up  such  a  large  reserve  for  those  two  purposes  as 
they  otherwise  would.  So  that  it  means  immediate  money  to.  all  em- 
ployers all  over  America,  and  a  great  additional  service  to  John  Doe. 

It  just  occurs  to  me  that  I  forgot  to  mention  this  in  passing.  We 
usually  have  segregated  the  idea  of  a  pension  plan  from  the  unem- 
ployment plan  and  considered  it  a  different  thing.  I  call  your  atten- 
tion, please  to  note,  the  organic  relationship  between  a  pension  plan 
and  the  unemployment  problem.  For  example,  if  a  scientific  retire- 
ment system  was  operating  in  all  American  industries,  it  would  im- 
mediately put  on  the  retired  list  over  1,000,000  employees  of  65  years 
and  over.  That  is  the  number  I  calculate  are  at  the  present  time 
engaged  in  American  industries.  Those  men  are  taken  off  the  regular 
pay  roll,  but  they  are  not  put  in  the  streets  to  die,  they  are  put  on  the 
pension  roll.  That  makes  immediately  room  for  1,000,000  other 
employees  to  take  their  place.  That  takes  care  of  a  very  large  lot  of 
the  unemployment  problem,  and  it  automatically  keeps  on  doing  so 
in  the  future.     That  is  a  very  important  thing,  too. 

Senator  King.  Are  you  justified  in  assuming  that  the  million  men 
to  whom  you  have  just  referred  to  over  65  are  employed?    ' 

Mr.  Jackson.  Now  employed;  yes.     I  have  those  facts  and  figures. 

Just  one  more  thing:  Incidentally  if  this  bill  were  rewritten,  I 
mean  a  substitute  bill  rewTitten,  organized  on  the  basis  of  self-support 
wholly,  that  is  the  social  security  part  of  it,  it  would  vastly  simplify 
the  bill,  which  is  a  very  important  thing.  It  is  almost  impossible 
for  a  man,  it  seems  to  me,  to  read  this  bill  without  suffering  from 
mental  fatigue. 

Senator  King.  If  he  reads  it  twice  there  is  more  mental  fatigue. 
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Mr.  Jackson.  It  reminded  me  when  I  first  read  it,  of  a  remark  I 
made  about  a  similar  document.  I  said,  "Some  subjects  are  complex 
by  nature  and  some  achieve  complexity,  and  some  have  complexity 
thrust  upon  them  by  persons  in  whose  interest  it  is  to  inject  into  such 
measures  an  impressive  incomprehensibility."  It  seems  to  me  that 
one  of  the  distinguishing  marks  of  this  bill  is  its  impressive  incom- 
prehensibility. I  do  not  know  how  it  occurred;  I  cannot  imagine 
how  it  occurred. 

Senator  Couzens.  We  can  tell  you. 

Mr.  Jackson.  Thank  you  sir,  I  would  like  to  see  you  afterwards. 
[Laughter.] 

President  Wilson  used  to  say  that  the  function  of  experts  seemed 
to  be  to  make  utterly  confusing,  what  everybody  knows. 

Senator  King.  The  expert,  you  know,  is  the  man  that  knows  more 
about  less  and  less. 

Mr.  Jackson.  Quite  correct;  very  good.  Now,  friends,  I  say  that 
as  a  serious  matter,  because  in  a  bill  that  deals  with  a  public  subject 
hoping  to  get  the  cooperation  of  the  States  and  the  cooperation  of 
industries,  it  ought  to  be  understandable,  and  it  ought  to  be  made 
understandable.     It  is  a  serious  handicap  when  it  is  not  so. 

I  want  to  say  just  one  word  in  closing.  I  sympathize  with  you 
men  in  the  difficulty  of  your  task,  but  I  want  to  congratulate  you  on 
the  enormous  opportunity  you  have.  It  is  a  very  serious  oppor- 
tunity. I  believe  it  is  perfectly  easy  to  write  a  bill  that  is  under- 
standable. I  think  it  is  perfectly  easy  to  write  a  bill  that  would  be 
wholly  self-supporting,  without  any  public  taxes  or  increase. 

Senator  King.  Doctor,  will  you  essay  that  task? 

Mr.  Jackson.  I  would  be  very  happy  to. 

Senator  King.  I  am  sure  some  of  us  would  be  very  happy  to  receive 
your  contribution. 

Mr.  Jackson.  I  could  make  it  clear  and  understandable  English, 
but  I  am  not  prepared  to  translate  it  into  the  typical  congressional 
form.     You  have  men  that  can  do  that. 

I  only  have  one  thing  more.  You  know,  20  years  ago  England 
faced  just  what  we  are  facing  here  in  this  room  now.  England  made 
a  profound  blunder.  It  adopted  a  plan  that  was  basically  conspicu- 
ously defective.  They  have  spent  20  years  in  trying  to  undo  those 
defects.  They  have  had  13  amendments,  and  it  is  still  very  defec- 
tive. I  beg  of  you  gentlemen  to  consider  whether  or  not  if  you  cannot 
save  An  erica  from  repeating  that  experience.  It  does  seem  usually 
that  the  simple  and  direct  way  of  doing  anything  is  always  the  last 
thing  discovered.  It  is  so  in  mechanical  machinery,  it  is  so  in  social 
machinery,  but  I  beg  of  you  to  see  if  we  cannot  reverse  that  method 
now  and  do  it  in  a  simple,  clear,  direct  method,  so  that  we  will  not 
spend  the  next  20  years  with  a  large  army  of  administrators  trying  to 
find  out  what  the  bill  means  and  explaining  it  to  others. 

I  think  that  that  is  all  I  have  to  say.  I  think  that  that  is  an  impor- 
tant thing,  and  I  believe  it  is  a  beautiful  opportunity.  You  can  do 
it.     It  is  a  little  bold  and  clear  thinking  that  is  needed  now. 

The  Chairman.  It  is  very  refreshing,  Doctor,  that  j^ou  have 
made  it  so  simple  for  us. 
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Social  Security  without  Doles — How  Unemployment  as  a  Problbm  mat 
BE  Abolished  without  Public  Expense  or  Public  Doles 

By  Henry  E.  Jackson,  President  Social  Engineering  Institute 

government  by  discussion 

The  greatness  of  the  Athenian  Republic  flowered  at  the  western  end  of  the 
Agora,  or  Market  Place,  of  Athens.  Here  was  cut  out  of  the  solid  rock  a  theater 
open  to  the  sky,  large  enough  to  seat  6,000  citizens.  It  was  the  Pnyx,  the  Place 
of  Assemblers.  The  platform  was  a  portion  of  the  native  rock,  so  placed  that  to 
ascend  it  a  speaker  must  step  forth  from  the  body  of  citizens  as  from  among  his 
equals.  While  speaking,  he  wore  a  laurel  wreath  to  indicate  that  temporarily 
he  was  the  teacher  of  his  fellows.  The  citizen  who  succeeded  him  accepted  the 
laurel  wreath  in  turn.     Thus  the  citizens  went  to  school  to  each  other. 

Here  was  evolved  the  soul  of  the  Republic.  The  name,  Pnyx,  means  a  fist, 
and  was  applied  to  the  Forum,  because  as  a  fist  is  formed  by  the  assembling  of 
the  fingers  so  the  Forum  enabled  the  citizens  to  operate  with  the  impact  of  con- 
certed action.  It  was  the  process  used  to  develop  social  intelligence,  to  dis- 
cover the  nature  and  solution  of  public  problems. 

Our  American  Republic  was  designed  to  reproduce  the  Athenian  Republic  on 
a  larger  scale.  The  essential  formative  principle  of  our  democracy  is,  likewise, 
government  by  discussion.  Whatever  their  form  of  government,  all  nations  are 
in  fact  governed  by  public  opinion.  During  the  past  4  years,  we  have  been  en- 
gaged in  a  national  discussion  on  the  subject  of  social  security,  which  hitherto  has 
glared  by  its  absence,  and  which  the  suffering  entailed  by  the  depression  has  made 
still  more  glaring. 

We  have  completed  the  first  stage  of  our  discussion,  the  stage  preparatory  to 
action,  and  are  now  beginning  the  second  stage,  the  stage  which  is  concerned  to 
discover  the  appropriate  action  to  meet  the  determined  demand  for  a  degree  of 
security  against  catastrophic  hazards. 

What  our  national  preliminary  discussion  has  arrived  at  is  the  fact  that  com- 
pulsory Federal  legislation  on  a  social  security  program  seems  to  be  an  unes- 
capable  necessity.  Pressure  through  organized  and  intelligent  public  opinion 
will  compel  action  by  the  Government. 

THE    abandoned    MAN 

The  persistent  continuance  of  the  depression  has  made  crystal  clear  to  the 
average  industrial  worker  the  social  injustice  from  which  he  has  suffered  as  a  con- 
sequence of  our  industrial  evolution.  The  fact  that  this  social  injustice  may  not 
have  been  consciously  inflicted  on  him,  but  is  inherent  in  our  industrial  system, 
does  not  make  it  any  the  less  tragic  or  inexcusable,  if  unremedied.  The  eminent 
head  of  one  of  our  large  industries  has  stated  the  essential  nature  of  this  injustice 
with  brevity  and  clarity.  During  his  boyhood,  he  said,  there  existed  in  his 
native  village,  a  village  blacksmith,  a  village  tailor,  a  village  shoemaker.  They 
had  their  little  homesteads  located  on  plots  of  ground  sufficiently  large  to  be  use- 
ful. During  hard  times  they  had  the  means  of  self-support  to  a  large  degree  from 
products  of  their  cows,  pigs,  chickens  and  gardens,  and  needed  no  doles.  But 
now  these  independent  village  workmen  are  conspicuous  by  their  absence. 
They  have  been  driven  or  enticed  from  their  village  and  congregated  in  factory 
centers.  They  live  in  rows  of  little  monotonous  houses  built  on  bits  of  land  little 
bigger  than  the  houses,  and  like  the  houses  they  too  have  dwindled  down  into 
substitutes  for  the  specialized  pieces  of  machinery  not  yet  invented.  During 
hard  times  now,  they  are  humiliated  by  dependence  on  private  or  public  doles. 
Our  American  democratic  theory  of  self-dependence  has  been  destroyed. 

Whether  this  industrial  evolution  is  a  movement  upward  or  downward  is  a 
debatable  question.  What  concerns  us  here  is  that  this  industrial  process  has 
yielded  increased  profits  for  employers  and  cheaper  products  for  consumers,  but 
has  been  ruinous  to  the  village  blacksmith.  The  financial  advantage  to  industry 
through  increased  profits,  and  to  society  through  cheaper  goods  has  been  bought 
at  the  village  blacksmith's  expense. 

He  has  been  separated  from  "Mother  Earth"  as  his  source  of  protection  in 
need,  and  has  been  abandoned  to  the  control  of  adverse  forces  over  which  he  has 
no  control.  Does  not  our  sense  of  fair  play  and  sportsmanship  compel  us  to 
conclude  that  industry  and  society  ought  to  be  able  and  willing  to  compensate 
the  village  blacksmith  for  the  injury  he  sustained  in  the  process  of  benefiting 
them  both?     But  hitherto  he  has  been  the  abandoned  man  in  the  process. 
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He  refuses  to  be  abandoned  any  longer.  The  crystallized  public  opinion  sup- 
porting his  demand  is  moving  with  the  irresistible  might  of  the  law  of  moral 
gravitation.  This  great  and  terrible  depression  has  learned  this  social  injustice 
deep  into  the  souls  of  millions  of  citizens.  The  moral  sense  of  the  nation,  including 
the  moral  sense  of  a  large  number  of  emploj'ers,  cannot  suffer  this  injustice  to 
go  imredressed.  It  is  this  moral  protest  against  an  obvious  and  unbearable 
injustice,  which  furnishes  the  dynamic  motive  back  of  the  demand  for  a  national 
plan  of  social  security.  It  seems  tonie  a  totally  blind  misreading  of  the  signs  of 
the  times  unless  we  vividly  realize  that  this  demand  has  gone  far  beyond  the 
stage  of  compromise  or  exjjediency  or  optional  choice.  It  has  arrived  at  the 
stage  of  an  outraged  moral  sense  over  a  primitive  injustice.  When  any  demand 
reaches  the  simple  stage  of  moral  passion,  it  is  not  to  be  denied.  Public  opinion 
in  its  behalf  is  expressing  itself  in  terms  disturbingly  similar  to  the  burning  words, 
applied  by  Emerson  to  another  industrial  conflict,  which  two  generations  ago 
involved  us  in  a  needless  and  preventable  civil  war;  words  like  the  following 

"God  said,  I  am  tired  of  kings, 

I  suffer  them  no  more; 
Up  to  my  ear  the  morning  brings 

The  outrage  of  the  poor. 
"My  angel — his  name  is  Freedom — 

Choose  him  to  be  your  king; 
He  shall  cut  pathways  east  and  west 

And  fend  you  with  his  wing. 
"But,  laying  hands  on  another 

To  coin  his  labor  and  sweat. 
He  goes  in  pawn  to  his  victim 

For  eternal  years  in  debt. 
"Pay  ransom  to  the  owner 

And  fill  the  bag  to  the  brim. 
Who  is  the  owner?     The  slave  is  owner, 

And  ever  was.     Pav  him." 


IDEALS  IN  A  CASH  BOX 

The  fixed  determination  of  the  great  mass  of  average  citizens  to  right  a  moral 
wrong,  while  sufficient,  is  not  the  only  reason  why  the  adoption  of  a  national 
social-security  program  seems  a  foregone  conclusion.  Economic  pressure  on  the 
part  of  employers  is  likewise  operating  powerfully  in  its  behalf.  To  support 
millions  of  citizens  in  idleness  at  public  expense  creates  a  huge  tax  burden,  which 
naturally  falls  most  heavily  on  the  employing  class  of  citizens.  Emplo.yers  are 
beginning  to  discover  that  the  injustice  done  to  John  Doe  has  destroyed  his 
buying  power  and  has  robbed  the  employer  of  customers  for  his  products.  Em- 
ployers are  also  beginning  to  discover  that  a  distinguishing  function  of  a  sound 
and  adequate  social-security  program  is  to  create  and  sustain  mass  buying  power 
at  a  time  when  it  is  most  needed.  The  pocketbook  motive  is  a  powerful  ally  in 
the  movement  to  undo  a  social  injustice. 

These  then  are  the  two  powerful  motives,  which  will  guarantee  the  adoption  of  a 
national  social-security  program;  the  people's  desire  to  undo  a  social  injustice, 
and  the  employer's  desire  to  undo  an  economic  blunder.  It  will  be  just  as 
advantageous  to  employers  as  to  employees.  It  would  not  be  complimentary  to 
us  to  suppose  that  we  will  not  undo  a  social  injustice,  until  we  see  that  it  pays 
financially  to  do  so.  We  need  question  no  man's  motive  except  our  own;  we 
need  only  to  observe  in  passing,  the  interesting  fact  that  to  do  justice  pays  finan- 
cially, in  this  case  the  mass  desire  for  social  justice,  and  the  employers'  desire 
for  mass  markets  are  riveted  together,  and  both  are  working  for  the  same  desired 
goal.  "If  you  see  deep  enough  you  see  musically"  said  Carlyle.  As  soon  as  we 
examine  the  problem  of  social  security  basically,  we  perceive  that  the  interests 
of  all  classes  involved  in  it  are  harmonious,  that  it  is  advantageous  to  employer, 
employee,  and  the  Nation  ahke. 

For  these  reasons  the  necessary  conclusion  seems  clearly  to  be  not  only  that  we 
ought  to  have,  but  that  we  will  have,  a  social-security  plan  made  national  by 
compulsory  legislation.  By  common  consent  we  have  entered  the  second  stage 
in  our  national  discussion  of  the  problem.  We  no  longer  debate  whether  or  not 
we  shall  have  a  plan.  It  is  generally  agreed  that  we  sliall.  The  question  we  are 
now  beginning  to  consider  is  what  kind  of  a  plan  we  ought  to  have.  It  is,  there- 
fore, relevant  to  submit  for  public  con.sideration  a  definite  plan  of  social  security. 
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Certain  plans  on  one  or  another  industrial  hazard  are  already  before  the  public, 
and  many  more  will  no  doubt  be  presented  both  in  and  out  of  Congress.  This 
is  all  to  the  good.  The  national  policy  involved  in  this  proposal  is  so  new  and 
far-reaching  in  its  effect,  it  has  such  large  possibilities  for  stabilizing  American 
industry,  and  it  is  so  easy  to  make  critical  blunders  in  drafting  it  that  no  pains 
should  be  spared  in  discovering  a  sound  and  adequate  plan.  Let  us  examine 
suggestions  from  all  quarters,  and  out  of  a  thoughtful  discussion  the  best  plan 
will  finally  emerge  and,  by  common  consent,  can  be  adopted.  Congress  ought 
to  do  nothing  in  a  hurry,  because  the  issue  involved  is  one  of  the  most  important 
ever  presented  to  the  Nation  for  a  decision.  It  is  my  conviction  that  it  is  entirely 
possible  to  draft  a  plan  that  is  so  structurally  sound  and  adequate  that  it  will 
not  have  to  be  changed  after  its  adoption.  It  will,  of  course,  need  to  be  modi- 
fied and  adjusted  progressively  in  its  detail  provisions  as  experience  may  require, 
but  not  changed  in  its  essential  structure.  If  we  are  honest  with  the  facts  and 
with  ourselves,  we  have  sufficient  social  intelligence  to  determine  beforehand 
what  goal  we  desire  to  reach  and  the  best  road  for  reaching  it. 

As  yet  no  scientific  comprehensive  plan,  covering  the  chief  minimum  number 
of  hazards  to  meet  the  needs  of  social  security,  has  been  presented  for  our  con- 
sideration. Several  plans  have  been  proposed  in  Congress.  Many  more  will 
doubtless  follow.  One  State  has  adopted  a  plan.  Some  of  them  seem  to  me  to 
be  glaringly  defective,  some  of  them  have  real  merit,  no  one  of  them  is  without 
some  merit.  But  the  defects  of  long-term  plans  involve  consequences  of  so  much 
potential  danger  that  no  pains  should  be  spared  to  discover  a  sound  plan  before, 
and  not  after,  it  is  adopted. 

The  distinguished  plan  now  before  Congress  is  the  plan  prepared  by  President 
Roosevelt's  committee  of  experts  and  embodied  in  "The  Economic  Security 
Act",  introduced  in  Congress  by  Senator  Wagner.  The  mere  fact  that  such  a 
plan  was  devised  and  recommended  to  Congress  in  itself  marks  a  conspicuous 
and  significant  stage  in  our  progress  toward  social  justice  and  economic  widsom. 
It  opens  a  new  chapter  in  the  social  history  of  the  United  States,  a  chapter  that 
in  all  probability  never  will  be  closed.  The  President's  courage  in  opening  it 
has  placed  the  Nation  permanently  in  his  debt. 

The  objectives  of  the  plan  are  so  altogether  desirable,  and  the  President's 
devotion  to  them  is  so  sincere,  that  one  hesitates  to  offer  any  criticism  at  all  of 
the  method  proposed  for  securing  these  objectives.  But  the  President's  sincere 
devotion  to  these  objectives  will  insure  his  eager  acceptance  of  any  different 
methods  which  may  more  effectively  achieve  them. 

The  origin  of  the  administration's  plan  is  similar  to  that  of  the  social-insurance 
plan  of  England.  The  English  plan  was  the  joint  composite  product  of  social 
workers,  experts,  politicians,  and  business  men.  In  consequence,  it  is  only 
natural  that  its  marked  characteristics  should  be  that  it  is  complex;  that  it  is 
formulated  on  poorhouse  standards;  that  it  combines  relief  doles  v/ith  self-support- 
ing annuities;  that  it  is  actuarially  unsound;  that  it  commits  the  Government 
to  uncertain  and  increasing  future  expense;  that  it  is  not  self-supporting;  that 
it  requires  an  army  of  office  holders  to  administer;  and  that  it  makes  no  attempt 
to  remove  the  cause  of  unemployment  but  only  to  relieve  the  suffering  produced 
by  it.  Our  American  plan  has  been  handicapped  with  one  additional  factor  of 
wasteful  inefficiency,  which  the  English  plan  did  not  have  to  face,  that  is,  the 
assumed  necessity  that  the  States  be  co-makers  of  the  plan,  so  that  we  cannot 
know  what  our  plan  is  until  after  the  48  States  have  adopted  their  own  measures. 

All  of  these  essential  defects  could  be  eliminated  before  and  not  after  the  plan 
starts,  but  it  is  quite  improbable  that  they  will  be,  because  of  the  composite 
forces  sponsoring  the  plan.  The  simple  effective  way  of  doing  anything  or 
solving  any  problem  is  almost  invariably  the  last  thing  discovered  and  is  the 
result  of  laborious  effort.  This  has  been  true  in  the  development  of  mechanical 
machinery  and  also  of  social  machinery.  In  the  slow  process  of  emerging  by 
painful  experience  out  of  the  complexities  and  inefficiencies  of  the  proposed  plan 
into  simple  direct  effective  methods,  nothing  is  more  helpful  than  to  keep  before 
us  the  type  of  a  simple  efficient  plan  as  a  goal,  toward  which  we  may  progres- 
sively advance  as  a  desired  goal.  The  most  helpful  criticism  one  can  make  of 
other  plans  is  to  offer  a  yardstick  of  basic  principles  to  judge  them  by,  and 
exhibit  these  principles  in  a  concrete  plan  of  his  own,  which  he  believes  can 
efficiently  achieve  the  conquest  of  insecurity. 

Such  a  plan  I  am  about  to  present.  It  is  the  product  of  long  experience  and 
careful  study.  It  sounds  audacious  to  say  that  I  do  not  think  it  is  a  pretty  good 
plan,  but  the  best  plan  there  is.  If  I  did  not  believe  it  to  be  the  best,  how  could  I 
offer  it  at  all?     But  it  is  offered  in  the  hope  that  it  may  be  of  some  service  in  help- 

109780— 35— PT  11 7 


1106 


ECONOMIC    SECURITY    ACT 


ing  us  to  secure  a  plan,  which  is  even  approximately  good.  This  is  the  most  that 
we  can  expect,  because  Congress  naturally  has  to  operate  on  the  basis  of  the 
lowest  common  denominator. 

All  men  naturally  desire  a  degree  of  economic  independence.  A  degree  of 
economic  independence  after  a  lifetime  of  work  is  the  natural  birthright  of  every 
citizen.  All  men  naturally  desire  and  deserve  a  degree  of  social  security  against 
catastrophic  hazards,  against  which  they  individually  have  no  adequate  defense. 
If  you  ask  any  average  employee  what  fears  spoil  his  happiness  most  and  minimize 
his  efficiency  as  a  workman,  he  invariably  answers:  The  fear  that  I  will  lose  my 
job;  that  after  working  all  my  life,  I  will  be  dependent  in  my  old  age;  that  my 
death  may  leave  my  family  in  want;  that  my  disability  may  rob  my  wife  and 
children  of  their  breadwinner.  These  are  the  fears  most  on  his  mind.  My  con- 
clusion is  that  the  four  chief  risks,  which  the  evolution  of  modern  industry  has 
caused  to  be  progressively  more  hazardous,  are  death,  disability,  dependence  in 
old  age,  and  involuntary  unemployment.  These  are  the  essential  risks  to  be 
covered  in  a  social-security  program,  because  the  greatest  of  these  hazards  is  unem- 
ployment, and  the  other  three  are  so  organically  related  to  it,  as  we  shall  see,  that 
there  can  be  no  adequate  and  wise  security  against  unemployment  unless  they  are 
included  in  the  program. 


YARDSTICK    PRINCIPLES 

For  the  sake  of  clarity,  I  first  state  a  few  facts,  which  ought  to  serve  as  forma- 
tive principles  to  guide  the  construction  of  any  plan  which  may  be  adopted  if  it 
is  to  avoid  basic  defects  and  dangerous  consequences. 
•  1.  Social  insurance  against  industrial  hazards,  and  relief  for  those  in  want  are 
radically  different  ideas  and  cannot  be  included  in  the  same  program  without 
serious  injury  to  both. 

2.  A  public  dole  to  those  in  need  is  a  substitute  for  the  poorhouse,  but  a  benefit 
paid  under  a  social-insurance  plan  is  an  earned  reward  for  faithful  service.  The 
emergency  requiring  doles  can  be  safely  treated  as  temporary,  because  we  can 
remove  its  cause  and  terminate  it. 

3.  The  risks  involved  in  the  hazards  of  death,  disability,  and  dependence  in 
old  age  can  be  ascertained  and  calculated  and  their  expense  budgeted,  but  the 
risks  in  the  unemployment  hazard  are  not  ascertainable,  and  protection  against 
them  can  be  secured  not  by  using  the  insurance  principle  but  the  banking  principle. 

4.  It  is  a  financial  fallacy  for  a  legislative  measure  to  impose  on  employers  any 
definite  cost  of  a  social-insurance  program,  but  should  specify  only  the  schedule 
of  benefits  to  be  provided,  because  the  cost  of  the  same  program  will  vary  greatly 
with  the  nature  of  the  industry  and  the  methods  of  operating  the  program. 

5.  It  is  not  humanly  possible  for  industries  to  provide  a  reserve  fund  sufficient 
to  cover  the  large  volume  of  excess  unemployment  which  exists  not  in  consequence 
of  their  natural  operations  but  in  consequence  of  the  breakdown  of  our  whole 
industrial  system.  No  social-insurance  plan,  therefore,  is  feasible  unless  it 
provides  a  way  to  absorb  such  excess  of  unemployment. 

6.  The  cost  of  a  scientific  social-insurance  plan  is  a  proper  charge  against 
production  costs  and  may  not  be  an  added  expense  to  industry,  but  on  the  con- 
trary a  means  of  saving  expense,  without  taking  into  account  that  it  is  an  effec- 
tive means  for  creating  and  sustaining  mass  buying  power  for  the  products  of 
industry  at  a  time  when  it  is  most  needed. 

7.  It  is  possible  that  a  national  social-insurance  plan  can  be  made  to  be  entirely 
self-supporting  and  eliminate  the  use  of  doles,  and  not  add  to  the  public  debt  or 
increase  the  tax  rate. 

It  is  on  the  above  basic  principles  that  the  plan  here  proposed  has  been  con- 
structed. Any  program  to  be  effective  and  economical  ought  to  cover  three 
large  classes,  which  suffer  from  the  hazard  of  unemployment;  worn-out  workers, 
whose  unemployment  is  due  to  old  age;  seasoiial  workers,  whose  unemployment 
is  due  to  the  natural  fluctuations  of  industrial  process;  and  displaced  workers, 
whose  unemployment  is  due  to  industry's  inability  to  absorb  them.  In  the 
first  and  third  classes  the  unemployment  is  permanent,  and  in  the  second  class 
it  is  temporary.  As  we  proceed  to  exhibit  a  definite  social-security  plan,  it  will 
become  increasingly  clear  that  these  three  large  classes,  while  suffering  from  the 
same  hazard  of  unemployment,  face  distinctly  different  types  of  unemployment, 
which  require  different  types  of  protection.  If  a  social-security  program  properly 
protects  all  three  classes,  unemployment  as  a  problem  can  be  abolished  perma- 
nently, and  we  cannot  morally  or  financially  afford  to  make  anything  less  than 
this  to  be  our  goal,  especially  when  we  discover  that  this  goal  can  be  achieved 
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WORN-OUT    WORKERS 

In  constructing  a  remedy  for  the  problem  of  unemployment,  the  place  to  begin 
is  at  the  beginning.  It  will  doubtless  be  surprising  to  many,  if  I  maintain,  as  I 
do,  that  in  the  attack  on  unemployment  the  logical  and  easy  beginning  is  an 
old-age  retirement  plan.  The  organic  and  causal  relation  of  a  pension  plan  to 
the  abolition  of  unemployment  is  as  yet  realized  by  almost  none,  but  the  facts 
are  so  obvious  that  they  only  need  to  be  stated  to  be  accepted.  Is  it  not  clear 
that  if  older  employees  past  the  normal  retirement  age  were  honorably  separated 
from  the  service  with  an  earned  annuity,  positions  for  other  and  younger  em- 
ployees would  be  available  and  unemployment  decreased  to  that  extent?  This 
is  what  industries  as  a  whole  do  not  do,  because  they  do  not  have  scientific 
retirement  plans  in  operation.  When  an  industry's  retirement  plan  is  on  a 
haphazard  charity  basis  instead  of  a  scientific  reserve  basis,  as  almost  all  of  them 
are,  the  invariable  consequence  is  that  they  retain  worn-out  workers  in  the 
service  far  beyond  the  period  of  their  usefulness,  because  it  is  a  painful  process 
to  pay  the  retirement  benefit;  because  employers  are  too  kind  hearted  to  turn 
them  out  on  the  street  like  old  horses  to  die;  and  because  if  they  did  it  would 
cause  a  revolution  among  their  employees,  which  would  be  more  expensive 
than  retaining  worn-out  workers  on  their  pay  roll. 

Is  the  number  of  worn-out  industrial  workers,  who  ought  to  be  retired  to  make 
room  for  other  workers,  sufficiently  large  to  make  their  retirement  a  real  factor  in 
decreasing  unemployment?  Contrary  to  the  general  impression,  it  is.  From 
data  supplied  by  the  United  States  Census  Bureau,  and  typical  industries,  I  have 
made  a  conservative  estimate  which  shows  that  in  American  industries  at  j^resent 
there  are  ±,015,388  employees  who  are  65  years  old  and  over.  This  byproduct 
and  necessary  consequence  of  a  scientific  annuity  plan  renders  a  conspicuous 
service  to  abolition  of  unemployment.  During  depressions  of  ordinary  severity, 
the  decrease  in  unemployment  to  this  extent  would  constitute  an  impressive 
percentage.  It  should  be  noted  that  the  number  of  unemployed  would  not  only 
be  decreased  to  this  extent  Vjy  the  adoption  of  sound  annuity  plans,  but  would  be 
kept  automatically  decreased  to  this  extent. 

Do  not  these  facts  compel  the  conclusion  that  the  first  natural  item  in  a  social- 
security  program  is  a  scientific  annuity  plan?  It  eliminates  a  large  bloc  of  the 
uneinplo}  ment  i^robleni  to  begin  with  and  does  it  most  easily.  The  thin  edge  of 
the  wedge  is  its  efficient  end.  A  pension  plan  would  meet  less  resistence  than  any 
other  item  on  the  program,  because  employers  everywhere  realize  that  it  is  not 
only  a  fair,  but  a  necessary  equipment  of  industry,  wholly  apart  from  its  relation 
to  the  unemployment  problem.  This  is  indicated  by  the  fact  that  there  are  now 
about  400  volunteer  plans  operating  in  the  United  States.  It  is  true  that  elements 
of  merit  in  these  plans  glare  by  their  absence.  Almost  without  exception,  these 
home-made  plans  are  basically  defective,  unsound  financially  and  inefficient  in 
operation,  satisfactory  neither  to  employers  nor  to  employees.  They  are  not 
cooperative  and  therefore  they  yield  very  inadequate  retirement  income;  they  are 
not  secured  by  a  reserve,  and  therefore  are  not  dependable;  their  benefits  are 
distributed  as  gratuities  or  charity  doles,  and  therefore  are  morally  damaging  to 
the  benefactor  and  beneficiary  alike;  their  cost  is  annually  mounting  to  an  un- 
kno^^able  extent;  they  provide  no  way  by  which  to  charge  ofi"  as  an  operating 
expense  the  pension  liability  arising  out  of.each  year;  they  have  certain  conditions 
attached  which  nullify  the  good  effect  they  might  otherwise  have  on  employees, 
and  therefore  yield  a  very  inade(|uate  return  on  the  money  exjiended. 

The  economic  justification  for  a  sound  annuity  plan  can  be  stated  in  a  sentence. 
It  enables  an  employer  to  eliminate  superannuation  from  his  plant  at  a  time 
when  the  good  of  the  service  requires  it  without  doing  his  employees  an  injustice. 
A  few  employers  have  discovered  that  such  a  plan  may  not  be  an  added  expense 
at  all,  but  rather  a  means  of  saving  expense.  The  Federal  Government,  there- 
fore, without  any  misgiving  can  require  the  general  adoption  of  sound  annuity 
plans,  because  employers  who  have  not  already  discovered  that  they  are  finan- 
cially advantageous  to  them  are  certain  to  make  this  discovery  from  experience. 

What  is  a  sound  type  of  plan  with  a  fair  minimum  schedule  of  benefits,  which 
the  Government  could  properly  require  industries  to  adopt?  To  be  considered 
sound  and  effective  for  its  purpose,  a  plan,  in  my  judgment,  should  be  con- 
tractual cooperative  and  secured  by  a  reserve  fund  actuarially  calculated  to  be 
sufficient.  The  employer  as  his  share  should  provide  a  retirement  income  equal 
on  the  average  to  1  percent  of  the  employee's  wage  for  each  year  during  his 
whole  period  of  service.  To  simplify  the  matter,  let  us  call  these  amounts, 
provided  each  year  by  the  employer,  annuity  units.  They  are  deferred  annuities. 
An  annuity  unit  is  one  which  yields  an  income  of  $1  per  month,  beginning  at 
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the  normal  retirement  age  of  65,  and  lasting  for  life.  The  employer  provides 
each  year  1  annuity  unit  to  workers  receiving  $1,200  a  year;  2  annuity  units  to 
workers  who  get  $2,400,  and  so  on  to  the  $7,200  worker  who  receives  6  units. 

But  a  few  lower-salary  classes  receive  more  than  the  percentage  schedule  of 
benefits  and  a  few  higher-salary  classes  receive  less.  This  result  is  achieved  by 
assuming,  for  purposes  of  the  plan,  that  no  employee  receives  less  than  $1,200 
a  year  or  more  than  $7,200.  Thus  one  annuity  unit  per  year  is  the  least  any 
worker  can  receive  and  six  the  most. 

In  order  to  use  educational  methods  instead  of  compulsion,  an  employer  can 
stipulate  that  employees,  who  buy  each  year  for  themselves  as  many  units  as 
the  employer  provides  will  receive  as  a  bonus  one-quarter  unit  for  each  unit  so 
bought,  on  the  theory  that  it  is  better  to  reward  men  if  they  do,  than  to  punish 
them  if  they  don't. 

Thus  if  employees  cooperate  with  the  employer,  such  a  plan  is  designed  to  yield 
to  average  employees  a  retirement  income  equal  approximately  to  50  percent  of 
an  employee's  average  salary  for  a  normal  period  of  service.  For  example, 
John  Doeenters  the  plan  at  age  35;  his  wage  is  $100  per  month  and  for  the  sake 
of  the  illustration,  we  assume  his  wage  remains  the  same  for  his  30  years  of  service 
until  he  is  age  65.  Each  year  his  employer  buys  1  annuity  unit,  and  if  he  buys  1 
for  himself,  he  receives  7}i  units  extra  as  a  bonus.  Thus  at  age  65  he  will  have 
67>'2  units,  which  will  yield  him  a  life  income  of  $67.50  per  month,  or  67>^  percent 
of  his  average  wage.  By  thus  organizing  the  plan  on  a  cooperative  50-50  basis, 
we  halve  the  expense  to  the  employer,  and  double  the  return  to  the  employee  for 
the  money  he  invests. 

In  order  to  safeguard  the  employer  against  the  temptation  to  discharge  an  em- 
ployee before  he  reaches  retirement  age  to  avoid  paying  him  his  annuity,  the 
plan  should  stipulate  that  any  employee,  who  has  served  25  or  more  years,  has  a 
vested  right  in  the  annuity  units  to  his  credit,  if  before  he  completes  his  full  term 
he  is  separated  from  the  service  for  any  cause  and  that  his  annuity  units  will  be 
matured  and  paid  just  the  same  as  if  he  had  remained  until  retirement  age. 

Employees  who  leave  with  less  than  25  years  of  service  receive  the  full  amount 
of  their  own  deposits  plus  interest  compounded  at  4  percent.  Thus  the  plan  is  a 
good  savings  plan  for  employees,  who  leave  after  a  few  years  of  service,  and  a 
guaranteed  life-income  plan  for  those  who  complete  a  25-year  term,  a  full  term 
of  service. 

Such  a  plan  is  efficient  and  inexpensive.  Its  character  value  and  money  value 
have  both  been  demonstrated  in  actual  practice.  The  cost  will  be  considered 
presently.  We  are  here  concerned  to  indicate  the  minimum  schedule  of  benefits, 
which  asocial  security  program  ought  to  provide. 

It  should  be  noted  "that  the  fife  annuity  paid  under  a  plan  so  organized  is  in  no 
sense  a  dole  or  charitv.  John  Doe  with  his  own  money  buys  his  half  of  the 
income.  The  other  half  of  it,  furnished  by  the  employer,  is  justified  on  strictly 
business  grounds.  It  enables  him  to  prevent  the  waste  of  hidden  pensions,  to 
eliminate  inefficiency  from  his  plant  honorably,  and  to  decrease  his  pay  roll  at  no 
extra  cost,  when  emergencies  make  it  necessary. 

In  the  classification  of  worn-out  workers,  we  should  include  workers  who  are 
temporarily  worn  out  through  disability  and  workers  who  are  permanently 
worn  out  through  death.  This  means  that  an  annuity  plan  should  have  attached 
to  it  a  death  benefit  and  a  disability  benefit,  that  is  group  life  insurance  and 
disability  insurance,  both  of  which  may  properly  be  classified  under  the  caption 
of  the  unemployment  hazard.  When  a  worker  is  disqualified  for  work  on  account 
of  his  disability,  he  is  unemployed  for  such  a  period.  If  a  family  loses  its  bread- 
winner bv  death,  it  suffers  hardship  because  of  his  permanent  unemployment. 
All  workers  who  suffer  from  the  hazards  of  death,  disability,  and  old  age,  are 
accurately  described  as  worn-out  workers  and  should  be  protected  in  the  way 
here  indicated,  as  the  natural  obligation  of  the  industry  in  whose  service  they 
have  been  worn  out. 

An  employee  is  exposed  to  the  hazard  of  disability  any  time,  and  therefore, 
the  disability  benefit  should  be  made  available  during  his  entire  period  of  service 
and  cease  only  when  his  retirement  benefit  begins.  This  program  is  an  advan- 
tageous to  employers  as  to  employees.  The  relationship  of  life  insurance  to 
annuities  is  reciprocal.  They  are  exact  opposites  and  complementary  in  their 
financial  operation.  What  the  reserve  fund  loses  on  one,  it  gains  on  the  other. 
If  .John  Doe  dies,  the  fund  pays  the  death  benefit,  but  not  the  retirement  benefit; 
if  he  lives,  it  pavs  the  retirement  benefit,  but  not  the  death  benefit. 

It  is  suggeste'd  that  a  fair  and  feasible  minimum  death  benefit  would  be  an 
amount  equal  on  the  average  to  about  1  year's  wage,  and  a  wise  and  workable 
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disability  benefit  would  be  an  amount  equal  on  the  average  to  one-fourth  of  the 
monthly  wage  and  payable  while  disability  lasts,  but  not  after  the  pension 
benefit  begins. 

The  organic  and  logical  relation  of  the  death  and  disability  provisions  to  a 
scientific  annuity  plan  may  be  described  with  brevity  and  clarity  in  terms  of 
John  Doe's  experience.  John  Doe's  goal  is  to  acquire  a  degree  of  economic 
independence  after  a  lifetime  of  work.  His  employer's  goal  is  to  assist  John  Doe 
to  acquire  such  independence  so  that  he  may  be  retired  from  service  when  the 
efficiency  of  the  industry  requires  it. 

But  on  John  Doe's  way  to  this  goal  he  may  meet  two  hazards  which  will  defeat 
his  purpose;  one  is  death,  the  other  is  disability.  In  order,  therefore,  to  insure 
his  purpose,  protection  against  these  two  hazards  should  be  attached  to  the  an- 
nuity plan  as  temporary  provisions,  to  be  discarded  when  John  Doe  arrives  at 
retirement  age  and  his  annuity  benefits  begin. 

Of  these  three  items  in  a  scientific  pension  plan,  the  annuities  come  first  in  im- 
portance, both  for  the  employer  and  employee.  Sickness  is  preventable;  death 
may  or  may  not  be  an  advantage,  but  want  and  humiliation  in  old  age,  "the  bitter- 
ness of  eating  other  peoples'  bread  and  climbing  other  peoples'  stairs  at  night"  is 
certain  tragedy  to  John  Doe.  To  his  emploj^er  it  means  both  moral  embarrass- 
ment and  economic  waste.  Thus  the  evil  consequences  of  unem^ploym^ent,  due 
to  death,  disability,  and  old  age  may  be  removed  or  mitigated  by  a  comprehen- 
sive annuity  plan  as  indicated. 

SEASON'AL    WORKERS 

The  next  type  of  employment  which  can  be  abolished  as  a  problem  by  sys- 
tematic and  inexpensive  protection  is  unemployment  due  to  the  natural  and  un- 
avoidable fluctuations  of  business.  It  is  occasional  or  seasonal  unemployment, 
lasting  for  irregular  brief  periods.  Such  occasional  unemployment  always  has 
existed  and  always  ought  to  exist  for  efficient  operation  of  industry,  so  that  pro- 
duction may  be  adjusted  to  consumption.  We,  therefore,  cannot  abolish  un- 
employment altogether,  but  we  can  altogether  abolish  it  as  a  problem  by  furnish- 
ing protection  against  this  hazard. 

Let  us  here  note  the  fact,  which  will  be  considered  later,  that  it  is  only  occasion- 
al unemployment  that  can  be  covered  by  systematic  protection.  The  only  suit- 
able and  dependable  type  of  protection  for  this  type  of  hazard  is  a  wage  reserve 
plan,  which  will  enable  seasonal  workers  to  subsist  for  periods  of  1  year  or  less 
and  be  sustained  as  a  reserve  labor  force  undeteriorated  and  ready  for  use  when 
the  slack  period  is  ended. 

A  fair  and  wise  wage  benefit  during  occasional  periods  of  unemployment  would 
be  an  amount  equal  to  one-half  of  the  average  current  wage  during  the  previous 
5  years  and  payable  for  1  year  if  the  required  reserve  has  been  completed,  or  for 
shorter  periods  while  the  reserve  is  being  accumulated. 

The  protection  on  the  three  hazards  of  death,  disability,  and  old  age  can  be 
operated  on  the  insurance  principle  of  pooling  the  risk.  It  can  be  calculated  and 
the  expense  involved  can  be  ascertained  and  budgeted.  But  to  the  unemploj^ment 
hazard  it  is  not  possible  to  apply  the  insurance  principle.  It  is  not  an  insurable 
risk.  It  involves  elements  which  it  is  not  humanly  possible  to  know  or  calculate. 
The  term  "Unemployment  insurance"  therefore,  is  false  and  contradictory.  Any 
plan  attempting  to  apply  it  must  be  unsound  and  is  unsafe  unless  the  taxing  power 
of  the  State  guarantees  it.     Even  then  the  expense  involved  can  never  be  known. 

But  what  cannot  be  done  on  the  insurance  principle  can  very  easily  be  done  on 
the  banking  principle  of  a  limited  liability.  On  this  basis  the  idea  is  to  build  up, 
during  5  or  6  prosperous  years,  a  reserve  fund  definitely  calculated  to  yield 
specified  benefits  for  a  specified  time. 

While  the  actuarial  princi])le  can  never  safely  be  applied  to  the  unemployment 
hazard,  the  insurance  principle  of  pooling  the  risk  can  be  applied  to  this  fluctuating 
risk,  if  industries  are  willing  to  obligate  themselves  to  meet  the  possible  deficits. 
All  the  industries  of  a  State  might  contribute  a  flat  percentage  of  pay  roll  to  a 
State  fund,  and  if  one  industry  had  100  unemployed  for  3  months  and  another 
industry  had  500  unemployed,  the  specified  wage  benefit  would  be  paid  out  of  the 
common  fund  to  both  groups  of  unemployed  alike.  This,  of  course,  could  be 
done,  but  I  believe  it  is  an  unjust  and  unwise  procedure.  The  employer  who,  by 
his  ingenuity  and  effort,  regularizes  his  employment  will  be  furnishing  funds  to 
pay  the  employees  of  an  employer  who  makes  no  such  effort.  Thus  the  applica- 
tion of  the  insurance  principle  to  this  haphazard  risk  defeats  the  primary  purpose 
of  the  plan,  which  is  to  decrease  unemployment  to  a  manageable  volume  and  not 
merely  to  relieve  it.     If  any  employer  can  draw  from  a  common  fund  more  than 
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he  contributes  to  it,  we  remove  from  him  the  chief  incentive,  the  pocketbook 
motive,  to  stimulate  him  to  prevent  unemployment. 

It  seems  obvious  that  this  risk  is  not  the  kind  of  risk  that  can  be  safely  pooled. 
Unemployment  is  a  preventable  calamity.  It  is  a  man-made  hazard,  and  hence 
is  essentially  different  from  the  hazards  of  death  and  old  age,  vv^hich  are  not 
man  made,  but  operate  by  natural  law  in  an  orderly  way,  and  can  be  estimated. 
The  only  feasible  method  is  a  wage-reserve  fund,  which  yields  stipulated  benefits 
for  a  specified  time.     Thus  only  can  the  maximum  expense  be  known  and  budgeted. 

These  then  are  the  four  major  permanent  hazards,  which  ought  to  be  covered 
by  a  permanent  protection  program  in  all  industries,  death,  disability,  dependence 
in  old  age,  and  occasional  unemployment.  Whatever  other  hazards  we  may  or 
may  not  at  any  time  include  in  a  social-security  program,  these  four  ought  at 
least  to  be  covered  first,  because  they  would  eliminate  approximately  definite 
sections  of  unemployment  due  to  known  causes,  before  we  attack  the  new  and 
difficult  types  of  unemployment,  and  because  the  programs  covering  these  four 
hazards  can  be  made  self-supporting  without  any  expense  to  the  Government. 

WHO    PAYS    THE    COST 

The  cost  of  these  four  programs  is  definitely  a  production  expense  and  a  proper 
charge  against  the  depreciation  of  human  machinery.  The  necessary  conclusion 
is  that  the  cost  should  be  paid  by  industry  as  a  regular  operating  expense. 

The  expense  of  this  protection  should  be  paid  bj^  industry  rather  than  by  tax- 
payers as  a  charity  to  employers,  not  only  because  it  is  just,  but  because  this 
program  is  a  financial  advantage  to  employers.  The  economic  justification  of  a 
scientific  annuity  plan  is  that  it  enables  an  employer  to  eliminate  superannuation 
from  his  plant  honorably,  when  efficiency  requires  it,  and  thus  is  a  means  of  decreas- 
ing expense.  The  economic  justification  of  a  reserve  fund  to  maintain  a  reserve 
labor  force  is  that  it  saves  the  expense  and  time  of  collecting  and  training  a  new 
labor  force,  an  important  factor  in  certain  types  of  industry.  The  economic 
justification  of  the  whole  program  is  that  it  is  the  effective  way  of  creating  and 
maintaining  mass  buying  power,  thus  preventing  depressions  or  mitigating  their 
severity.  Prevention  is  better  than  cure  and  cheaper.  A  few  progressive  employ- 
ers liave  discovered  that  such  a  protection  program  pays  financially,  and  all 
intelligent  employers  will  eventually  make  the  same  discovery. 

It  seems  clear  enough  that  this  is  an  operating  expense-  of  industry,  but  should 
it  be  paid  by  the  employer  alone  or  shared  with  the  employee?  Hitherto  many 
employers  have  preferred  to  pay  the  whole  cost  themselves,  because  if  employees 
participated  in  the  cost,  they  would  have  the  right  to  participate  in  the  manage- 
ment of  the  plan.  "Who  pays  the  piper,  calls  the  tune."  Some  employers  are 
willing  to  pay  the  piper,  because  they  want  to  call  the  tune. 

It  seems  to  me  a  decidedly  wiser  policy  for  the  cost  to  be  shared  jointly  on  a 
50-50  basis  as  nearly  as  may  be,  so  that  it  may  be  on  a  self-supporting  and  self- 
respecting  basis.  Thus  the  cost  to  the  employee  is  halved  and  the  return  he 
gets  is  doubled.  Moreover  if  the  plan  is  operated  by  the  industry  itself  on  the 
trustee  basis  under  the  joint  management  of  employer  and  employee,  the  cost  to 
both  is  the  lowest  that  is  possible. 

It  is  maintained  by  some  that  the  employer  ought  to  pay  the  whole  cost,  because 
it  is  passed  on  as  an  increase  in  the  cost  of  goods  to  consumers.  Employees, 
being  consumers,  would  thus  bear  their  share  of  it.  But  if  they  also  paid  for 
their  share  of  the  program,  they  would  be  paying  twice.  This  sounds  like  a 
plausible  argument.     But  its  merit  is  apparent,  not  real.     It  rests  on  a  fallacy. 

It  may  or  may  not  be  true  that  the  employer's  share  of  the  cost  will  be  passed 
on  to  consumers.  It  may  come  from  a  decrease  in  dividends  to  stockholders,  or 
in  surplus,  or  in  higher  salaries.  But  assume  that  it  is  added  to  the  cost  of  goods. 
AH  operating  expenses,  wages,  salaries,  dividends,  have  to  come  from  the  proceeds 
of  the  business.  They  can  come  from  no  where  else.  Does  an  employee  object 
to  his  regular  wages,  because  a  certain  portion  of  them  is  paid  by  him  through  an 
increase  in  the  cost  of  goods?  Certainly  not.  It  is  the  necessary  consequence 
of  the  wage  system  now  in  operation.  If  an  employer  increased  his  wages  10 
percent,  would  the  employee  refuse  to  accept  the  increase,  because  he  may  pay  a 
fraction  of  it  through  the  increased  cost  of  that  portion  of  his  own  factory's 
goods  which  he  happens  to  buy,  if  any? 

As  soon  as  the  cost  of  the  employer's  part  of  the  program  is  classified  as  an 
increase  in  wages,  the  subject  is  at  once  clarified.  It  is  basically  important  that 
it  be  so  classified.  The  employer's  part  of  the  program  should  not  be  regarded  as  a 
charity  to  be  given  or  withheld  at  his  pleasure,  but  be  treated  as  a  contractural 
addition  to  wages,  so  that  it  may  become  the  standard  practice  in  American  Indus- 
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try  that  an  employee's  compensation  shall  be  a  wage  for  current  service,  plus  the 
employer's  share  of  the  cost  of  a  social  security  program  as  a  deferred  wage  as  an 
earned  reward  for  fidelity  and  length  of  service. 

But  do  all  employees  receive  a  sufficient  wage  to  enable  them  to  pav  the  expense 
of  their  share  of  the  social  security  program?  Thev  do  not.  That  is  whv  the 
contributory  plan  should  be  adopted.  It  will  exhibit  this  to  be  a  fact  and  compel 
its  correction.  If  John  Doe's  wage  is  not  large  enough  to  enable  him  to  carry  his 
side  of  the  program,  it  is  not  large  enough.  It  is  merely  a  living  wage.  It  will 
have  to  be  a  cultural  wage  with  margin  enough  to  permit  him  to  do  something  for 
himself  and  conserve  his  self-respect.  One  of  the  chief  byproducts  of  a  contribu- 
tory plan  naturally  ought  to  be  the  adoption  of  a  cultural  wage  scale  as  a  standard 
American  practice.  When  a  social  security  plan  is  jointly  supported  and  managed 
by  employer  and  employee,  it  is  more  economically  and  efficiently  operated,  and  if 
we  consider  in  addition  the  two  large  byproducts  here  named  as  necessary  conse- 
quences of  this  cooperation,  it  seems  clearly  to  be  the  wise  policy.  It  is  mutually 
adventageous  to  employer  and  employee,  which  is  at  it  should  be  among  partners 
in  a  joint  enterprise. 

WHAT    DOES    IT    COST 

If  a  social-security  program  on  unemployment  covering  the  four  chief  hazards 
organically  related  to  it,  as  here  indicated,  is  organized  on  the  cooperative  basis 
the  cost  of  the  plan  to  employers  will  not  be  at  all  burdensome — a  fact  highly 
significant  to  consider  in  any  proposed  legislation  inaugurating  the  plan  because 
we  must  consider  not  only  what  is  ideally  desirable  but  what  is  humanly  possible. 

As  has  been  suggested  in  our  discussion,  and  for  the  purpose  of  exhibiting  the 
probable  cost,  let  us  assume  that  a  fair  schedule  of  benefits  which  such  a  plan 
ought  to  adopt  as  the  goal  to  be  achieved  by  the  joint  contributions  of  employer 
and  employee  is  as  follows: 

1.  A  retirement  annuity  equal  on  the  average  to  half  an  employee's  average 
wage  during  his  period  of  service. 

2.  A  death  benefit  on  the  average  equal  to  one  year's  wage,  the  same  he  re- 
ceived at  the  time  of  his  death. 

3.  A  disability  benefit  equal  on  the  average  to  one-fourth  his  "monthly  wage 
and  payable  while  his  disability  lasts,  but  not  after  his  pension  benefit  begins. 

4.  An  unemployment  compensation  equal  to  one-half  of  the  average  current 
wage  during  the  previous  5  years  and  payable  for  1  year,  if  the  required  reserve 
has  been  completed. 

[Note. — For  the  purpose  of  determining  benefits  payable  under  the  above  sched- 
ules, no  employee  is  classified  as  receiving  a  salary  in  excess  of  $7,200  per  year.] 

What  would  the  emploj^er's  part  of  such  a  protection  plan  cost?  It  is,  of 
course,  not  possible  to  say  imtil  an  actuarial  calculation  is  made  in  each  case. 
The  cost  will  vary  considerably  among  different  types  of  industry.  But  a  clear 
idea  of  the  approximate  cost  may  be  indicated  by  quoting  the  cost,  based  on 
actual  experience  and  estimates,  in  a  large  typical  company,  which  operated  its 
own  plan  on  the  trustee  basis.  In  this  company  the  full  reserve  to  cover  its 
matured  pension  liability,  that  is,  for  those  on  the  pension  roll  and  those  put  on  the 
pension  roll  when  the  plan  started,  was  1  percent  of  pay  roll.  This,  of  course, 
was  paid  only  once.  The  annual  cost  thereafter  for  all  active  employees  after 
1  j^ear  of  service,  and  covering  both  past  and  current  service,  was  1.22  percent 
of  pay  roll.  The  annual  cost  of  the  death  protection  on  the  same  basis  is  0.25 
percent  of  pay  roll,  and  the  cost  of  disability  protection  0.37  percent  of  pay  roll. 
This  company  had  accumulated  a  large  number  of  old  employees.  In  two  other 
companies  where  the  same  plan  has  been  operated,  the  cost  is  less.  But  even  if 
the  cost  should  be  2  percent  it  would  be  very  low. 

As  to  the  cost  of  the  wage-reserve  program,  that  is  only  a  contingent  expense, 
which  is  quite  different.  The  reserve  required  to  yield  the  above  benefit  is  2 
percent  of  pay  roll  for  a  period  of  5  years.  This  is  not  the  cost.  Inasmuch  as  all 
employees  would  almost  never  be  on  the  unemployed  list  at  any  one  time,  the 
cost  will  always  be  considerably  less  than  2  percent.  The  cost  is  only  that  part 
of  the  reserve  fund  which  needs  to  be  distributed  in  benefits.  The  cost,  there- 
fore, will  vary  from  nothing  up  to  2  percent.  One  company  has  so  regularized 
its  employment  that  its  wage-reserve  plan  never  cost  it  anything. 

If  an  employer  allocates  5  percent  of  pay  roll  as  the  maximum  possible  cost  of 
his  part  of  the  social-security  program  on  all  four  of  the  major  hazards  here 
named,  knowing  that  the  actual  cost  will  tend  to  be  less,  and  if  he  considers  the 
wastes  which  such  a  program  eliminates  and  its  other  definite  helpful  by-products, 
he  will  conclude  that  its  net  cost  is  a  negligible  operating  expense.     He  will 


1112 


ECONOMIC    SECURITY    ACT 


discover  that  it  is  a  means  of  saving  expense  and  the  wisest  investment  he  ever 
made. 

It  is  to  be  noted  that  the  costs  here  quoted  apply  only  to  the  employer  for  his 
share  of  the  program.  As  to  the  employee,  his  cost  will  be  exactly  similar  amounts 
for  his  half  of  the  program  on  all  four  plans  except  retirement  annuities.  With 
annuities  it  is  different.  The  average  cost  to  employers  is  2  percent  of  pay  roll 
or  less.  The  average  cost  to  a  whole  group  of  typical  employees  of  various  ages 
is  4  percent  of  wages.  An  employee  can  decrease  the  cost  by  paying  annuities 
at  an  earlier  age.  Although  under  the  plan  proposed  the  employer  agrees  to  buy 
on  John  Doe's  account  exactly  the  same  number  of  annuity  units  which  John 
Doe  buys  for  himself,  yet  his  cost  is  less  for  a  reason  that  will  be  obvious.  The 
employer  furnishes  annuitj^  units  for  those  employees  only  who  remain  in  his 
service  until  retirement  age,  and  therefore  gets  credit  on  account  of  those  em- 
ployees who  leave  the  service  before  retirement,  but  John  Doe,  when  he  leaves 
the  service  before  retirement,  receives  all  he  has  invested  in  annuities  together 
with  the  accumulated  interest. 


HOW    13    TT    OrERATEn? 

These,  then,  are  the  four  major  permanent  industrial  hazards:  Death,  disability, 
dependence  in  old  age,  and  involuntary  idleness.  Whatever  other  types  of 
protection  an  industry  may  have,  protection  against  these  four  hazards  ought  to 
constitute  the  foundation  of  a  social-security  plan  in  all  organized  industries. 

We  have  observed  how  these  four  hazards  are  organically  related  to  the  para- 
mount problem  of  unemployment;  that  the  cost  of  protection  against  them  need 
not  he  at  all  burdensome;  that  the  cost  is  a  natural  production  expense  and  a 
proper  charge  against  the  depreciation  of  human  machinery.  As  a  necessary 
conser|uence  the  plan  should  he  entireh'  self-supporting,  and  its  operation  a 
standard  practice  in  industry  everywhere. 

What  is  the  most  efficient  and  economical  way  in  which  such  a  program  can  be 
operated?  What  I  think  is  the  one  correct  answer  to  this  question  is  indicated  b\' 
the  proverb,  "The  proper  nurse  for  Moses  is  Moses'  mother."  The  need  for  a 
protection  plan  was  created  as  a  consequence  of  the  industrial  process.  It  is 
industry's  own  child.  Industry  created  the  need  and  understands  it,  and  is, 
therefore,  best  equipped  to  administer  the  remedy.  The  items  in  this  program 
can  be  efficienth'  operated  by  no  one  except  by  the  indu.stry  itself;  nor  can  it  be 
operated  properly  by  an  em}:iloyer  alone,  but  only  by  the  employer  in  cooperation 
with  his  employees.  For  example:  no  outside  agency  has  the  means  of  ascertaining 
whether  John  Doe  is  pretending  to  be  sick  .3  weeks,  when  he  is  in  fact  sick  only 
1  week.  But  if  employees  play  a  real  part  in  operating  the  plan,  and  if  it  is  made 
to  Bill  Brown's  financial  interest  that  John  Doe  does  not  make  unjust  drafts  on 
reserve  funds,  then  Ave  have  the  effective  means  to  prevent  malingering  and  need- 
less waste.  This  principle  of  reciprocity  applies  to  the  whole  program,  and  operates 
not  only  to  prevent  financial  loss  but  to  secure  other  economic  and  moral  results  of 
large  financial  importance. 

While  industries  themselves  are  best  equipped  to  operate  their  protection  pro- 
grams effectively,  yet  they  have  not  volunteered  to  do  so,  not  in  sufficient  nvmibers 
to  protect  the  great  mass  of  emplo^vees  against  these  hazards,  nor  to  protect  society 
against  the  consequences  of  these  hazards.  The  function  of  a  social  security  plan 
is  to  i^rotect  society  as  well  as  the  individual  workman. 

Inasmuch  as  industries  in  general  have  been  unwilling  or  unable  to  adopt 
such  plans  voluntarily,  it  has  become  clear  that  the  desired  goal  can  be  achieved 
only  by  compulsory  legislation.  It  would  not  be  fair  to  say  of  all  employers  that 
they  will  adopt  this  wise  and  just  policy  only  when  they  are  compelled  bj"  law 
to  do  so.  Leaders  in  certain  industries  have  made  sincere  efforts  to  persuade 
member  industries  in  their  group  to  adopt  such  plans  voluntarily,  only  to  dis- 
cover that  a  large  number  of  "rugged  individuals"  refused  to  cooperate  even  for 
their  own  advantage.  The  advantage  which  they  could  not  obtain  by  voluntary 
action  can  be  obtained  by  legislation.  If  all  alike  must  adopt  the  plan,  each  one 
is  protected  against  an  unfair  basis  of  competition  on  production  costs. 

The  one  and  onh'  purpose  for  which  we  need  compulsory  legislation  is  to  secure 
a  uniform  and  standard  practice  throughout  American  industries.  Industries 
can  best  operate  their  own  plans.  All  they  need  is  to  be  compelled  to  do  so.  A 
uniform  practice  can  be  secured  if  compulsory  legislation  will  contain  two  essential 
requirements;  namely,  a  stipulated  minimum  schedule  of  benefits,  which  industries 
are  required  to  furnish,  and  a  reserve  fund  which  is  actuarially  calculated  to  be 
sufficient  to  produce  them.     These  are  the  only  two  essential  items  needed.     Each 


ECONOMIC    SECURITY    ACT  1113 

industry  should  be  permitted  the  freedom  to  operate  any  type  of  plan  it  thought 
best  suited  to  its  needs.  So  long  as  an  industry  furnished  the  specified  benefits 
and  maintained  the  required  reserve  fund  on  a  sound  basis,  what  difference  could 
it  make  to  the  Government  what  type  of  plan  an  industry  used? 

The  probable  cost  to  average  industries  for  the  suggested  schedule  of  benefits 
is  here  stated  merely  as  an  illustration  to  ease  the  mind  of  employers.  The 
assumed  cost  of  this  program  ought  never  to  be  included  as  a  provision  in  any 
legislative  act,  for  the  simple  reason  that  the  cost  will  vary  greatly  in  various 
industries,  and  it  is  impossible  to  know  beforehand  what  the  cost  will  be  in  any 
case.  Instead  of  any  flat  blanket  cost  imposed  on  all  industries,  what  a  legislative 
act  should  contain  is  a  minimum  schedule  of  benefits,  which  all  industries  are 
required  to  provide,  letting  each  industry  furnish  these  benefits  by  any  sound 
reserve  method  it  desired  to  use.  It  might  operate  the  whole  plan  itself  on  the 
trustee  basis,  or  engage  an  insurance  company  to  underwrite  the  whole  plan, 
except  the  wage-reserve  program  which  no  insurance  company  handles,  or  operate 
part  of  the  plan  on  the  trustee  basis  and  have  part  underwritten  by  an  insurance 
company.  So  long  as  any  industry's  plan  yields  the  specified  benefits,  and  is 
secured  by  an  actuarially  sound  reserve,  the  employer  and  his  employees  are 
justly  entitled  to  the  advantage  of  any  economies  in  cost  they  can  secure  by 
eliminating  needless  expense.  The  possible  advantage  of  such  saving  is  very 
considerable. 

On  account  of  the  present  depression,  it  would  be  conspicuously  wise  legislation 
to  require  all  industries  to  adopt  the  above  social-security  plan  now  and,  on 
account  of  the  present  depression,  it  would  be  an  equally  wise  provision  to  require 
industries  to  set  up  the  necessary  resei  ves  not  now  but  progressively  as  and  when 
business  conditions  improve.  A  good  formula  to  determine  when  reserves  shall 
be  set  up,  and  in  what  amount,  would  be  that  proportionate  deposits  in  the  reserve 
of  the  social-security  plan  shall  be  made  whenever  dividends  are  paid  to 
stockholders. 

ONE    LA.W    FOE    ONE    NATION 

If  a  social-security  system  is  to  be  national  in  scope,  effective  in  operation, 
and  uniform  in  essentials,  obviously  it  requires  Federal  legislation,  and  Federal 
legislation  which  does  not  make  the  operation  of  the  law  contingent  on  the  action 
of  the  States.  But  this  is  what  the  Economic  Security  Act,  now  before  Congress, 
does,  and  thus  it  provides  the  means  for  the  defeat  of  its  own  purpose. 

Some  States  may  and  some  may  not  cooperate,  so  that  there  is  no  assurance 
that  the  law  will  be  national  in  scope.  The  Stateis  will  necessarily  be  slow  in 
acting,  so  that  the  law  will  be  delayed  in  becoming  effective.  If  and  when  they 
do  act,  it  is  practically  certain  that  there  will  be  48  various  laws.  A  law  with 
48  variations  will  be  complex,  conflicting,  needlessly  burdensome  and  expensive 
to  the  many  industries,  which  operate  in  several  States.  If,  to  secure  uniformity 
in  essentials,  the  Federal  Government  stipulates  what  the  State  laws  must  con- 
tain, then  its  apparent  courtesy  becomes  a  meaningless  formalit}". 

It  is  wiser  to  face  facts  as  they  are.  What  we  need  is  1  law,  not  48.  A  nation 
is  the  will  to  be  one  people.  We  are  a  nation.  Our  Nation  has  become  an 
economic  unit.  A  social-security  act  ought  to  fit  the  economic  facts  of  today, 
not  the  political  facts  of  a  century  ago. 

It  is  quite  possible  to  have  1  law  for  1  nation,  and  still  preserve  our  democratic 
traditions.  The  essential  aim  of  our  democratic  theory  is  to  secure  concerted 
action  in  the  whole  and  yet  preserve  freedom  of  initiative  in  the  parts.  The 
practice  of  this  theory  is  basically  important. 

This  American  principle  will  be  operated  if  the  Federal  legislation  will  require 
all  industries  to  adopt  social-security  plans  with  a  stipulated  schedule  of  benefits 
and  a  sound  reserve  fund  to  secure  them,  as  indicated  above,  but  permitting 
industries  to  operate  any  type  of  plan  they  think  best  suited  to  produce  the 
specified  results.  This  is  to  say,  that  in  establishing  a  national  social-security 
plan,  the  Federal  Government  would  apply  to  all  industries  in  the  Nation  the 
same  practice  now  applied  by  some  States  in  their  workmen's  compensation 
laws.  Industries  in  these  States  are  permitted  to  operate  their  own  plans, 
use  the  State  insurance  fund,  or  use  a  private  insurance  company.  This  com- 
bines uniformity  in  results  to  be  achieved  with  variety  in  methods  of  achieving 
them. 

It  should  be  noted  that  this  method  preserves  freedom  of  action  not  only  to 
individual  industries,  but  also  to  the  States  as  well.  There  is  still  left  sufficient 
scope  for  cooperative  action  by  the  States  in  the  administration  of  the  act. 
The  unique  circumstance  that  out  States  existed  as  political  entities  before  the 
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Nation  was  organized  need  not  be  an  obstacle  to  prevent  effective  concerted 
action  in  the  Nation,  but  can  be  utilized  to  facilitate  concerted  action.  If  the 
States  had  not  already  existed,  it  would  have  been  necessary,  in  a  Nation  as 
large  as  ours,  to  subdivide  it  in  units  somewhat  like  the  States  for  the  sake  of 
admitiistrative  efficiency. 

Thus  the  States  could  perform  a  large  service  in  helping  to  administer  a  unified 
national-security  act.  They  could  verif}^  the  facts  and  report  when  and  if  the 
industries  located  in  their  territory  adopted  plans  of  the  required  standard.  A 
State  could  set  up  the  machinery  of  a  State  insurance  fund  for  the  use  of  its  own 
industries.  It  could  provide  a  way,  by  which  its  industries  could  pool  their  risk 
or  each  carrj'  its  own  risk.  This  question  could  be  decided  by  each  State  for  itself 
without  in  any  way  affecting  the  plan's  designed  purpose.  Thus  the  democratic 
principle  of  decentralization  would  be  applied  to  the  handling  of  the  reserve  fimds 
as  to  other  detail  features  of  the  plan.  Aside  from  political  reason,  it  would  be 
far  more  efficient  for  the  fund  to  be  handled  locally  by  industries  or  by  groups  of 
industries  or  by  States  than  to  concentrate  the  fund  in  aa  enormous  volume  in 
Washington.  "Aside  from  fairness  to  the  economic  enterprizes  of  local  States, 
funds  can  be  handled  more  productively  when  in  a  normal-sized  volume  than  in  an 
abnormally  large  volume.  When  any  enterprize  gets  too  big,  the  law  of  diminish- 
ing returns  is  sure  to  operate. 

A  unified  national  plan,  with  a  large  measure  of  freedom  for  industries  and 
ample  scope  for  the  States  to  function  cooperatively,  could  be  directly  and  effec- 
tively constitutional.  Congress  has  the  undisputed  right  to  impose  an  excise 
tax  or  a  super  tax  on  the  incomes  of  corporations.  It  could  impose  such  a  tax, 
equal  let  us  say  to  5  percent  of  the  pay  roll.  The  amount  is  a  matter  of  small  im- 
portance because  the  tax  is  not  designed  to  yield  any  revenue,  but  solely  for  com- 
pulsory purposes.  Let  the  act  stipulate  that  the  tax  will  be  automatically  can- 
celed in  the  case  of  those  employees  who,  before  the  expiration  of  a  specified  time, 
shall  have  adopted  a  social-security  plan,  covering  the  four  industrial  hazards 
here  named,  and  which  is  designed  to  yield  the  standard  minimum  schedule  of 
benefits  stated  in  the  act,  and  to  establish  a  reserve  fund  actuarially  sound. 

It  will  be  observed  that  a  law  which  thus  distributes  the  work  of  operating  the 
plan  among  the  industries  themselves,  and  among  the  States  will  not  only  be  more 
effective  in  securing  the  desired  results,  but  will  obviously  effect  enormous  econo- 
mies in  administration. 

Under  such  a  plan,  the  only  machinery  needed  in  Washington  is  a  compara- 
tively small  bureau  in  the  Treasury  Department,  whose  only  function  would  be 
to  ascertain  from  industries  or  from  a  State  on  behalf  of  its  industries,  whether 
standard  plans  had  been  adopted  by  industries,  and  use  this  information  for  the 
purpose  of  remitting  their  contingent  tax,  or  not  remitting  it. 


IT  PAYS  IT.S  OWN  WAY 

If  we  want  to  get  anywhere,  it  is  wise  to  start  from  where  we  are.  In  starting 
to  construct  a  social-security  program  is  it  not  clear  that  we  ought  first  of  all  to 
include  the  four  major  hazards  here  named?  Protection  plans  on  these  hazards 
are  already  in  operation,  however  defective  and  inadequate  they  may  be.  Plans 
on  3  out  of  the  4  hazards  have  voluntarily  been  put  into  operation  to  a  wide 
extent.  On  the  fourth  hazard,  the  unemployinent  hazard,  a  few  employers  have 
adopted  wage-reserve  plans,  which  is  a  sure  indication  that  such  plans  are 
approved  in  principle  by  a  large  number  of  employers.  To  begin  with  what  is 
already  admitted  by  common  consent  to  be  necessarj^,  smooths  the  way  to  the 
desired  goal. 

The  road  to  this  goal  is  cleared  also  by  the  fact,  comforting  to  tax]3ayers,  that 
the  plan  involves  no  expense  to  the  Government.  Aside  from  the  cost  of  admin- 
istration in  Washington,  which  under  the  plan  here  proposed  is  quite  negligible, 
the  expense  can  be  wholly  absorbed  as  a  production  cost  in  the  industrial  process. 
That  is  where  the  cost  properly  belongs,  because  depreciation  of  human  machinery 
is  a  production  cost,  ^^'e  are  seeking  to  demonstrate  that  a  social-security 
program  can  be  made  to  i)ay  its  own  way,  and  it  seems  self-evident  that  the 
four  items  in  the  program  here  listed  as  the  first  essentials,  not  only  can  be  self- 
supporting,  but  ought  to  be. 

If,  then,  this  social-security  program  were  put  into  operation  by  an  effective 
Federal  law,  to  what  extent  would  it  aboMsh  the  problem  of  unemployment? 
To  this  extent,  namely.  Tlie  annuity  program  oi)erating  throughout  industry, 
I  calculate,  would  eliminate  1,015,388  old  workers,  putting  them  on  the  pension 
pay  roll,  making  room  for  that  number  of  jounger  workers.  That  is  the  estimate, 
based  on  conservative  data,  of  the  number  of  employees  65  years  old  and  over 
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now  in  American  industries.  This  would  not  only  decrease  the  unemploj-ed  to 
that  extent,  but  automatically  keep  them  decreased  to  that  extent  in  the  future. 

The  wage-reserve  plan,  when  in  operation  will  abolish  unemployment  as  a 
problem  to  the  extent  of  2,348,000.  This  is  the  average  annual  number  on  the 
unemployed  list  during  the  10-year  period,  1921  to  1929,  inclusive.  It  is  a 
typical  period,  including  both  a  depression  and  some  prosperous  years.  This 
means  that  there  will  always  be  a  volume  of  unemployment,  and  ahvays  ought 
to  be  a  reserve  labor  force  for  the  efficient  conduct  "of  business.  But  it  will 
constitute  no  problem,  if  those  occasionally  unemployed  are  protected  by  a  wage 
reserve  as  here  proposed. 

The  number  of  unemployed  thus  eliminated  as  a  problem,  in  these  tvv^o  classes, 
by  the  annuity  plan  and  the  wage-reserve  plan  is  3,363,388.  Would  not  the 
elimination  of  this  number  of  unemployed  from  our  problem  be  a  notable  achieve- 
ment? The  road  to  it  is  clear  and  straight.  Inasmuch  as  the  cost  of  this 
achievement  can  be  easily  absorbed  as  a  production  cost  in  industrj^  without 
any  public  expense,  there  ought  to  be  no  difficulty  in  obtaining  general  assent 
to  a  proposal  at  once  so  feasible  and  so  advantageous. 

DISPLACED    WORKERS 

So  far  so  good.  But  what  about  the  third  class  of  unemployed,  the  displaced 
workers?  The  annuity  plan  will  absorb  roughly  about  1,000,000  unemployed. 
The  v/age-reserve  plan  will  absorb  roughly  about  2,000,000  unemployed.  It  is 
designed  to  protect  only  the  occasionally  unemployed.  Industry  can  be  justly 
required  to  bear  the  cost  of  only  that  amount  of  unemployment  which  occurs  as 
the  consequence  of  its  own  operations. 

But  when  the  number  of  unemployed  came  to  be  4,  6,  8,  10,  12  nillions,  it 
became  evident  that  it  would  be  phj^sically  impossible  for  industrj^  to  build  up 
a  fund  sufficient  to  care  for  this  large  volume  of  unemployment,  which  occurred 
not  as  a  consequence  of  its  own  operations,  but  as  the  consequence  of  the  break- 
down of  our  whole  industrial  system.  The  Government  could  provide  such  a 
fund  by  putting  an  unbearable  and  increasing  burden  on  taxpayers,  but  wholly 
apart  from  the  mountainous  financial  burden  involved,  I  assume  we  are  agreed 
that  to  support  this  large  number  of  men  in  idleness  by  a  public  dole  as  a  per- 
manent policy  would  inaugurate  a  national  calamity  of  the  first  magnitude.  The 
scope  of  the  calamity  is  enlarged  when  we  realize  that  the  invention  of  improved 
machinery  is  progressively  replacing  more  and  more  workmen,  who  cannot  be 
reabsorbed  in  industry.  Obviously  a  large  volume  of  the  present  excess  of 
unemployment  is  not  a  normal  reserve  labor  force,  but  an  abnormal  displaced 
labor  force,  which  requires  a  wholly  different  solution. 

SUBSTITUTES    FOR    POORHOUSES 

In  the  huge  and  abnormal  volume  of  excess  unemployment  at  present  existing, 
it  is  customary  to  include  the  large  group  of  unemployables;  that  is,  the  aged  and 
indigent,  widowed  mothers  with  no  means  of  support,  and  dependent  children. 
The  Economic  Security  Act  submitted  to  Congress  by  the  administration  pro- 
vides relief  for  these  groups. 

It  is  altogether  fitting  that  relief  should  be  furnished  to  these  groups,  and  such 
measures  exhibit  the  traditional  and  conspicuous  readiness  of  the  American  people 
to  aid  citizens  in  need.  They  ought  to  meet  universal  approval.  Such  relief  is 
more  than  an  act  of  ordinary  kindliness  but  a  wise  conservation  of  our  human 
resources.  Children  constitute  not  only  the  ground  floor  of  life,  the  stuff  out  of 
which  men  and  women  are  made,  but  the  largest  financial  asset  of  the  Nation, 
our  most  important  class  of  citizens.  It  is  not  kindliness,  but  common  sense,  to 
conserve  such  wealth. 

It  is  fitting  also  to  furnish  such  relief  as  direct  aid  from  public  appropriations. 
These  pensions  are  substitutes  for  poorhouses  and  private  charities.  Thej'  will 
cost  no  more — probably  less;  and  they  are  more  dignified. 

It  is  fitting  also  that  the  Federal  Government  should  share  this  burden  v/ith 
the  States.  If  the  administration  of  public  and  private  charity  in  local  com- 
munities is  inefficient  and  wasteful,  as  it  frequently  is,  the  Federal  Government's 
contribution  can  be  utilized  as  a  lever  to  elevate  the  standards  of  local  adminis- 
tration. The  way  to  elevate  them  is  not  the  disuse  of  local  machinery  but  its 
right  use.  With  "this  improvement,  the  work  will  be  better  done  through  local 
machinery  than  apart  from  it. 
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While  pensions  for  these  groups  are  worthy  and  wise,  they  do  not  properly 
belong  in  a  social-security  program,  but  ought  to  be  covered  in  a  separate  legis- 
lative measure.  The  method  of  financing  them  is  essentially  different,  and  the 
method  of  administering  them  is  essentially  different.  It  is  hoped  that  the  need 
for  such  pensions  is  temporary.  At  least  it  is  a  reasonable  expectation  that  the 
need  for  them  ^vill  progressively  decrease.  We  ought  to  operate  on  this  theory, 
because  we  can  make  the  need  decrease. 

But  social  security  is  a  permanent  need.  The  aim  of  a  social  security  is  a 
permanent  need.  The  aim  of  a  social-security  program  is  to  furnish  a  degree  of 
economic  independence  in  the  face  of  certain  permanent  industrial  hazards,  not  as 
a  charity  which  may  be  continued  or  withdrawn  at  the  will  of  a  legislative  body 
but  as  the  earned  reward  of  service.  This  goal  can  be  achieved  only  if  such  plans 
are  made  to  be  self-supporting. 

Using  words  accurately  and  honestly,  a  social-security  program  is  one  which 
furnishes  security  against  known  hazards;  security  which  insures  not  only  the 
individual  against  these  hazards  but  insures  society  as  well.  This  is  the  obvious 
meaning  of  the  term  "social  security".  Therefore,  such  a  program  ought  to 
include  only  those  plans  which,  whether  a  large  or  small  amount,  can  be  absorbed 
as  a  production  cost,  and  in  consequence  treated  as  a  supplement  to  wages,  so 
that  the  protection  may  be  contractual  and  dependable.  Otherwise  it  is  not 
security,  but  temporary  relief. 

HOMESTEAD    VILLAGES 

Our  purpose  is  to  demonstrate  that  a  social-security  program  can  be  wholly 
self-supporting,  entailing  no  expense  on  the  Federal  Government,  and  be  a  better 
program  on  that  account.  We  think  it  has  already  been  demonstrated,  so  far  as 
concerns  the  four  hazards  considered  up  to  this  point:  Death,  disability,  depend- 
ence in  old  age,  and  occasional  unemployment.  It  seems  clear  that  they  ca,n  be, 
and  ought  to  be,  self-supporting  through  a  compulsory  plan,  operating  in  all 
organized  industries,  and  which  the  large  majority  of  industries  would  recognize 
as  just  and  feasible,  if  made  universal. 

This  is  that  part,  and  the  only  part,  of  our  problem,  for  which  industry  can 
justly  be  held  responsible.  But  as  to  the  large  army  of  employables,  men  able  and 
willing  to  work  but  now  out  of  work,  it  is  neither  just  or  physically  possible  for 
industry  to  provide  a  sufficient  fund  to  maintain  this  army  as  a  reserve  labor  force. 
This  is  the  crux  of  our  problem,  and  will  continue  to  be  so  just  in  proportion  as 
improved  machinery  displaces  manpower,  as  it  is  doing,  and  ought  to  continue 
to  do,  and  just  in  proportion  as  our  productive  capacity  exceeds  the  power  of 
consumption,  as  it  now  does,  and  as  it  ought  to  continue  to  do. 

The  excess  volume  of  displaced  workers  is  the  heart  of  our  problem,  but  it 
glares  by  its  absence  in  the  Economic  Security  Act  now  before  Congress.  Is  it 
not  clear  that  there  can  be  no  social-security  program,  even  approximately 
effective,  if  it  omits  this  paramount  part  of  the  unemployment  problem? 

It  ought  to  be  obvious  that  legislation  requiring  industries  to  adopt  a  program 
covering  only  the  four  hazards  so  far  listed  in  our  discussion  can  yield  protection 
only  to  those  workmen  now  employed  in  industries.  If  it  stops  here  and  contains 
no  provision  covering  workmen  now  displaced  from  industry,  and  who  will  con- 
tinue to  be  displaced  even  when  business  revives,  it  is  offering  to  the  pulplic  a 
false  hope,  and  is  foredoomed  to  become  a  bill  of  broken  promises.  President 
Roosevelt  in  his  radio  address  of  November  31,  1934,  expressed  what  must  be  our 
true  guiding  principle  when  he  said,  "I  stand  or  fall  by  my  refusal  to  accept  as  a 
necessary  condition  of  our  future  a  permanent  army  of  the  unemploj'ed."  Any 
legislation  on  the  problem  of  unemployment  not  constructed  on  the  President's 
formative  principle  is  like  playing  Hamlet  with  Han^let  omitted. 

Unemployment  has  been  correctly  defined  as  the  involuntary  idleness  of  those 
willing  and  able  to  work.  The  vast  numbers  of  them  at  present  existing  is  the 
symi)tom  of  a  serious  social  disease.  Concerning  the  personal  tragedy  of  it, 
Thomas  Carlyle  expressed  the  imexaggerated  truth  when  he  said,  "A  man 
willing  and  able  to  work  and  unable  to  find  work  is  perhaps  the  saddest  sight  that 
fortune's  inequalities  exhibit  under  the  sun."  Is  it  not  clear  that  some  method  of 
eliminating  this  personal  tragedy  and  social  disease  must  be  given  priority  in  any 
serious  consideration  of  our  prol)lem? 

Inasmuch  as  it  is  impossible  for  industry  to  maintain  this  huge  number  of 
unemployed  employables  as  a  reserve  labor  force,  and  inasmuch  as  it  is  unthink- 
aljlc  that  the  Federal  Government  should  permanently  support  in  idleness  men 
able  and  willing  to  work,  what  shall  we  do  with  them?     As  I  see  it,  there  is  only 
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one  correct  answer  to  this  question.  The  law  of  cause  and  effect  makes  it  obvious. 
It  is  this.  We  must  some  how  create  a  new  opportunity  for  these  men  to  earn 
their  own  living. 

This  answer  is  general  and  is  self-evident.  If  we  come  to  a  bill  of  particulars 
and  inquire  what  concretely  is  the  best  way  in  which  these  men  can  be  given  a 
chance  to  earn  a  living,  there  is  probably  ample  scope  for  difference  of  opinion. 
There  may  be  several  good  projects  designed  to  achieve  this  purpose.  But  it  is 
too  self-evident  to  need  demonstration  that  some  way  for  idle  men  to  earn  a 
living  must  be  found,  and  I  believe  can  be  found. 

The  project,  which  many  years  of  thoughtful  investigation  have  convinced  me 
is  best  designed  to  achieve  this  purpose,  is  the  "homestead  village"  or  "farm 
village"  project.  It  is  wholly  self-supporting;  it  creates  and  maintains  pur- 
chasing power;  and  it  is  in  itself  social  security  on  the  principle  that  the  best 
insurance  against  unemployment  is  employment.  During  many  past  centuries, 
the  use  of  land  has  furnished  the  answer  to  the  same  problem  which  confronts  us, 
and  it  is  the  convincing  answer  now.  It  is  not  without  large  significance  that  the 
land  has  been  called  "Mother  Earth."  This  is  not  a  mere  sentiment  but  an 
economic  fact.  A  return  to  mother  earth  is  like  going  home;  going  to  the  original 
and  permanent  base  of  support  for  mankind. 

In  a  brief  treatment  of  a  subject  like  this,  involving  as  it  does  a  new  way  of 
life,_  a  whole  volume  must  be  left  in  the  inkstand  unsaid.  A  few  facts  are  sufficient 
to  indicate  its  conspicuous  merits  and  large  possibilities.  There  are  three 
distinctive  types  of  homestead  villages;  those  in  which  homesteaders  depend 
wholly  on  the  soil  for  a  living;  those  in  which  they  depend  on  an  industry  for  a 
cash  income;  and  those  in  which  they  combine  these  two  activities,  depending 
partly  on  the  soil  and  partly  on  industry. 

Omitting  the  large  social  and  economic  values  in  these  various  types  of  home- 
stead projects,  the  central  advantageous  idea  can  be  clearly  illustrated  in  the 
industrial  type.  The  homestead  as  here  used,  is  a  modest  inexpensive  but  com- 
fortable and  artistic  house,  built  on  an  area  of  productive  land,  ranging,  in  this 
type  of  village,  from  1  to  3  acres.  The  payments  for  principal  and  interest  are 
amortized  over  a  period  of  15  or  more  years  at  a  low  rate  of  interest,  not  over 
5  percent  but  3  percent  would  be  better. 

If  and  while  a  homesteader  was  employed  full-time  in  a  neighboring  factory, 
he  could  supplement  his  wages  by  a  partial  use  of  his  land,  with  the  assistance 
of  his  family,  by  raising  a  few  vegetables  and  keeping  chickens  or  a  pig  and  cow. 
During  periods  of  unemployment,  he  could  make  as  full  use  of  the  land  as  pos- 
sible, and  partially  or  wholly  support  himself,  instead  of  becoming  the  victim  of 
public  or  private  charity. 

Thus  a  homestead  of  this  type  becomes  his  social  security  and  a  means  of 
economic  independence.  Homestead  villages  ought  to  be  an  integral  part  of 
every  industrial  social-insurance  plan.  Is  it  not  clear  that  an  employer  operating 
a  pension  plan  and  a  wage-reserve  plan,  would  not  need  to  provide  for  those 
employees  occupying  homesteads  half  as  large  retirement  pensions  and  unem- 
ployment wave  benefits,  as  otherwise  he  would  have  to  provide?  This  is  an 
easement  to  the  reserve  funds  and  also  an  advantage  to  John  Doe.  It  is  the 
social-security  principle  applied  to  home  building. 

By  way  of  contrast,  an  employer,  whom  I  have  long  known,  built  a  few  years 
ago  100  houses  near  one  of  his  New  England  mills  and  made  them  available  to 
his  employees.  The  average  cost  was  $3,500,  making  a  total  of  $350,000.  It 
was  a  tj'pical  building  enterprise,  the  houses  were  double,  and  built  in  rows  on 
meager  town  lots.  Shortly  after  the  employees  began  to  use  them,  the  depres- 
sion occurred  and  they  lost  their  jobs.  The  houses  were  thrown  back  on  the 
employer's  hands  and  so  were  the  workmen  or  thrown  on  the  community  to  be 
supported  by  public  or  private  charity.  The  investment  is  totally  frozen.  The 
employer  has  offered  to  sell  the  houses  for  $100,000,  less  than  one-third  the  cost, 
and  cannot  find  a  buyer  at  that. 

When  I  told  him  that  his  enterprise  had  been  a  100-percent  failure,  he  said  we 
have  discovered  that  by  experience.  If  he  had  gone  a  little  distance  frorn  his 
factory  and  built  these  houses  on  plots  of  1  to  3  acres  of  fairly  good  soil,  and  if  he 
had  built  not  merely  houses,  but  a  community,  operating  as  an  independent- 
village,  not  as  a  mill  village,  these  houses  would  not  now  be  a  liability,  but  an 
asset.  It  is  all  the  difference  between  plus  and  minus.  John  Doe  could  have- 
carried  this  type  of  house,  if  he  were  employed  on  a  small-work  schedule  or  if  he 
were  covered  by  a  social-insurance  plan  as  he  ought  to  be.  But  there  are  ways  in 
which  he  could  carry  it  if  he  had  neither  a  job  nor  social-insurance  protection. 
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If  my  employer  friend  had  built  the  homestead-village  type  of  house,  he  would 
probably  now  have  10  buyers  for  every  homestead.  At  least  this  has  been  the 
average  number  of  applicants  for  each  homestead  which  up  to  the  present  has  been 
offered  in  the  Government  experiments. 

If,  in  the  homestead-village  method,  the  amortization  period  used  is  20  years, 
and  the  interest  rate  is  5  percent,  the  monthly  cost  to  John  Doe  for  principal  and 
interest,  is  $6.60.  If  this  type  of  homestead  can  be  furnished  him  at  $3,000,  as 
it  can  be,  John  Doe's  monthly  cost  is  $19.80;  at  5-percent  rate,  it  is  $18.18;  at 
4-perccnt  rate,  it  is  $16.65.  This  is  very  considerably  less  than  the  rent  demanded 
for  such  a  place,  and,  in  addition,  John  Doe  will  automatically  own  his  homestead. 

It  is  a  new  and  different  process.  It  is  a  social-security  type  of  homestead.  I 
make  no  mention  of  the  human  and  educational  values.  For  my  present  purpose, 
I  nierelv  stress  its  financial  advantage  to  employers  and  to  the  Nation.  Money 
talks.  "It  opens  up  the  social-security  way  of  life.  This  is  not  only  the  safe  and 
sane  wav  of  life  for  factory  workers,  but  for  all  classes  of  people. 

Therefore,  the  facts  compel  the  conclusion  that  the  homestead-village  project 
has  the  possibilitv  of  being  an  enterprise  of  large  national  significance.  Much  of 
our  housing  is  unfit  for  human  habitation.  Much  of  it  is  obsolete.  We  are  now 
5  years  beliindhand  in  our  normal  building  schedule.  The  homestead-village 
project  would  greatly  stimulate  the  capital-goods  industries,  it  would  create  and 
sustain  buving  power  in  large  volumes,  it  would  furnish  work  for  large  numbers 
of  idle  men,  it  would  open  an  independent  way  of  life  for  the  unemployed  who 
cannot  be  reabsorbed  in  industry;  it  can  be  made  either  self-supporting  or  profit 
making,  it  would  involve  no  expense  to  the  Government  or  to  anyone  else.  My 
own  conviction  is  that  the  need  for  this  project  is  so  urgent  and  the  field  for  it  so 
large,  that  it  can  be  made  an  enterprise  second  in  importance  only  to  the  automo- 
bile industrv,  which  a  generation  ago  was  sufficient,  if  other  factors  had  not 
intervened,  to  have  guaranteed  the  economic  prosperity  of  any  nation.  As  an 
alleviation  and  prevention  of  unemployment  cycles,  homesteads  have  many 
advantages  over  automobiles.  Homesteads  grow  food;  automol)iles  do  not. 
The  homestead-village  project  presents  an  open  door  of  opportunity  to  rebuild 
large  sections  of  America  on  a  saner,  sounder,  more  self-supporting  basis,  more 
worthy  of  American  citizens  and  the  Nation's  ideals. 

RIGHT    TO    EARN    A    LIVING 

This  project  can  be  made  a  national  large-scale  enterprise,  if  it  were  financed 
by  the  Government.  The  Government  could  finance  it  not  only  at  no  expense 
to  itself  but  also  at  low  rates  to  homesteaders.  It  could  make  loans  to  any 
extent  required,  because  thev  are  self-liquidating  debts.  It  could  secure  money 
in  the  usual  wav  by  selling  its  bonds  to  banks  and  the  public.  It  can  get  money 
at  3  percent  and  lend  it  to  homesteaders  at  4  percent,  using  the  1  percent  margin 
to  cover  operating  expenses,  thus  making  the  enterprise  self-supporting  even  m 
its  administration.  . 

The  Government  could  render  a  huge  additional  service  and  at  no  public  expense 
if  it  would  finance  this  project  not  in  the  usual  way  of  borrowing  the  money  from 
banks  bv  selling  them  its  bonds,  but  by  buying  the  bonds  of  homestead  villages, 
paving  for  them  with  money  issued  by  itself,  at  no  cost  for  interest,  money  secured 
by"  first  mortgages  on  productive  real  estate.  It  is  the  use  of  what  we  may  call 
""land  currencv"  recommended  by  Banjamin  Frankhn.  It  needs  no  other 
security  but  the  Government  merely  for  sentimental  reasons,  could  give  it 
additional  security  by  a  reserve  of  gold  which  now  exists  unused  m  its  possession. 
The  currency  so  used  would  be  automatically  retired  as  and  when  the  loans  were 
liquidated  by  monthlv  payments,  making  it  a  finished  transaction. 

The  time  was  when  the  Government  furnished  homesteaders  with  land  free  of 
charge  It  now  has  no  land  left  to  give,  but  in  the  new  frontiers  of  opportunity 
to  earn  a  living,  which  lie  within  easy  reach  of  almost  every  town  and  city  m  the 
Nation  the  Government  could  furnish  homesteaders  with  the  means  to  acquire 
land  free  of  all  interest  charges,  except  1  percent  to  cover  operating  expenses. 
On  this  basis  the  monthly  cost  to  John  Doe  per  thousand  dollars  on  an  amortized 
basis  of  20  years,  would  be  $4.62  and  for  a  homestead  costing  $3,000  he  could 
liquidate  the  debt  by  a  monthly  deposit  of  $13.86  as  contrasted  with  $19.80  on  a 
5-percent  basis  as  above  stated.  The  monthly  difference  of  about  $6  is  an  enor- 
mous difference  to  John  Doe,  and  may  be  all  the  difference  between  success  and 
failure  to  large  numbers  of  citizens  in  the  process  of  acquiring  homesteads. 
In  our  present  emergency  the  use  of  land  currency  to  help  abolish  unemployment 
would  exhibit  the  exact  a^d  proper  function  of  money.  It  is  like  the  function  ot  a 
,^n«tntrp  fit.-^mn  in  rarrvine  a  letter.     The  letter  is  the  important  thing;  the  postage 
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stamp  is  merely  the  means  used  in  the  business  of  transporting  the  letter  and  is 
destroyed  when  the  transaction  is  finished.  This  method  of  financing  the  project 
would  also  eliminate  one  of  the  chief  causes  of  our  industrial  break-down  and  one 
of  the  chief  factors  retarding  recovery,  the  factor  of  excess  interest. 

Nevertheless  it  is  only  too  probable  that  the  method  suggested  for  the  use 
of  land  currency  is  too  sound,  too  simple,  too  inexpensive,  too  daring  to  warrant 
the  expectation  that  Congress  will  adopt  it  in  the  near  future,  if  ever,  even  though 
it  is  supported  by  the  great  name  of  Benjamin  Franklin,  our  most  distinguished 
philosopher  of  thrifty  finance  and  although  it  was  successfully  operated  for  50 
years  in  the  Pennsylvania  colony.  If  our  tragedy  of  unemployment  continues 
or  grows  worse,  it  may  be  that  we  will  be  compelled  to  use  simple  direct  feasible 
solutions.  In  the  meantime  the  best  we  can  hope  for  is  that  the  Government 
may  finance  the  homestead-village  project  by  securing  funds  in  the  usual  way. 

Neither  of  the  two  methods  involves  the  Government  in  any  expense,  the 
financing  of  the  project  presents  no  obstacle.  Our  one  obstacle"  lies  elsewhere. 
If  this  enterprise  is  to  be  self-supporting  so  that  it  can  be  utilized  to  absorb 
displaced  workers  and  be  made  an  effective  means  of  social  security,  there  is 
one  guiding  principle  which  must  be  resolutely  faced  and  honestly  accepted. 

The  Federal  Government  has  spent  $25,000,000  in  starting  the  construction 
of  "subsistence"  homestead  villages  as  an  experiment.  Its  specified  purpose 
is  "subsistence"  only.-  Homesteaders  are  not  permitted  to  sell  their  products 
and  earn  a  living.  If  a  homestead  village  is  to  render  any  real  service  in  helping 
to  solve  the  problem  of  unemployment,  it  is  self-evident  that  its  objective  must 
be  to  furnish  not  mere  subsistence,  but  a  means  of  livelihood.  How  otherwise 
can  it  offer  a  self-supporting  way  of  life  to  displaced  workers? 

The  "subsistence"  theory,  applied  to  a  homestead  village,  not  only  defeats 
its  designed  purpose,  but  is  a  basic  fallacy.  The  right  to  earn  a  living  is  a 
natural  right,  which  no  class  of  citizens  can  monopolize  and  deny  to  other  citi- 
zens. If  it  is  not  a  right  of  all,  it  is  not  a  right- of  any.  The  American  demo- 
cratic doctrine,  as  Walt  Whitman  indicated,  is  that  no  citizen  claims  the  right 
to  enjoy  anything  which  all  other  citizens  cannot  enjoy  the  counterpart  of  on 
like  terms.  Any  citizen  who  violates  this  principle  does  so  at  his  own  peril, 
the  risk  of  losing  his  own  rights. 

Strangely  enough  the  right  to  work  was  not  included  among  the  i)asic  natural 
rights  listed  l^y  Thomas  Jefferson  in  the  great  declaration  which  gave  birth  to 
the  Nation;  only  the  rights  to  life,  liberty,  and  the  pursuit  of  happiness.  But 
the  right  to  the  pursuit  of  happiness  is  merely  theoretical  and  meaningless  unless 
one  has  a  right  to  the  things  which  produce  happiness;  the  right  to  liberty  is 
theoretical  and  meaningless  unless  one  is  in  a  position  to  exercise  it;  the  right 
even  to  life  itself  is  theoretical  and  meaningless  unless  one  has  a  right  to  secure 
the  means  necessary  to  support  it.  The  right  to  work,  to  earn  a  living,  to  secure 
enough  to  support  a  family  in  decency,  is  a  prior  antecedent  right,  without  which 
no  other  rights  have  any  value. 

Jefferson's  omission  of  it  seems  strange  to  us  now,  but  it  did  not  seem  strange 
to  him.  It  never  occured  to  his  mind  Why?  Because  the  famine  for  work 
had  not  been  created.  It  is  the  Viyproduct  of  our  modern  industrial  system.  Ir 
Jefferson's  day  work  in  America  was  regarded  only  as  a  duty  which  men  were 
urged  to  perform;  a  moral  duty,  not  an  economic  right.  The  revolutionary 
transformation  in  our  concei^tion  of  work  from  the  status  of  a  duty  to  be  reluc- 
tantly accepted  to  the  status  of  a  right  to  be  belligerently  demanded  is  one  of  the 
most  interesting  and  disturbing  events  which  has  occured  in  our  industrial  and 
mental  evolution  during  the  past  hundred  and  fifty  years.  It  is  a  fact  big  with 
consequences  and  significant  of  much.  How  much,  could  be  discovered  dramat- 
ically if  one  would  go  to  an  audience  of  unemployed  men,  willing  and  able  to  work, 
and  try  to  make  an  address  on  the  duty  to  work.  It  would  create  a  scene  so 
tragically  amusing  that  no  one  would  liave  courage  to  try  it.  So  dwindled  down 
is  now  the  demand  )nade  on  life  in  this  period  of  plenty  by  vast  numbers  of  citizens 
that  the  supreme  happiness  which  these  men  seek  is  merely  the  right  to  work 
and  earn  a  living.  That  is  the  pathetically  meager  limits  of  tlieir  demand.  It 
must  he  granted  to  them,  not  only  as  their  birthright  as  citizens,  l:)ut  as  a  measure 
of  national  defense  and  social  security. 

ABOLITION    OF    UNEMPLOYMENT 

Inasmuch  as  industry  cannot  ab.^orb  the  volume  of  excess  unemployment  and 
ought  not  to  be  lilamed  for  not  furnishing  what  it  does  not  have,  it  is  here  sug- 
gested that  the  Government  ought  to  open  to  all  unemployed  employables  a 
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way  to  earn  a  living,  and  that  the  most  feasible  way  is  in  self-supporting  farm 
villages.  But  it  is  not  yet  apparent  that  the  Government  will  be  able  to  meet 
this  need.  If  it  cannot  discard  the  "subsistence"  fallacy  and  organize  these 
enterprises  on  the  livelihood  basis,  then  they  cannot  l)e  self-supporting.  And  if 
they  are  not  self-supporting,  theji  they  cannot  furnish  a  livelihood,  or  increase 
buying  power  for  the  products  of  industry  and  help  restore  the  balance  lietween 
production  and  consumption.  If  those  who,  while  exercising  the  righi:  to  earn  a 
living  for  themselves,  desire  to  monopolize  this  right  and  deny  it  to  their  less 
fortunate  fellow  citizens,  are  able  to  influence  Congress  sufficiently  to  prevent 
the  Government  from  condiicting  this  enterprise  on  a  self-supporting  basis,  then 
it  can  be  conducted  as  a  private  enterprise  on  a  profit-making  basis. 

Tlie  Government  is  compelled  to  operate  on  the  lowest  common  denominator, 
which  sometimes  is  quite  low.  Therefore,  it  is  only  too  probable  that  the  Gov- 
ernment will  not  be  able  to  conduct  this  project  as  a  self-supporting  enterprise 
at  present  and  may  never  be  able  to  do  so.  Hence,  it  is  a  fortunate  circumstance, 
that  whatever  the  Government  may  or  may  not  be  able  to  do,  this  project  can 
be  conducted  successfully  as  a  private  enterprise.  There  are  distinctive  advan- 
tages, which  can  be  secured  for  homestead  villages  only  if  the  project  is  conducted 
as  a  private  enterprise,  and  if  conducted  privately  it  offers  a  large  opportunity 
for  use  of  unemployed  capital  as  well  as  unemployed  men.  Ihereforc,  in  any 
case,  it  ought  to  be  a  volunteer  enterprise,  but  it  ought  to  be  conducted  by  the 
Government  as  well.  The  need  and  scope  for  it  are  so  vast,  that  there  is  ample 
room  both  for  the  public  and  private  type  of  enterprise. 

The  experiment  on  this  project,  which  the  Government  has  been  conducting 
for  the  past  2  years,  has  rendered  a  conspicuous  public  service  by  directing  the 
Nation's  attention  to  the  need  for  it.  Many  mistakes,  of  course,  have  been 
made.  But  it  is  the  right  of  the  Government,  as  it  is  the  right  of  any  individual, 
to  learn  by  making  mistakes.  When  Gladstone  was  asked  how  he  had  acquired 
such  an  expert  knowledge  of  the  rules  of  parliamentary  procedure,  he  answered, 
"by  breaking  them."  Negative  results  may  have  positive  value.  The  Home- 
stead Division  has  been  useful  in  exhibiting  what  not  to  do  as  well  as  what  to  do; 
and  on  both  counts  has  accumulated  valuable  information  available  for  general 
use. 

Needless  to  say,  it  has  been  handicapped  by  the  apparently  unescapable  and 
usual  red  tape.  To  a  creative  type  of  enterprise  like  this  one,  red  tape  is  more 
uncongenial  than  to  any  other,  because  it  is  more  wasteful  and  more  damaging 
to  efficiency.  The  damage  done  by  red  tape  is  often  so  great  as  to  reach  the  limit 
of  humor — the  type  of  humor  exhibited  in  the  experience  of  a  cultivated  Chinese 
and  his  wife  living  in  San  Francisco.  They  made  a  3-month  visit  to  their  native 
land,  and  during  this  visit  they  became  the  parents  of  a  new  baby.  When  they 
returned,  the  immigration  officer  at  this  post  admitted  the  father  and  mother, 
but  ruled  that  their  infant  baby  could  not  be  admitted.  The  law  provided  that 
while  Chinese  living  in  the  United  States  could  leave  and  reenter  the  country, 
no  new  Chinese  could  be  admitted.  When  a  strenuous  protest  was  made  to  the 
Secretary  of  the  Interior,  the  immigration  officer  sent  on  his  papers  to  Washington 
with  a  memorandum  defending  his  ruling.  Is  not  this  baby  a  new  Chinese?  Is 
not  this  the  law?  The  formula  seems  entirely  correct.  The  Secretary  returned  the 
papers  on  which  he  had  written  this  brief  instruction:  "Burn  these  papers; 
don't  be  a  damn  fool."  If  there  were  attached  to  the  Homestead  Division  an  engi- 
neer who  officially  could  order  the  burning  of  red-tape  rules  and  formulas,  the 
increase  in  its  efficiency  would  be  conspicuous. 

But  the  serious  handicap  of  this  experiment  of  the  Government  lies  in  the  fact 
that  it  is  attempting  to  do  the  impossible.  The  enterprise  was  sincerely  under- 
taken, and  those  who  inaugurated  it  gave  to  it  their  unstinted  devotion.  They 
are  progressively  discovering  what  ought  to  have  been  obvious  from  the  first. 
They  are  trying  to  balance  the  budget  of  the  homestead  villages  they  construct, 
but  the  law  which  authorized  the  project  distinctly  specifies  that  it  must  not  be 
self-supporting.  It  is  a  mathematical  certainty  that  we  cannot  add  together  a 
balanced  budget  and  nonself-support,  any  more  than  we  can  add  together  three 
quarts  of  milk  and  three  quarters  of  a  mile.  The  necessary  conclusion  is  that 
unless  the  Federal  law  controlling  this  project  is  fundamentally  revised,  the  project 
can  never  achieve  its  designed  purpose,  and  that  it  must  be  conducted  as  a  private 
enterprise  on  a  paying  basis.  The  present  value  of  the  Government's  experiment 
is  its  usefulness  as  a  pump  primer  to  stimulate  the  use  of  private  capital  in  the 
construction  of  homestead  villages,  and  this  was  one  of  the  Government's  avowed 
purposes  in  starting  it. 
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There  will  be  no  lack  of  capital  as  soon  as  it  is  discovered  that  the  project  can 
be  made  to  yield  a  fair  and  dependable  return  on  the  investment  of  brains,  labor, 
and  money  in  the  enterprise.  No  profit-making  homestead  village  has  as  yet  been 
constructed.  That  is  why  it  ought  to  be  as  soon  as  possible.  They  will  never  be 
constructed  in  large  numbers,  as  they  need  to  be  to  absorb  excess  unemployment 
and  yield  social  security,  until  they  exhibit  their  profit-making  possibilities.  It  is 
not  possible  to  escape  the  law  of  economic  determinism.  The  effective  way  to 
make  this  project  serve  social  ideals  is  to  make  it  pay  its  way  financially.  The 
proper  place  for  ideals  is  a  cash  box. 

It  is  necessary  immediately  to  clarify  what  is  here  meant  by  profit  making  lest 
it  be_  misunderstood.  This  project  will  be  foredoomed  to  failure  if  it  is  com- 
mercialized in  the  customary  manner  hitherto  prevailing.  There  must  be  no 
exploitation,  no  promotion-scheme  methods,  and  no  element  of  speculation — 
only  profits  which  are  created  by  labor  and  honestly  distributed.  There  is  no 
objection  to  profits  if  they  are  honestly  made  and  justly  distributed  to  those 
creating  them.  On  this  basis  the  larger  the  profits  the  better  for  all  concerned, 
and  this  should  be  the  legitimate  aim  of  the  project. 

The  new  type  of  homestead  village,  as  here  conceived,  is  a  city  of  refuge  and 
escape  from  several  conspicuous  hazards  of  modern  industry  and  modern  life; 
it  also  exhibits  the  operation  of  several  conspicuous  principles  in  our  American 
theory  of  a  democratic  way  of  life  and  education.  Both  classes  of  advantages 
become  obvious  enough  as  soon  as  the  project  is  examined  with  any  degree  of  care. 

What  has  not  yet  been  discovered  is  the  fact  that  this  project  can  be  a  profit 
maker.  All  the  activities  involved  in  the  enterprise  have  separately  been  long 
in  operation  and  demonstrated  successes.  What  is  needed  to  make  the  home- 
stead village  as  an  enterprise  to  be  a  profit  maker  is  the  integration  of  these 
activities.  It  is  essentially  a  social-engineering  task,  which  while  complex  is 
not  difficult.  Social  engineering  is  the  process  of  integrating  all  those  elements 
needed  to  produce  a  designed  and  desired  result  in  any  field.  This  is  the  key  to 
the  financial  success  of  a  homestead  village.  The  process  of  integration  at  once 
eliminates  a  large  number  of  burdensome  and  needless  wastes,  which  means  an 
increase  of  prolits,  because  money  saved  is  money  made.  It  also  creates  new 
wealth  which  adds  still  more  to  the  profits. 

If  then  this  engineering  principle  of  integration,  which  is  a  universal  law  of  the 
physical  world,  is  applied  to  this  project,  it  can  be  demonstrated,  as  I  believe, 
before  any  investment  is  made,  not  only  that  the  investment  is  the  safest  any- 
where to  be  found  but  also  that  a  satisfactory  return  on  it  can  be  definitely 
assured.  I  say  definitely  assured,  because  the  four  chief  sources  of  income,  not 
the  only  sources,  but  the  four  largest  known  definite  sources  of  profit  are  under 
the  control  of  the  management  of  the  enterprise,  and  therefore  not  an  uncertainty. 

If  these  results  are  to  be  assured,  it  cannot  be  overemphasized  that  this  project 
is  essentially  not  a  house-building  project  but  a  community-building  project. 
This  is  a  short  sentence,  but  a  whole  volume  would  be  justified  to  stress  its 
importance.  It  is  another  way  of  stating  what  is  the  key  to  its  financial  success. 
It  is  a  way  of  saying  that  the  kind  of  method  used  ought  to  fit  the  kind  of  a 
project  it  is.  This  is  merely  saying  that  what  we  need  to  apply  to  it  is  organized 
common  sense. 

The  profit-making  possibilities  of  this  enterprise,  together  with  its  obvious 
contribution  to  the  permanent  solution  of  unemployment,  are  so  significant  that 
it  is  within  the  bounds  of  sober  truth  to  say  that  there  is  solid  ground  for  the 
expectation  that  during  the  next  20  years  it  may  become  one  of  our  major  national 
enterprises,  capable  of  creating  and  sustaining  economic  prosperity  in  large 
measure. 

PURCHASING    POWER    INSURANCE 

The  homestead-village  project  obviously  is  a  long-term  project,  and  in  con- 
sequence of  its  nature  must  be  developed  slowly.  It  could  be  started  on  a  large 
scale,  but  its  development  ought  to  proceed  only  as  rapidly  as  is  consistent  with 
its  healthy  growth,  because  it  is  concerned  not  only  with  building  machinery 
but  with  human  machinery.  This  is  the  only  safe  formula  to  foUow.  We  ought 
not  to  expect  the  fruit  the  day  after  the  tree  is  planted. 

Because  the  soundness  of  the  project  requires  its  slow  development,  special 
measures  are  necessary  to  meet  the  emergency  of  providing  work  immediately 
for  the  unemployed.  This  the  Federal  Government  plans  to  do  in  its  relief 
program  through  public  works  on  a  large  scale.  Some  of  them  are  needed 
improvements,  some  of  them  add  to  the  permanent  wealth  of  the  Nation,  but 
most  of  them  create  debts,  which  are  not  self-liquidating.  We  would  not  add 
to  our  national  debt  by  undertaking  them  in  this  period  of  depression  if  we  did 
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not  need  "made-work"  to  meet  an  emergency.  Both  the  conservation  of 
natural  resources  and  the  conservation  of  man  power  furnish  ample  justification 
for  this  investment  in  public  works. 

The  public-works  program  is  covered  not  in  the  Economic  Security  Act,  but  in 
a  separate  legislative  act,  which  is  as  it  should  be.  Public  works  for  relief  pur- 
poses are  temporary  and  not  self-supporting,  but  a  social-security  program  ought 
to  be,  and  therefore  ougth  to  contain  only  those  activities,  which  are  self-support- 
ing. Whatever  measures  we  adopt  for  temporary  relief  we  ought  at  the  same  time 
to  adopt  a  project  for  the  elimination  of  the  need  for  relief,  like  the  homestead- 
village  project,  designed  to  be  a  self-supporting  method  of  absorbing  the  un- 
employed and  keeping  them  absorbed.  As  homestead  villages  progressively  open 
to  the  unemployed  the  means  of  earning  a  living,  the  money  expended  on  public 
works  can  be  progressively  decreased. 

This  can  unemployment  as  a  problem  be  abolished.  Not  the  relief  of  unem- 
ployment, but  its  abolition  is  the  only  goal  worthy  of  America.  A  dole  ought  to 
have  no  place  in  our  social-security  program.  A  dole  is  demoralizing  both  to  the 
giver  and  receiver  of  it.  A  dole  is  no  solution,  but  an  aggravation,  of  our  problem. 
It  does  nothing  to  end  unemployment,  but  insures  its  continuance.  It  accepts 
and  recognizes  unemployment  as  a  permanent  condition.  It  is  an  easement  to 
the  conscience  of  a  nation,  which  has  not  sufficient  social  intelligence  or  good  will 
to  discover  and  remove  the  cause  of  unemployment.  It  may  be  a  necessary  evil 
to  a  nation  whose  golden  age  lies  in  the  past,  but  not  to  a  nation  like  America, 
whose  golden  age  lies  in  the  future.  We  are  not  conducting  a  retreat,  we  are  going 
the  other  way.  We  refuse  to  surrender  to  a  condition,  which  has  no  justification 
for  existing  at  all. 

A  self-supporting  social-security  program  is  worth  all  it  cost,  whatever  it  costs. 
The  interesting  fact  is  that  its  cost  is  not  an  expense,  but  the  means  of  saving 
expense.  The  attitude  of  industrial  leaders  to  a  social-security  program  would 
be  immediately  transformed  if  they  ceased  thinking  of  it  as  a  charity  or  a  relief 
measure  or  an  added  expense,  and  began  thinking  of  it  as  it  actually  is.  Its  true 
significance  would  be  exhibited  if  we  selected  a  short  descriptive  term  disclosing 
its  economic  purpose.  We  would  discard  the  term  "unemployment  insurance" 
and  substitute  the  term  "purchasing-power  insurance".  This  insurance,  unlike 
other  types,  does  not  pool  the  risk,  because  there  is  no  risk.  It  assures  a  definite 
benefit  to  all.  The  aim  of  a  sound  preventive  self-supporting  program  of  social 
security  is  to  create  and  maintain  mass  buying  power  which  is  a  benefaction  to 
all  classes,  and  without  which  economic  prosperity  cannot  be  restored  or  main- 
tained. As  soon  as  industrial  leaders  began  to  think  of  the  program  as  it  is,  and 
to  judge  it  by  the  fruits  it  is  designed  to  yield,  they  would  cease  trying  to  make  it 
cost  as  little  as  possible  and  try  to  make  it  cost  as  much  as  possible,  and  as  is 
consistent  with  sound  economics.  Considered  in  terms  of  its  big  objective;  that 
is,  as  purchasing-power  insurance,  a  self-supporting  social-security  program,  with 
a  generous  schedule  of  benefits,  would  merely  apply  to  business  the  same  policy 
which  years  ago  Henry  Ford  applied  to  it  in  his  policy  of  a  large  minimum  wage 
scale,  not  how  small  a'  wage  the  labor  market  made  possible,  but  how  big  a  wage 
he  could  afford  to  give.  This  smart  policy  originated  in  the  simple  discovery 
that  his  employees  were  also  his  customers,  that  they  could  not  buy  his  automo- 
biles if  they  lacked  the  means  to  buy  them.  It  is  the  logic  of  common  sense  and 
mathematics.  Two  plus  two  equal  four  and  cannot  be  made  to  equal  anything 
else.     The  way  to  restore  purchasing  power  is  to  retsore  it. 

The  social-security  program,  here  described,  is  recommended  not  because  it  is 
merely  self-supporting,  but  l)ecause  it  is  equivalent  to  purchasing-power  insurance; 
it  is  recommended  not  because  it  means  no  increase  in  the  public  debt,  no  increase 
in  taxes,  no  distribution  of  doles,  but  because  it  makes  possible  the  abolition  of 
unemployment  as  a  problem.  To  achieve  this  purjjose,  the  proposed  program 
includes  three  distinct  i)l:u.s  to  cover  the  three  chief  and  outstanding  classes  of 
the  unemployed;  the  self-supporting  industrial-annuit}^  plan  for  those,  whose 
unemi>loyment  is  due  to  the  natural  hazard  of  old  age,  furnishing  them  a  minimum 
of  economic  independence  after  a  lifetime  of  work;  tlie  self-supporting  wage- 
reserve  fund  for  those  whose  occasional  unemployment  is  due  to  the  natural  fluc- 
tuations of  business,  sustaining  them  physically  and  morally  as  a  reserve  labor 
force;  and  the  self-sui)porting  homestead  village  to  absorb  displaced  workers, 
furnishing  them  the  means  of  earning  a  living  and  relieving  taxpayers  of  the  bur- 
den of  their  support. 

The  tragedy  of  life  lies  not  so  much  in  what  men  suffer  as  in  what  they  lose. 
The  tragedy  of  the  great  depression  lies  not  only  in  the  suffering  entailed  on  the 
innocent  and  guilty  alike,  but  in  the  huge  volume  of  wealth  we  have  lost  by  our 
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failure  to  utilize  the  creative  labor  of  millions  of  unemployed  citizens.  If  this 
tragedy  is  to  be  prevented  from  persisting,  it  is  essential  that  a  social-security 
program  must  be  organized  not  on  the  policy  of  doles  and  increased  taxes,  but  on 
the  policy  of  self-support  and  prevention. 

The  simple  way  of  doing  a  thing  or  solving  a  problem  is  almost  invariably  the 
last  step  in  the  process  to  be  discovered.  This  has  been  the  usual  experience  in 
the  development  of  mechanical  machinery.  If  there  be  any  who  object  to  the 
simple  direct  method  here  proposed  for  the  abolition  of  unemployment  as  a  prob- 
lem, I  can  only  say  that  I  think  the  sufficient  answer  is  to  ask  them  tlie  wise  ques- 
tion stated  in  the  Greek  proverb,  "If  water  chokes,  what  can  one  drink  to  stop 
choking?" 

The  Chairman.  I  desire  to  submit  in  the  record  a  statement  on  the 
pending  bill  by  Mr.  Richard  W.  Hogue,  director,  Independent  Legis- 
lative Bureau,  Washington,  D.  C. ;  also  statements  by  the  Washington 
branch  of  the  American  Association  for  Social  Security,  and  by  Mr. 
Clarence  A.  Kulp,  University  of  Pennsylvania,  Pliiladelphia,  Pa. 
There  is  also  submitted  a  letter  from  Mr.  Percival  Hall,  chairman, 
executive  committee.  Conference  of  Executives  of  American  Schools 
for  the  Deaf,  Inc. ;  and  a  letter  addressed  to  Senator  Robert  F.  Wagner, 
of  New  York,  by  Mr.  Ralph  Whitehead,  executive  secretary,  American 
Federation  of  Actors,  New  York  City. 

Statement   by    Richard    W.   Hogue,   Director,  Independent   Legislative 
Bureau,  Washington,  D.  C. 

Mr.  Chairman,  in  view  of  the  very  full  testimony  already  placed  before  3'ou, 
I  shall  offer  only  a  brief  written  statement.  I  should  not  do  this  but  for  the  fact 
that  only  a  few  passing  references  have  been  made  to  two  matters  which  seem  to 
others  besides  myself  of  really  major  importance. 

The  references  that  have  been  made  to  the  first  of  these  matters  convey  a 
very  erroneous  and  unjust  impression.  This  should  be  corrected  for  the  sake  of 
the  record.  The  impression  has  been  given  that  consideration  of  social -security 
legislation  has  been  suddenly  thrust  before  an  uninformed  and  indifferent  Congress. 
This  has  been  implied  by  certain  witnesses,  particularly  in  regard  to  old-age 
pensions.  It  has  been  conveyed  by  a  part  of  the  daily  press  to  a  large  portion  of 
the  American  people.     What  are  the  facts? 

For  several  vears  Congress  has  been  seeking  to  evolve  a  sound  and  an  effective 
plan  of  Federal  old-age  assistance.  In  the  Seventy-third  Congress  the  Pension 
Committee  of  the  Senate  and  the  Labor  Committee  of  the  House  unanimously 
agreed  on'  and  reported  out  identical  measures.  Overwhelming  sentiment  for 
the  passage  of  this  legislation  existed  in  both  Houses.  Appeals  were  made  to 
the  President  and  to  administration  leaders  to  allow  the  legislation  to  be  placed 
on  the  administration's  "must"  program.  This  was  not  done.  The  bills  were 
not  permitted  to  come  to  a  vote  in  either  body  after  the  President  announced  that 
he  would  present  a  program  for  social  security  to  the  Seventy-fourth  Congress. 
This  statement  of  fact  should  have  a  place  in  the  record  of  these  hearings. 

The  demand  for  national  old-age  pension  legislation  has  existed  in  Congress 
and  throughout  the  country  for  many  years.  TAventy-eight  States  and  the  Terri- 
tories of  Alaska  and  Hawaii  have  old-age  pension  systems.  A  campaign  of  edu- 
cation and  active  legislative  effort  has  been  carried  on  for  many  years  by  many 
forces,  notablv  by  tlie  American  Association  for  Social  Security.  Nation-wide 
sentiment  has  been  crystallized  during  the  depression.  Certain  last-minute 
organizations  have  set  out  to  capitalize  this  sentiment.  Each  one  of  them  claims 
that  it  is  forcing  action  by  a  reluctant  Congress,  under  the  fear  of  polictical 
reprisals.  This  claim  is  both  unfair  and  unfounded.  It  would  be  less  worthy 
of  notice  were  it  not  for  the  tragic  disillusionment  that  awaits  the  aged  poor  who 
who  have  invested  their  faith,  as  well  as  their  small  savings,  in  the  claims  and 
promises  of  these  privately  organized  and  controlled  old-age  pension  movements. 

THE  major  issue 

There  is  one  chief  factor  that  will  determine  the  success  or  failure  of  old-age 
annuity  and  unemployment-insurance  legislation  by  Congress.  Beneath  the 
structure  of  administrative  methods  and  legislative  standards  its  foundation 


1124 


ECONOMIC    SECURITY    ACT 


must  be  socially  just  and  economically  sound.  If  it  is  not,  it  will  defeat  its  own 
ends  and  sooner  or  later  be  nullified  or  replaced  by  the  people.  What  happened 
to  the  prohibition  amendment  is  even  more  possible  in  the  case  of  a  law  that  has 
not  become  a  part  of  the  Constitution. 

In  the  minds  of  many  who  are  not  influenced  by  partisanship  or  self-interest 
the  foundation  on  which  it  is  proposed  to  base  this  legislation  is  unsafe  as  well  as 
unsound.  If  they  are  right,  as  they  may  well  be,  the  legislation  will  prove  unwork- 
able, harmful,  and  finally  intolerable. 

There  is  no  need  to  dwell  upon  the  conditions  of  the  vast  majority  of  the  people 
of  this  country.  If  the  depression  were  to  end  tomorrow,  as  it  will  not,  it  would 
take  years  to  replenish  their  long-exhausted  resources.  Can  they  meet  the  pay- 
roll taxes  imposed  in  this  bill?  Can  purchasing  power  be  increased  by  diminish- 
ing its  chief  sources?  Is  it  either  socially  just  or  economically  sound  to  over- 
burden the  impoverished,  to  lay  taxes  on  those  who  cannot  pay  them,  to  force  the 
cost  on  those  least  able  or  unable  to  pay  it?  Yet  this  is  precisely  what  is  proposed 
in  the  provisions  for  setting  up  a  system  of  old-age  annuities  and  unemployment 
insurance. 

Does  anyone  doubt  that  most  of  the  huge  cost  of  this  legislation  will  be  passed 
on  to  the  consumer  and  the  worker,  both  as  worker  and  consumer?  Can  they 
meet  it  during  or  even  long  after,  the  most  severe  and  prolonged  depression  they 
have  ever  endured? 

There  is  only  one  way  to  avoid  doing  this  and  reaping  the  inevitable  con- 
sequences. That  is  to  place  a  substantial  part  of  the  cost  on  those  who  are  in  a 
position  to  meet  it,  through  an  inheritance  tax,  a  tax  on  surplus  incomes,  a  tax 
on  that  part  of  the  wealth  of  the  Nation  which  has  been  exempt  from  its  full 
share  of  the  cost  of  national  well-being.  No  sane  man  can  argue  that  such  wealth 
does  not  exist,  and  in  abundance.  No  fair-minded  man  will  claim  that  it  is  not 
largely  the  product  of  other  hands  than  those  in  which  it  is  held.  You  have  only 
to  recall  such  cases  as  that  of  the  young  woman  who  has  inherited  $30,000,000 
bequeathed  by  one  man  from  a  fortune  built  on  the  labors  of  exploited  workers 
and  the  purchases  of  overcharged  consumers. 

The  surplus  wealth  exists.  The  right  to  tax  it  for  the  public  good  is  in  the  hands 
of  Congress.  Does  not  that  right  become  a  duty  in  the  presence  of  the  crisis  that 
confronts  the  country?  Is  it  not  the  surest  and  simplest  way  torevivo  the  spread 
of  purchasing  power  essential  to  industrial  reocovery  and  human  well-being? 
According  to  Stuart  Chase,  the  expenditures  of  the  rich  and  the  very  rich  constitute 
only  3  percent  of  the  total  annual  amount  spent  for  consumers'  goods.  Those 
who  need  the  purchasing  power  do  not  have  it,  while  those  who  have  it  can  only 
use  a  small  fraction  of  it.  So  long  as  this  condition  prevails  just  so  long  will 
Congress  have  to  battle  with  the  ever-increasing  problems  created  by  social 
maladjustment. 

Beneath  a  system  of  social  security  there  must  be  a  foundation  of  financial 
security.  Such  a  foundation  cannot  be  built  out  of  the  exhausted  or  depleted 
resources  of  consumers  and  employees.  Our  people,  our  States  and  the  counties  in 
our  States  cannot  bear  the  whole  burden.  There  should  be  a  substantial-Federal 
subsidy  from  sources  able  to  supply  it.  Such  a  subsidy  should  lead  to  a  national 
system  of  social  security.  The  permanent  soundness  and  justice  of  such  a  system 
will  some  day  be  recognized.  Even  today  the  arguments  against  it  are  not  con- 
vincing. On  this  point  I  respectfully  ask  the  members  of  your  committee  to  read 
with  open  and  impartial  minds  the  article  which  I  herewith  submit. 


CONCLUDING    PART    OP    ARTICLE    BY    GEORGE    SOULE    IN    THE    NEW    REPUBLIC    FOR 

JANUARY    16,    1935 

Although  there  is  strong  opinion  among  the  experts  that  a  national  plan  is 
preferable,  and  although  support  for  this  course  exists  in  labor  and  even  among 
influential  employers,  it  has  not  been  seriously  considered  by  the  President's 
Committee  on  Economic  Security. 

The  case  for  a  national  plan  is  almost  axiomatic:  The  markets  for  both  goods 
and  labor  are  in  large  degree  national;  competition  is  mainly  on  an  interstate 
scale;  the  great  corporations  which  administer  the  bulk  of  production  and  dis- 
tribution are  nationally  controlled  and  the  policies  of  others  are  decided  on  a 
Nation-wide  basis;  ail  the  other  elements  of  the  "New  Deal"  legislation  are 
embodied  in  national  measures;  a  national  scheme  would  make  certain  the  inaugu- 
ration of  unemployment  insurance  promptly  throughout  the  country;  it  would 
make  possible  a  wider  distribution  of  the  risk  and  more  adequate  benefits  when, 
as  is  often  the  case,  certain  regions  are  more  heavily  hit  than  others;  and  a  national 
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plan  would  make  possible  the  essential  knitting  together  of  the  various  elements 
of  a  true  security  program,  such  as  unemployment  insurance,  relief,  old-age  pen- 
sions, and  the  rest. 

The  case  against  a  national  plan  may  be  outlined — though  by  no  means  fully 
discussed  in  the  space  here  available — under  the  following  heads: 

1.  Speed  of  enactment:  State  legislatures  are  already  meeting,  ready  to  put 
through  plans;  something  must  be  done  to  encourage  them.  (The  answer  is 
that  not  more  than  half  the  States  at  the  outside  are  likely  to  pass  a  measure; 
we  may  spend  a  quarter-century  getting  the  rest  to  do  so  and  then  another  quarter- 
century  obtaining  an  adequate  national  scheme  to  supersede  the  confusion  of  48 
different  State  schemes,  each  one  of  which  will  have  developed  a  vested  interest 
of  its  own.) 

2.  Necessity  for  experiment:  States  can  try  different  plans  and  we  can  learn 
on  a  limited  scale  and  without  great  risk  of  loss  what  their  virtues  and  defects 
are.  (Other  countries  have  done  already  most  of  the  needed  experimenting.  On 
their  experiences  we  can  build  a  fairly  good  national  system.  The  only  really  new 
experiment  proposed  in  this  country  is  the  Wisconsin  plan,  and  we  can  predict 
almost  certainly  that,  whatever  its  success,  it  will  be  inferior  as  an  attack  on  the 
problem  of  security.) 

3.  Need  of  decentralized  and  local  administration:  A  Federal  plan  would  be 
too  big  and  unv/ieldy.  (There  is  no  proof  whatever  that  State  administration 
would,  outside  of  exceptional  instances,  be  better  than  Federal.  Administration 
of  any  new  scheme  is  indeed  a  highly  important  matter,  but  would  48  separate 
administrations  of  insurance  in  a  Nation-wide  industrial  system  be  any  better 
than  a  single  administration  setting  standards  and  decentralizing  those  functions 
that  can  better  be  handled  locally?) 

4.  Those  concerned  cannot  agree  on  the  nature  of  the  plan;  therefore  we  must 
allow  them  to  differ  by  States.  (Unfortunately  it  is  true  that  the  experts  cannot 
all  agree,  and  that  there  are  differences  between  labor  and  employers.  Such 
controversies,  however,  precede  almost  all  legislation  and  are  customarily  resolved 
by  majority  rule  or  by  the  decision  of  the  responsible  executives.  If  we  waited 
for  experts,  capital,  and  labor  to  become  unanimous  on  any  subject  whatever, 
we  should  never  try  anything.) 

5.  Congress  would  not  pass,  and  if  it  did  the  courts  would  declare  unconstitu- 
tional, a  national  system.  (Congress  would  pass  almost  anything  in  the  line  of 
security  legislation  that  the  administration  favored.  It  may  even  pass  measures 
to  which  the  administration  is  opposed,  *  *  *  Some,  at  least,  of  the  experts 
on  constitutional  law  believe  that  no  good  grounds  exist  for  invalidating  national 
unemployment-insurance  legislation;  if  the  Supreme  Court  should  do  so,  it  would 
be  even  more  likely  to  wipe  off  the  slate  most  of  the  other  "  New  Deal"  legislation.) 

In  spite  of  these  considerations,  the  administration  has  apparently  made  up 
its  mind  to  support  a  bill  resting  upon  State  systems.  It  will  probably  encourage 
State  legislatures  by  a  scheme  similar  to  the  Wagner-Lewis  bill  penalizing  em- 
ployers by  Federal  taxes  in  States  that  do  not  set  up  unemployment-insurance 
plans.  It  probably  will  not  even  adopt  the  suggestion  to  give  grants-in-aid  as 
an  encouragement,  because  of  its  commitments  toward  budget  balancing.  And 
probably  the  standards  it  will  set  up  for  approval  of  State  systems  will  be  as  lax 
as  possible.  All  this,  I  believe,  will  in  the  future  appear  to  have  been  a  cardinal 
error. 


Joint  Statement  to  Committee,   Submitted  by  the   Washington  Branch 
OF  THE  American  Association  for  Social  Security 

This  statement  is  issued  jointly  by  the  following: 

Barbara  N.  Armstrong,  University  of  California;  author  of  "Insuring  the 
Essentials",  and  staff  expert  of  the  President's  Committee  on  Economic  Security. 

Bruce  Bliven,  editor,  "The  New  Republic." 

Paul  Brissenden,  professor,  Columbia  University. 

Douglas  Brown,  professor,  Princeton  University,  and  staff  expert  of  the 
President's  Committee  on  Economic  Security. 

Eveline  M.  Burns,  Columbia  University. 

Edward  Corwin,  professor,  Princeton  University,  formerly  president  Ameri- 
can Political  Science  Association. 

Abraham  Epstein,  executive  secretary,  American  Association  for  Social 
Security,  and  author  of  "Insecurity — A  Challenge  to  America",  "The  Challenge 
of  the  Aged",  etc. 
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Carter  Goodrich,  professor  of  economics,  Columbia  University. 

H.  A.  Gray,  professor.  New  York  University  Lav/  School. 

William  Green,  president,  American  Federation  of  Labor,  and  member  of  the 
advisory  council  of  the  President's  Committee  on  Economic  Security. 

Helen  Hall,  head  worker  of  the  Henry  Street  Settlement,  and  member  of  the 
advisory  council  of  the  President's  Committee  on  Economic  Security. 

George  L.  Harrison,  president,  Brotherhood  of  Railway  Clerks,  and  member 
of  the  advisory  council  of  the  President's  Committee  on  Economic  Security. 

Stanley  M.  Isaacs,  president.  United  Neighborhood  Houses  of  New  York. 

Paul  Kellogg,  editor,  "The  Survey,"  and  member  of  the  advisorv  council  of 
the  President's  Committee  on  Economic  Securit5\ 

Estelle  Lauder,  executive  secretary,  Consumers'  League,  eastern  Pcnnsvlvauia. 

John  L.  Lewis,  president,  United  Mine  Workers  of  America. 

Broadus  Mitchell,  professor,  Johns  Hopkins  University. 
•      Mary  K.  Simkhovitch,  head  worker,  Greenwich  House,  New  York. 

Sumner  Slichter,  professor.  Harvard  Universit^^ 

George  Soule,  editor,  "The  New  Republic." 

Bryce  Stewart,  author  "Unemployment  Benefits  in  the  United  States",  etc.; 
staff  expert  of  the  President's  Committee  on  Economic  Security. 

Robert  J.  Watt,  executive  secretary,  Massachusetts  State  Federation  of  Labor, 
and  member  of  Massachusetts  Commission  for  Unemployment  Insurance. 

Margaret  Wiesman,  exceutive  secretary.  Consumers'  Lieague  of  Massachusetts. 

Mar}'  Gibson,  University  of  Chicago. 

The  joint  statement: 

"We  commend  in  principle  the  administration's  program  as  recommended  by 
the  President's  Committee  on  Economic  Security.  We  support  both  the  prin- 
ciple and  methods  for  old-age  security  embodied  in  the  Wagner-Lewis  Bill, 
which  are  based  on  the  recommendations  of  the  committee's  staff  and  approved 
by  the  advisory  council.  We  desire,  however,  to  protest  against  the  unemploy- 
ment-insurance provisions  of  the  bill  on  the  grounds  that  thtey  are  inadequate 
and  unworkable. 

"The  bill  proposed  a  Federal  tax  of  3  percent  on  pay  rolls.  In  States  estab- 
lishing approved  unemployment-insurance  systems,  employers  will  receive  a  credit 
up  to  90  percent  of  this  tax  for  the  contributions  which  they  make  to  their  State 
systems.  Approval  of  State  systems  is  conditioned  on  compliance  with  a  few 
minor  standards. 

"As  against  this  tax-remission  method,  a  majority  of  the  advisorv  council 
recommended  a  Federal-subsidy  plan.  Under  this  system  the  Federal  pav-roll 
tax  goes  directly  into  the  Federal  Treasury.  The  proceeds  would  then  be' paid 
to  those  States  whicli  set  up  approved  unemployment-insurance  plans.  Before 
any  State  plan  could  be  approved  it  would  have  to  comply  with  the  uniform 
minimum  standards  of  benefits  and  administration  prescribed  in  the  Federal  law. 

"American  economic  life  is  fundamentally  national.  It  is  not  organized 
according  to  political  subdivisions.  A  single  industry  may  extend  over  many 
States.  Workers  cross  and  recross  State  lines.  In  a  society  of  fluid  capital, 
migratory  industries,  shifting  labor  markets,  seasonal  technological  and  cyclical 
forces,  unemployment  is  a  national  social  hazard.  Any  plan  for  unemployment 
insurance  must  be  fitted  to  the  facts  of  our  economic  life. 

"The  shortcomings  of  the  present  bill  in  contrast  with  the  subsidy  plan  are: 

"1.  Under  the  tax  credit,  insistence  upon  essential  standards  is  impossible 
because  of  constitutional  limitations;  the  insignificant  standards  required  of 
the  States  in  the  bill  is  an  admission  of  this  fact.  The  subsidy  plan  permits  the 
establishment  and  maintenance  of  basic  standards  by  a  traditional  method  of 
tested  constitutionality. 

"2.  The  tax  credit  will  produce  a  multiplicity  of  diverse  and  uncoordinated 
State  programs.  Employees  of  the  same  company  or  members  of  the  same  trade 
uriion  in  different  States  will  come  under  widely  differing  plans,  some  receiving  a 
fair  measure  of  protection  and  others  little  or  nothing. 

"3.  The  tax-credit  device  involves  the  duplication  of  tax-collection  machinery 
in  each  of  the  States,  with  resulting  dual  accounts  and  records.  Under  a  subsidy 
plan  the  tax  for  unemployment  insurance  would  be  collected  through  the  same 
machinery  that  would  collect  the  tax  for  old-age  insurance,  thus  eflfecting  sub- 
stantial economies. 

"4.  The  tax-credit  method  can  control  the  States  only  by  penalizing  the  em- 
ployer. Should  a  State  fail  to  conform,  the  Federal  Govertiment's  sole  recourse 
would  be  to  cancel  the  tax  credit  given  to  the  employers  in  the  State.     Employers 


ECONOMIC  SECURITY  ACT  1127 

would  then  have  to  pay  the  full  Federal  tax  as  well  as  the  contributions  required 
by  the  State  itself. 

"The  subsidy  plan  would  operate  directly  upon  the  States  to  stimulate  action 
and  to  maintain  standards. 

"5.  The  requirement  in  the  pending  bill  that  the  States  turn  over  to  the  Federal 
Treasury  the  contributions  which  they  collect  within  their  own  borders  encounters 
constitutional  barriers  in  some  States  which  will  make  it  impossible  for  them  to 
comply.  Since  the  subsidy  plan  is  based  on  a  tax,  levied  and  collected  by  the 
Federal  Government,  control  of  the  funds  by  a  Federal  agency  is  assured. 

"The  present  proposal  levies  the  tax  on  the  earnings  of  all  employees  including 
the  highest  paid  executives,  yet  the  States  are  left  free  to  limit  benefits  to  workers 
earning  less  than  designated  amounts.  Under  the  bill  as  now  written  it  will  be 
possible  for  a  State  to  provide  an  insignificant  benefit  of  a  few  dollars  for  3  or  4 
weeks  only,  afcer  a  long  waiting  period.  Workers  moving  from  one  State  to 
another  are  left  wholly  unprotected,  while  under  the  subsidy  system  it  would  be 
possible  to  provide  for  such  workers  by  a  simple  administrative  device. 

"The  subsidy  plan  will  foster  effective  Federal-State  cooperation  in  the  devel- 
opment of  an  unemployment-insurance  system  suited  to  our  national  needs. 
It  is  simple,  clear  and  certain,  and  easily  and  economically  administered.  It 
would  achieve  a  substantial  measure  of  uniform  protection  and  yet  leave  the 
States  free  to  experiment  in  making  more  liberal  provision.  At  the  same  time 
it  would  guard  effectivelj'  against  unfair  competition  among  the  several  States." 


January  31,  1935. 
Hon.  Robert  F.  Wagner,  Chairman, 

Committee  on  Education  and  Labor,  United  States  Senate, 

Washington,  D.  C. 

My  dear  Senator  Wagner:  Following  my  brief  discussion  with  you  yester- 
day, at  our  meeting  arranged  by  Congressman  Connery,  I  am  taking  the  liberty 
of  presenting  in  documentary  form,  as  executive  secretary  of  the  American  Fed- 
eration of  Actors,  a  resume  of  the  matter  affecting  actors,  and  other  classes  of 
workers  similarly  situated,  contained  in  section  4,  Senate  Bill  No.  1130,  relating 
to  old-age  assistance,  etc. 

The  bill  as  introduced  by  you  provides  in  section  4,  subsection  (e)  (2),  page  4, 
that  State  plans  for  old-age  assistance  offered  for  approval  shall  be  approved 
only  if  such  plans  do  not  denj'  assistance  to  any  person,  who  (among  other 
things) — 

"has  resided  in  the  State  for  5  years  or  more  within  the  10  years  immediately 
preceding  application  for  assistance." 

Actors  and  actresses,  including  those  who  appear  in  vaudeville,  legitimate, 
cabarets,  motion-picture  presentation  theaters,  outdoor  amusements,  and  other 
classes  of  entertainers,  by  the  very  nature  of  their  work  would  be  imable  to 
qualify  under  this  provision  because  a  large  proportion  of  our  members  are  con- 
stantly and  continuously  required  to  travel  between  cities  in  one  or  more  States, 
and,  according  to  the  measure  of  their  success  and  the  consequent  demand  for 
their  services,  are  never  in  any  one  city  or  State  for  a  sufficient  period  of  time  to 
qualify  under  the  5-year-residence  requirement  of  the  bill. 

As  a  matter  of  fact,  large  numbers  of  our  members  are,  and  for  years  have 
been,  completely  disfranchised  because  they  are  continuously  traveling,  and 
either  do  not  have  a  permanently  established  home  and  family,  or,  if  they  do, 
are  not  able  to  meet  the  qualifications  of  States  like  New  York  which  require 
registration  by  appearance  in  person  in  the  voting  precinct,  even  though  actual 
voting  by  mail  is  authorized  by  statute.  This  is  easily  understandable  when 
considering  the  number  of  artists  who  are  either  unmarried  or  whose  wives  or 
husbands  accompany  them  on  their  tours. 

Attached  hereto  is  a  copy  of  page  914  of  the  World  Almanac  of  1935  showing 
the  residence  requirements  of  the  various  States  for  voting  qualifications,  a 
representative  requirement  being  1  year  residence  in  the  State,  4  months  in  the 
county,  and  1  month  in  the  town  and  voting  precinct.  Our  members  are  now 
more  conscious  of  their  voting  privileges  and  benefits  than  ever  before  in  the 
history  of  show  business,  and  the  requirements  for  voting,  though  much  less 
stringent  than  the  provisions  of  the  bill  (S.  1130) ,  have  for  years  proved  impossible 
of  fulfillment  by  actors  and  entertainers  required  to  do  a  great  deal  of  travehng, 
because  they  cannot  control  the  conditions  of  their  employment  and  must  follow 
itineraries  arranged  by  their  employers  and  booking  agents.  If,  as  is  true  in 
some  cases,  an  actor  plans  to  be  at  his  legal  residence  to  register  or  vote    (where 
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personal  appearance  is  necessary  within  specified  dates,  and  he  should  have  an 
opportunity  to  get  a  week  or  a  month's  booking  outside  the  State  or  county  of 
his  residence,  the  loss  of  income  and  possible  extension  of  proffered  employment 
is  too  great  for  him  to  afford  the  sacrifice. 

It  seems  to  us  that  the  5-year  period  is  unduly  long,  and  for  the  benefit  of  all 
classes  affected,  might  well  be  reduced  to  approximately  the  same  period  as  now 
required  for  voting  qualifications.  Old  people,  without  adequate  subsistence 
income,  are  often  shunted  from  pillar  to  post  and  forced  to  go  from  place  to  place, 
accepting  the  charity  (sometimes  for  comparatively  brief  periods)  of  relatives  and 
friends  and  a  too  stringent  residence  requirement  may  easily  defeat  the  humani- 
tarian purpose  of  this  legislation. 

Approximately  43,000  men  and  women  are  employed  in  our  jurisdiction,  and 
needless  to  say  every  actor  and  actress  throughout  the  country  is  vitally  interested 
in  looking  forward  to  the  old-age  assistance  contemplated  by  this  humanitarian 
legislation.  No  employees  in  any  field  of  endeavor  work  under  more  trying 
conditions  or  are  subject  to  greater  mental  or  physical  strain  than  as  those  of  our 
calling.  To  these  fortunate  few  who  win  and  retain  for  many  years  the  public 
favor  which  results  in  large  incomes  the  terrors  of  old  age  mean  little  or  nothing, 
but  to  that  large  majority  of  the  rank  and  file  who  must  perforce  suffer  from 
advancing  years  when  they  are  no  longer  a  box-oflSce  attraction  and  when  the 
public  demands  youth  and  new  faces,  the  proposed  legislation,  if  its  scope  is 
extended  so  as  to  give  them  the  same  benefits  as  employees  in  other  vocations, 
will  prove  a  source  of  everlasting  satisfaction  and  comfort.  It  cannot  be  ques- 
tioned that  our  people  devote  their  lives  to  bringing  pleasure  to  others,  and  it  is 
not  conceivable  that  because  of  the  migratory  nature  of  their  work,  they  should 
be  excluded  from  the  benefits  of  this  great  social-security  legislation. 

As  you  know,  our  members  during  the  war  and  on  other  occasions  where  a 
worthy  purpose  or  charity  was  concerned,  have  always  given  freely  and  generously 
of  their  talents  to  benefit  performances  in  order  to  bring  financial  aid  to  those 
in  distress.  It  is  not  believed  that  Congress  would  intentionally,  by  too  stringent 
requirements  as  to  residence,  deprive  us  of  the  benefits  of  this  social-security 
legislation. 

While  it  is  difficult  to  suggest  a  revision  of  the  provision  of  S.  1130  which  wiU 
cover  all  our  people,  it  is  worth  noting  that  most  of  them  have  one  place  where 
their  bookings  are  made,  principally  in  the  cities  of  New  York,  Chicago,  and 
Los  Angeles,  and  they  would  be  qualified  to  obtain  assistance  if  the  provision  of 
section  4,  subsection  (e)  (2)  were  amended  to  provide  that — 
"for  the  purposes  of  this  act  the  'residence'  of  an  actor,  actress,  public  enter- 
tainer, or  other  class  of  employees,  engaged  in  migratory  vocations  whose  employ- 
ment requires  frequent  changes  of  residence  and  who  are  thereby  unable  to  meet 
the  residence  requirements  of  this  paragraph,  shall,  with  the  approval  of  the 
States  concerned,  be  considered  as  the  place  where  the  applicants  have  regularly 
returned  upon  completion  of  their  engagements  and  have  resided  until  required 
to  travel  for  the  purpose  of  filling  future  engagements." 

It  would  be  highly  desirable  to  make  provision  that  the  application  for  assist- 
ance should  be  made  in  the  State  where  the  employer  is  located  and  where  during 
productive  years  the  contribution  to  the  fund  is  deducted  from  the  salary  of  the 
actor,  but  unfortunately,  except  in  cases  of  employment  by  large  concerns 
operating  chains  or  circuits,  the  actor  while  booked  in  New  York  may  be  paid  by  a 
different  employer  in  a  different  State  every  week  and  under  the  present  provi- 
sions of  the  bill  it  would  be  impossible  for  all  his  contributions  to  the  fund  to  go 
to  one  particular  State,  unless  his  services  were  performed  for  an  employer  or 
employers  located  in  that  one  State. 

Of  course,  this  wording  is  not  the  result  of  mature  thought  as  to  exact  language, 
but  is  sufficient  to  convey  the  idea  which  it  is  desired  to  have  considered  by  you, 
and  through  your  good  offices  by  the  committee  considering  the  bill  and  finally 
by  the  Congress  itself. 

You  may  rest  assured  that  the  large  number  of  our  members,  your  constituents, 
whose  headquarters  are  in  New  York,  as  well  as  the  many  thousands  in  other 
places,  appreciate  fully  your  outstanding  services  to  the  State  and  Nation  in 
promoting  legislation  for  social  improvement  and  securitj',  and  will  be  everlast- 
ingly grateful  to  you  and  to  all  members  of  the  Congress  for  your  assistance  in 
bringing  within  their  reach  the  benefits  of  the  proposed  old-age-assistance 
legislation. 

Respectfully  yours, 

American  Federation  of  Actors, 
Ralph  Whitehead,  Execxdive  Secretary. 
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P.  S. — Tt  might  be  advisable  to  substitute  the  words  "legal  domicile"  or 
"domicile"  for  the  word  "residence"  in  the  paragraph  in  question  if  (as  you  of 
course  will  know)  the  effect  of  such  substitution  will  be  to  extend  and  make  less 
stringent  the  requirements  of  this  provision. 


Statement  by  C.  A.  Ktjlp,  University  of  Pennsylvania,  Philadelphia,  Pa., 
Before  the  Senate   Finance  Committee 

I  am  professor  of  insurance  in  the  Wharton  School  of  Finance  and  Commerce, 
University  of  Pennsylvania,  Philadelphia,  and  a  fellow  of  the  Casualty  Actuarial 
Society.  In  1931  and  1932  I  served  as  commissioner  for  Pennsylvania  on  the 
Interstate  Commission  on  Unemployment  Insurance  initiated  by  the  then  Gover- 
nor of  New  York,  Franklin  D.  Roosevelt.  In  1933  I  acted  as  advisor  to  the 
Pennsylvania  Commission  on  Unemployment  Insurance.  During  the  past  2 
years  I  was  chairman  of  the  Pennsylvania  Commission  on  Workmen's  Compensa- 
tion and  Insurance,  which  published  its  final  report  in  December  1934. 

I  wish  to  say  that,  although  there  are  a  number  of  things  in  the  Wagner-Lewis 
bill  (S.  1130)  I  do  not  like,  I  favor  its  general  objectives.  It  is  not  the  purpose 
of  the  following  statement  to  provide  a  list  of  reasons  why  no  economic-security 
bill  should  be  passed.  The  statement  is  not  intended  to  be  a  complete  or  detailed 
list  of  criticisms.  Some  of  the  defects  may  be  eliminated  before  the  bill  becomes 
law. 

The  principal  criticisms  are  these: 

1.  The  omission  of  provision  for  contributory  compulsory  public-health  insur- 
ance. In  a  way  this  is  the  most  important  defect  of  the  bill.  Public-health 
insurance,  of  all  that  cover  social  risks,  is  technically  the  easiest  to  put  into  oper- 
ation. There  are  no  actuarial  problems  of  calculating  long-time  rates  and  re- 
serves. The  insurance  fund  would  be  expended  currently,  practically  all  within 
the  period  of  collection.  There  would  be  no  danger  of  piling  up  in  this  generation 
long-time  obligations  to  be  met  by  the  next.  No  additional  finances  would  need 
to  be  found.  It  would  be  possible  to  provide  for  substantially  the  whole  wage- 
earning  population  a  standard  of  medical  and  hospital  care  considerably  higher 
than  today  at  a  cost  no  greater  than  under  the  present  system.  The  health  risk 
moreover  presents  greater  opportunity  for  preventive  work  than  any  other.  It 
is  quite  true  that  public-health  insurance  will  be  handicapped  as  long  as  the  medi- 
cal professions  do  not  cooperate  heartily  in  health-insurance  administration.  This 
is  the  time  for  enlisting  this  cooperation.  Two  Nation-wide  medical  and  hospital 
associations  are  already  on  record  as  favoring  health  insurance  in  principle. 

2.  In  the  unemployment-insurance  section  I  favor  the  intent  of  the  bill  to  allow 
choice  of  the  fundamental  insurance  plan  (establishment  reserve,  industry  reserve. 
State-wide  pool)  to  the  States.  I  believe  at  this  time  it  would  be  a  mistake  to 
try  to  write  into  the  law  one  plan  or  another.  It  would  probably  have  the  effect 
of  canceling  any  action  at  all  at  this  stage.  I  favor  also  the  collateral  objective 
of  the  bill:  to  secure  a  system  of  unemployment-insurance  basic  benefits  and 
administration  uniform  as  nearly  as  practicable  between  the  States.  Any  unem- 
ployment-insurance system  attempting  both  objectives  must  compromise  to  a 
greater  or  less  degree  on  one  of  them,  because  obviously  a  completely  uniform 
system  requires  a  single  insurance  unit.  In  its  attempt  to  play  completely  safe  on 
the  first  point,  the  present  bill  fails  badly  on  the  second.  The  failure  to  require 
standards  for  insurance  administration  particularly  is  a  very  serious  one.  I  am 
told  that  this  absence  of  standards  is  related  directly  to  the  use  of  the  pay-roll 
tax  and  to  the  desire  to  minimize  attacks  on  its  constitutionality.  If  this  is  true, 
some  other  method  of  achieving  comparative  uniformity  between  the  States 
should  be  substituted. 

I  believe  also  that  the  unemployment-insurance  fund,  whatever  its  base,  should 
not  ask  workers  to  contribute.  As  with  the  social  insurance  of  the  industrial 
accident  risk,  the  employer  should  collect  the  cost  of  the  insured  part  of  the  risk 
from  the  consuming  public.  This  does  not  mean  that  employers  only  are  respon- 
sible for  the  hazard  of  unemployment,  although  it  is  quite  true  they  are  more 
responsible  than  are  workers  and  are  in  a  position  to  do  more  about  it.  The  cost 
of  unemployment  must  be  recognized  for  what  it  is,  a  part  of  the  cost  of  the  goods 
and  services  consumers  demand.  I  do  not  believe  that  workers  must  help  pay 
unemployment  benefits  in  order  to  make  them  realize  their  blessings.  There  is  no 
feeling  of  degradation  in  the  noncontributory  workmen's  compensation  system 
we  have  used  in  this  country  for  25  years.     Finally,  no  matter  how  you  arrange 
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your  financial  contributions,  the  bulk  of  the  unemployment  risk  will  remain 
where  it  has  always  been  and  where  it  must  always  remain,  on  the  worker  himself 
and  on  public  and  private  charity.  Assuming  a  full-time  unemployment  rate  of 
8  percent  (and  an  additional  50  percent  for  part-time  employment),  the  fraction 
of  tlie  risk  to  be  assumed  by  any  3-percent-of-pay-roll  insurance  fund  on  the 
average  will  be  3-12.  The  worker  and  society  will  still  have  the  remaining  9-12, 
and  in  particular  cases  even  a  greater  proportion. 

The  question  of  cost,  which  several  witnesses  have  referred  to  this  morning,  is 
an  important  one.  To  a  considerable  extent,  however,  these  costs  are  not  new 
costs  at  all  but  redistribution  of  present  costs.  The  essential  idea  of  social  insur- 
ance is  that  it  does  logically  and  according  to  plan  what  has  to  be  done  anyway; 
in  depressions  like  this  by  methods  haphazard,  inefficient,  emotional.  No  one  be- 
lieves that  unemployment  insurance  will  be  able  to  assume  the  whole  unemploy- 
ment loss.  It  is  a  first  defense,  and  reduces  by  at  least  so  much  the  demands  on 
other  sources  of  relief.  In  the  case  of  health  insurance  there  would  be  no  new 
costs  at  all;  there  would  be  an  important  redistribution  of  present  expenditures. 
The  ponit  is  that  someone  pays  now  for  all  these  social  costs  but  not  necessarily 
the  groups  and  persons  most  responsible  or  most  able  to  take  steps  to  reduce 
them. 

3.  This  would  be  a  unique  opportunity  for  this  country,  embarking  on  a  series 
of  social-insurance  plans,  to  create  a  true  social-insurance  system.  A  consider- 
able bureaucracy  will  need  to  be  created,  and  the  more  nearly  the  various  sections 
of  this  bureaucracy  can  be  coordinated  the  better  for  the  insured  persons  and  for 
those  who  support  the  plans.  It  is  extremely  important  that  we  coordinate  our 
long-time  relief  program  with  unemployment  insurance  and  to  a  lesser  degree  with 
the  other  social  insurances.  To  prevent  inequities  due  to  overlapping  and  gaps, 
the  social  insurances  must  also  be  coordinated  with  each  other.  Foreign  experi- 
ence with  poorly  coordinated  plans  is  a  commonplace.  At  the  outside  there 
should  be,  State  and  national,  no  more  than  two  departments  administering  the 
poor-relief,  public-work,  social-insurance  program  of  the  future.  One  might  be 
welfare,  one  labor.  The  possibilities  of  a  single  department  for  the  whole  job 
should  not  be  shrugged  off  but  examined  carefully.  Apparently  there  has  been 
no  such  examination  by  the  framers  of  this  bill. 

4.  The  financial  and  actuarial  problems  that  will  result  from  a  contributory 
old-age  annuity  program  such  as  is  proposed  are  so  considerable  that  it  should  be 
initiated  and  expanded  with  the  greatest  caution.  We  already  have  a  system  of 
State  noncontributory  pensions  for  the  dependent  aged,  to  be  subsidized  by 
Federal  funds  according  to  the  bill.  Our  first  objective  should  be  to  strengthen 
this  State  system  as  an  approach  to  the  immediate  problem  and  the  more  feasible 
goal. 


Conference  of  Executives  op  American  Schools  for  the  Deaf, 

February  16,  1935. 
Hon.  Pat  Harrison, 

Chairman  Committee  on  Finance,  United  States  Senate, 

Washington,  D.  C. 

Dear  Sir:  I  understand  that  your  committee  has  under  consideration  Senate 
Bill  1130,  the  so-called  "economic  security  bill",  and  that  the  Commissioner  of 
Education  has  filed  with  your  committee  a  memorandum  suggesting  certain 
changes  and  additions.  Among  these  changes  and  additions  I  note  a  request,  B  1, 
to  provide  for  the  education  of  physicallj'^  handicapped  children  the  sum  of 
$10,009,000  for  the  next  fiscal  year  and  for  each  fiscal  year  thereafter  to  be  allo- 
cated to  the  United  States  Office  of  Education.  I  have  no  doubt  that  your 
committee  will  arrive  at  a  just  conclusion  as  to  whether  or  not  such  assistance  is 
necessary  in  a  general  way  to  promote  educational  work  among  this  handicapped 
class  of  children.  I  note  further  under  section  B  4,  paragraph  E,  the  provision 
that  not  more  than  25  percent  of  the  fund  allocated  to  any  State  shall  be  used 
for  residential  schools  or  institutions  for  physically  handicapped  children. 

I  have  not  had  the  honor  of  being  consulted  V)y  the  Commissioner  of  Education 
in  connection  with  the  proposed  assistance  for  the  education  of  deaf  children.  I 
do  represent,  however,  as  chairman  of  the  executive  committee  of  the  Conference 
of  Executives  of  American  Schools  for  the  Deaf,  64  residential  schools  for  deaf 
children  in  the  various  States  in  which  over  14,600  deaf  children,  or  practically 
77  percent  of  all  deaf  children  in  school  last  October,  are  educated.  These  schools 
represent  an  investment  in  plant  and  grounds  of  more  than  $32,000,000.  All  of 
them  have  a  history  of  earnest  and  successful  endeavor  in  the  education  of  the 
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deaf,  including  vocational  education.  This  is  attested  by  the  figures  of  the  1930 
census,  showing  that  88  percent  of  the  adult  deaf  are  self-supporting,  whereas 
only  89  percent  of  the  total  adult  population  is  put  in  the  same  class.  This  means, 
of  course,  that  the  residential  schools  have  successfully  prepared  their  children 
for  many  years  for  independent  chitizenship. 

Many  of  the  residential  schools  for  the  deaf  are  not  at  present  filled  to  the  limit. 
Others  could  ar  reasonable  expense  provide  for  the  expansion  necessary  to  take 
care  of  the  small  number  of  deaf  children  not  now  in  school.  It  is  a  puzzle  to 
me  to  know  why  a  policy  of  limiting  the  assistance  to  these  well-established  resi- 
dential schools  to  one-quarter  of  the  funds  allocated  for  the  deaf  in  any  of  our 
States  should  be  urged  or  adopted,  when  77  percent  of  the  deaf  children  are  being 
educated  in  these  residential  schools. 

For  some  time  past  small  schools  for  the  deaf  have  grown  up  in  various  parts  of 
our  States  without  proper  supervision  or  classification.  Many  of  them  are 
abandoned  after  a  few  years  trial.  Aside  from  the  fact  that  their  classes  cannot 
be  well  graded  or  their  teachers  properly  supervised,  few  of  them  provide  proper 
vocational  education  or  manual-training  work  for  the  deaf  children  who  attend 
them;  nor  can  there  be  the  program  of  physical  education,  sports,  medicAl  atten- 
tion, instruction,  and  character  training  easily  possible  in  the  residential  schools. 
Out  of  the  19,000  deaf  children  in  school  in  the  United  States  in  October  1934, 
forttmately  only  2,000  are  provided  for  in  these  scattered  schools  having  50  or  less 
children  in  attendance.  Deaf  children  should  by  no  means  be  taught  with  the 
blmd,  cardiacs,  or  crippled  children.  They  need  particular  methods  of  instruc- 
tion and  especially  trained  teachers  under  skilled  supervision,  as  can  be  provided 
best  in  large  schools  such  as  the  residential  schools  for  thr  deaf. 

It  has  been  the  policy  of  nearly  everj'  State  in  the  Union  during  a  number  of 
years  past  to  do  away  with  small  scattered  schools  for  hearing  children,  to  con- 
solidate them  into  larger  schools  in  which  the  children  may  be  better  housed, 
graded,  and  supervised,  and  in  which  their  general  progress  may  be  much  better 
watched  over.  This  policy  of  abandoning  the  small,  weak  school  and  supporting 
more  strongly  the  large  and  well-organized  school  should  apply,  in  my  opinion,  to 
the  education  of  the  deaf  as  well  as  the  education  of  the  hearing. 

I  respectfully  suggest,  therefore,  that  the  limit  of  25  ])ercent  placed  on  the 
allocation  of  funds  for  the  education  of  handicapped  children  in  residential  schools 
be  not  inserted  in  any  legislation  which  you  may  adopt.  It  would  seem  more 
logical  and  more  helpful  to  allocate  to  residential  schools  for  the  deaf  at  least  75 
•percent  of  funds  appropriated,  as  nearly  77  percent  of  the  deaf  school  children  of 
the  United  States  are  taught  in  these  schools  most  satisfactorily  at  the  present 
time. 

Respectfully  yours, 

Percival  Hall, 
Chairman,  Executive  Committee. 

Washington,  D.  C 

The  Chairman.  The  committee  will  recess  now  until  10  o'clock 
tomorrow  morning. 

(Whereupon,  at  12  o'clock  noon,  the  hearing  was  adjourned  until 
Tuesday,  Feb.  19,  1935,  at  10  a.,  m.) 
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TUESDAY,    FEBRUARY   19,    1935 

United  States  Senate, 
Committee  on  Finance, 

Washington,  D.  C. 
The  committee  met,  at  10  a.  m.,  in  the  Finance  Committee  room, 
Senate  Office  Building,  Senator  Pat  Harrison  (chairman)  presiding. 

The  Chairman.  The  witness  this  morning  is  Mr.  Herbert  Benjamin 
of  New  York. 

STATEMENT  OF  HERBERT  BENJAMIN,  NEW  YORK  CITY,  REPRE- 
SENTING THE  NATIONAL  JOINT  ACTION  COMMITTEE  FOR 
GENUINE  SOCIAL  INSURANCE 

Mr.  Benjamin.  I  am  appearing  in  behalf  of  the  National  Joint 
Action  Committee  for  Genuine  Social  Insurance.  It  is  my  purpose 
to  show  that  there  is  not  only  a  need  but  an  organized  broad  mass 
movement  for  genuine  social  insurance.  That  the  Wagner-Lewis 
so-called  "social  security  bill"  represents  the  administration's  attempt 
to  evade  the  obligation  to  provide  such  insurance.  That  the  immedi- 
ate and  potential  resources  of  the  Nation  make  the  provision  of  genu- 
ine social  insurance  feasible  and  practicable.  And,  that  a  genuine 
social  insurance  system  must  base  itself  on  the  principles  of  the  work- 
ers' unemployment,  old  age,  and  social  insurance  bill  which  is  now 
before  Congress  as  H.  R.  2827. 

With  your  permission,  I  will  file  for  the  record  a  complete  list  of 
the  organizations  and  groups  in  whose  behalf  we  are  privileged  to 
speak  with  relation  to  the  problem  of  unemployment  and  social 
insurance.  Examination  will  show  that  this  list  includes  several 
thousand  of  national.  State,  regional,  and  local  units  of  a  great 
variety  of  trade  union,  fraternal,  farmers,  professional,  veterans, 
Negro,  youth,  women,  political,  cultural,  civic,  and  other  organiza- 
tions. The  one  list  includes  a  good  many,  though  not  all  of  the 
organizations,  who,  after  a  consideration  of  various  social  insurance 
measures,  endorsed  the  workers'  unemployment,  old  age,  and  social 
insurance  bill  as  against  all  others.  The  second  list  enumerates 
the  various  organizations  whose  delegates  participated  in  the  national 
Congress  for  unemployment  and  social  insurance  wliich  was  held  in 
Washington,  D.  C,  on  January  5,  6,  and  7  of  this  year.  The  National 
Joint  Action  Committee  and  its  ofl&cers  were  elected  in  this  Congress 
which  unanimously  rejected  all  such  measures  as  the  Wagner-Lewis 
bill  and  with  equal  unanimity  endorsed  H.  R.  2827,  the  workers 
unemployment,  old-age,  and  social  insurance  bill. 

The  Chairman.  Is  that  the  Lundeen  bill? 

1133 


1134 


ECONOMIC   SECUEITY   ACT 


Mr.  Benjamin.  Yes  sir.  And  with  your  permission,  I  may  file  for 
the  record  the  Ust  of  organizations. 

Tlie  Chairman.  Yes. 

Mr.  Benjamin.  When  it  is  remembered  that  these  endorsements 
were  secured  and  this  support  ralHed  in  the  face  of  very  bitter  and 
vigorous  opposition,  and  despite  the  many  differences  of  pohcy  and 
opinion  which  prevails  as  between  the  hsted  organizations  on  a  great 
variety  of  other  problems,  the  significance  of  this  wide-spread  support 
for  the  workers'  bill  can  be  more  fully  appreciated.  This  broad 
supporting  movement  for  the  workers'  bill  is  proof  of  the  fact  that 
the  great  masses  of  producers  are  rapidlj^  realizing  that  their  very 
existence  depends  upon  the  establishment  of  a  genuine  system  of 
unemployment  and  social  insurance.  It  serves  also  to  prove  that  as 
the  masses  become  aware  of  this  need  they  develop  a  capacity  for  the 
united  action  which  is  necessary  in  order  to  compel  enactment  of 
such  a  system  of  social  insurance. 

It  is  in  behalf  of  the  millions  already  associated  with  our  united 
movement  and  in  behalf  of  all  who  suffer  from  and  are  menaced  by 
the  effects  of  economic  insecurity,  that  I  appear  before  this  com- 
mittee. It  is  the  sentiment  and  point  of  view  of  these  millions  that 
I  express  when  I  declare  that  we  regard  the  Wagner-Lewis  so-called 
"social-security  bill"  as  not  merely  inadequate,  but  deliberately 
deceptive. 

For  years  our  every  demand  that  the  Government  shall  assume  the 
obligation  of  providing  unemployment  and  social  insurance  for  those 
who  are  deprived  of  their  means  of  livelihood  through  no  fault  of 
their  own,  has  been  met  by  a  flat  "No."  The  Wagner-Lewis  bill  is 
just  another  way  of  repeating  that  "No."  Through  the  Wagner- 
Lewis  bill,  the  Roosevelt  administration  declares  just  as  the  Hoover 
administration  used  to  declare,  that  government  as  now  constituted 
must  concern  itself  with  preserving  the  profits  of  a  few  rather  than 
with  preservation  of  the  well-being  of  the  overwhelming  majority 
of  the  population.  Because  we  hold  that  the  Government  should 
serve  the  millions  of  willing  workers,  farmers,  and  professionals  of 
this  country  and  not  merely  the  3  percent  who  now  own  and  control 
the  wealth^  of  this  country,  we  are  fundamentally  opposed  to  the 
intent  and  provisions  of  the  Wagner-Le\ns  social-security  bill. 

It  is  sufficient  to  compare  the  provisions  of  this  bill  to  the  professed 
purpose  of  its  sponsors  to  prove  how  entirely  divorced  this  measure 
is  from  the  actual  needs  of  the  great  masses  who  suffer  hunger,  want, 
and  destitution  in  consequence  of  economic  hazards  that  are  inherent 
in  the  present  (capitalist)  productive  system. 

In  his  various  speeches  and  messages.  President  Roosevelt  has  more 
or  less  correctly  formulated  what  should  be  the  purpose  of  a  social 
insurance  or  social  security  measure.  In  his  message  to  Congress 
on  June  8,  1934,  he  stated  this  most  clearly  when  he  declared  that 
"the  security  of  the  home,  the  security  of  livelihood,  and  the  security 
of  social  insurance  are,  it  seems  to  me,  a  minimum  of  the  promise 
that  we  can  offer  to  the  American  people."  In  the  light  of  the  admin- 
istrations proposed  "social  security"  program  we  may  well  ask 
whether  the  President  was  merely  advising  his  party  colleagues  on 
the  kind  of  preelection  promises  they  should  make.  Certainly  the 
program  submitted  will  not  by  any  stretch  of  the  imagination  provide 
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Wlien  the  masses  demand  social  insurance  they  mean:  First, 
assured  income  in  an  amount  that  will  preserve  living  standards. 
Preferably  the  masses  would  have  steady  work  for  which  they  are 
fitted  at  a  wage  rate  that  will  make  possible  the  purchase  of  all 
necessities  of  life. 

But  the  present  system  of  production  for  profit  rather  than  for  use 
serves  to  deprive  millions  of  the  opportunity  to  work  and  thereby 
subjects  all  workers  to  the  menace  of  unemployment. 

Despite  the  fact  that  President  Roosevelt  chooses  to  "stand  or  fall 
by  my  refusal  to  accept  mass  unemployment  as  a  permanent  con- 
dition of  our  future",  it  is  generally  admitted  that  under  the  present 
system  we  are  bound  to  have  a  permanent  army  of  some  7,000,000 
unernployed.  This  condition  proceeds  from  the  increasing  dispro- 
portion between  our  expanding  productive  capacities  and  shrinking 
purchasing  power.  We  will  submit  figures  based  on  recent  findings  of 
the  National  Industrial  Conference  Board  that  graphically  describe 
this  process.  These  figures  show  that  in  October  1934  payrolls  stood 
at  60  percent,  employment  at  78.6  percent,  and  output  per  man-hour 
at  129.5  percent  as  compared  to  the  1923-25  average.  This  means 
that  for  the  sampling  industries  covered  in  the  given  survey,  61 
workers  are  able  to  now  produce  as  much  as  100  did  10  years  ago. 
Thus  39  percent  are  left  unemployed  or  forced  to  seek  employment  in 
new  occupations. 

Under  such  conditions,  the  share  of  wealth  which  goes  to  the  wage 
and  salaried  group  who  constitute  the  chief  consumer  group  is  con- 
stantly reduced.  This  serves  to  shrink  the  market  at  the  very 
moment  when  productive  capacity  is  increased.  This  very  process 
also  miHtates  against  the  possibility  for  the  masses  in  the  low  income 
group  to  accumulate  some  reserves  for  emergencies  such  as  accident, 
sickness,  old  age,  and  so  forth,  likewise  the  life  destroying  speed-up 
which  accompanies  the  constant  intensification  of  the  labor  process, 
results  in  prematurely  aging  the  workers  and  in  the  exclusion  of  the 
middle  aged  as  well  as  those  of  advanced  years  from  industry. 

Finally,  it  must  be  borne  in  mind  when  designing  a  social -insurance 
program  at  tliis  time,  that  all  of  these  factors  make  for  more  pro- 
longed and  more  frequent  crises.  It  is  a.  fallacy  that  amounts  to 
actual  deception  to  propose  under  such  circumstances  plans  based  on 
the  accumulation  of  reserves.  As  a  matter  of  fact,  a  recent  study 
revealed  that  since  1790  this  country  has  suffered  1  crisis  year  for  every 
lYi  years  of  prosperity.  Under  such  conditions  it  is  manifestly  im- 
possible to  meet  the  problem  of  unemployment  by  building  up  reserves 
during  so-called  "fat  years"  for  the  lean  years.  Certainly  it  cannot 
be  done  on  the  basis  of  a  3-percent  tax  on  pay  rolls. 

This  is  the  fundamental  error  of  the  Wagner-Lewis  bill.  And 
because  it  must  be  evident  that  no  insurance  against  loss  of  income 
through  unemployment  can  be  provided  by  means  of  a  reserve  plan, 
we  cannot  regard  these  plans  as  mere  errors  of  judgment.  They  must 
be  recognized  for  what  they  are — deliberate  attempts  to  deceive  the 
masses  and  circumvent  their  demand  for  assured  income. 

As  against  these  reserve  plans,  we  propose  and  demand  a  system  of 
unemployment  and  social  insurance  that  draws  funds  not  by  taxing 
either  directly  or  indirectly  the  meager  wage  income  of  the  masses, 
but  by  taxing  the  huge,  petrified  income  and  wealth  of  the  rich.  We 
call  your  attention  to  the  fact  that  the  Government  did  not  ask  the 
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big  corporations  to  build  up  a  reserve  fund  before  it  would  issue 
billions  of  dollars  to  these  from  the  Reconstruction  Finance  Corpora- 
tion. The  Government  drew  upon  the  already  available  resources 
for  that  purpose.  We  demand  that  the  Government  shall  do  likewise 
for  the  masses  who  have  produced  this  Nation's  wealth. 

Are  there  such  resources?  Could  adequate  funds  be  raised  to  pay 
for  genuine  social  insurance?  Our  answer  is  both  factual  as  well  as 
rhetorical.  We  know  that  this  is  the  richest  country  in  the  world. 
We  know  that  if  millions  sufl'er  hunger  and  want  as  they  do,  it  is  not 
becaiipe  the}^  are  unwilling  to  apply  their  labor  to  the  task  of  creating 
all  that  is  necessary  and  can  be  created  to  provide  the  necessities  and 
comforts  of  life. 

Recently,  however,  we  have  also  undertaken,  with  the  help  of  com- 
petent economists,  studies  of  immediately  available  sources  of  funds 
for  adequate  social  ijisurance.  Under  the  direction  of  Dr.  Joseph 
Gillman,  chairman  of  the  research  committee  of  the  Inter-professional 
Association  for  Social  Insurance,  such  a  study  produced  the  following 
findings: 

First,  if,  in  accordance  with  the  provisions  of  the  workers'  bill,  all 
incomes  of  $5,000  a  year  and  over  were  taxed  at  the  same  rate  as 
now  prevails  in  England,  the  Federal  Government  would  increase  its 
revenue  from  this  source  alone  by  more  than  five  times.  Thus,  in 
1928,  5/4  billion  dollars  could  have  been  raised  in  this  manner  instead 
of  the  slightly  more  than  one  billion  which  was  actually  obtained.  It 
should  be  pointed  out  in  this  connection  that  the  rates  of  taxation  in 
France  and  Germany  are  even  higher  in  some  brackets. 

Secondly,  corporation  taxes  in  the  United  States  are  likewise  ex- 
tremely low.  If,  for  example,  a  flat  rate  of  25  percent  were  imposed 
on  all  corporation  earnings  of  $5,000  per  year  and  over,  we  could 
have  raised  in  1928,  $2,600,000,000  instead  of  the  less  than  $1,200,- 
000,000  which  was  actually  raised  in  this  manner. 

Thirdly,  present  taxation  on  inheritance  and  the  transfer  of  estates 
by  gifts  is  as  low  as  1  percent,  on  the  average.  In  consequence  of  this, 
the  total  income  for  the  State  and  Federal  Governments  from  this 
source  was  in  1928  only  $42,000,000  on  total  transfers  of  $3,500,- 
000,000.  Even  on  the  basis  of  a  flat  25-percent  tax  on  such  transfers — 
inheritance,  gifts — the  revenue  in  1928  from  this  source  could  have 
been  increased  to  $888,000,000. 

Fourtlily,  a  seldom-mentioned  but  very  important  source  of  pos- 
sible revenue  would  be  a  tax  on  now  tax-exempt  securities.  This,  it 
should  be  pointed  out,  is  not  a  new  source,  since  at  one  time  there 
were  no  tax-exempt  securities.  By  1932  such  securities  were  abroad 
in  the  amount  of  $15,000,000,000.  Since  that  time  a  tremendous 
increase  has  produced  such  securities  in  an  amount  which  approxi- 
mates $28,000,000,000. 

FinaUy,  let  us  indicate  one  more  neglected  source  of  revenue.  Leg- 
islators who  unhesitatingly  introduce  sales  taxes  and  other  nuisance 
taxes  upon  the  impoverished  masses,  choose  to  overlook  the  great 
accumulations  of  wealth  that  are  listed  as  corporate  surplus.  The 
net  corporate  surplus  in  1928  amounted  to  $47,000,000,000.  Even 
after  3  crisis  years,  in  1932  the  total  corporate  surplus  still  amounted 
to  over  $36,000,000,000.  A  corporate  surplus  respresents  undistrib- 
uted wealth.  It  is  from  such  surplus  that  corporations  continue  to 
pay  dividends  and  liigh  salaries  long  after  the  workers  who  produced 
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this  wealth  have  been  reduced  to  pauperism.  Thus,  while  labor  has 
lost  60  percent  of  its  earnings  since  1929,  very  httle  change  has  taken 
place  insofar  as  interest  charges  and  funded  debt.  There  has  been 
practically  no  change  in  the  years  of  1929  to  1932,  and  even  in  1933 
payments  on  this  account  were  only  5  percent  less  than  in  1929. 

With  your  permission  we  will  file  for  the  record  tables  that  show 
just  how  an  unemployment  and  social-insurance  program  such  as  we 
need  and  demand  could  be  financed  by  tapping  these  neglected 
sources  of  revenue.  I  might  state  here  that  this  as  well  as  other 
material  has  been  more  fully  elaborated  in  the  recently  concluded 
hearings  on  H.  R.  2827  before  the  Labor  Subcommittee  of  the  House 
of  Representatives. 

This  committee  would  do  well  to  turn  its  attention  to  the  problem 
of  reaching  these  sources  of  revenue.  UntU  this  has  been  done — until 
a  tax  rate  such  as  prevails  in  England  and  other  countries  where  labor 
has  been  able  to  exert  greater  pressure  upon  government  is  estab- 
lished— we  refuse  to  accept  excuses  now  offered  by  those  who  decry 
demands  for  adequate  social  insurance. 

The  sponsors  of  the  Wagner-Lewis  bill  who  go  into  hysterics  when 
mention  is  made  of  proposals  for  genuine  social  insurance  cry  that  it 
is  impractical.  It  suits  their  purpose  to  bracket  the  Lundeen, 
workers'  unemployment,  old-age,  and  social-insurance  bill,  H.  R.  2827, 
with  such  ridiculous  concoctions  as  the  Townsend  plan.  We  say  that 
there  can  be  no  comparison  between  our  program  and  the  program  of 
Townsend,  Huey  Long,  Father  Coughlin,  and  the  various  other 
demagogues  whose  only  purpose  is  to  exploit  the  misery  and  dis- 
content of  the  masses.  On  the  contrary,  there  is  greater  affinity  both 
in  motive  and  in  content  between  the  Townsend  plan  and  the 
administration's  program. 

Neither  the  Wagner-Lewis  bill  nor  the  Townsend  plan  can  provide 
a  practical  system  of  social  insurance.  Both  try  to  detract  attention 
from  what  must  be  the  source  of  funds — tax  upon  high  income  and 
wealth  accumulations.  Instead,  both  plans  propose  to  impose  new 
tax  burdens  upon  the  masses,  even  though  these  taxes  when  raised 
will  not  serve  to  provide  the  funds  necessary  for  the  accomphshment 
of  their  professed  purpose. 

The  Townsend  brain  storm  proposes  a  10-percent  sales  tax  to 
gladden  the  hearts  of  the  rich.  But  even  if  such  a  monstrous  tax 
were  imposed  and  collected,  and  even  if  sales  reached  the  1929  level, 
the  total  proceeds  would  provide  only  $50  a  month,  or  one-fourth  of 
the  amount  which  the  sponsor  of  this  plan  calls  for. 

Likewise,  the  Wagner-Lewis  bill,  which  pretends  to  be  a  social- 
security  measure,  is  in  fact  merely  another  revenue  act.  As  the 
Secretary  of  Labor  already  admitted  before  this  committee,  there  is 
nothing  in  the  bill  which  would  compel  the  Government  to  use  a 
single  penny  of  the  funds  raised  by  this  act  for  social  insurance  or 
relief  purposes.  On  the  contrary,  these  funds  will,  according  to  this 
Cabinet  member,  be  available  for  the  building  of  more  battleships 
and  other  war  purposes. 

Thus  while  pretending  to  provide  social  security  this  act  helps  pro- 
mote further  insecurity  for  the  masses  who  are  menanced  by  war  as 
well  as  by  hunger.  By  means  of  this  act,  the  Federal  Government 
sidesteps  the  demand  for  a  Federal  system  to  meet  a  Nation-wide 
problem  and  condition.     Instead  it  passes  the  buck  to  the  several 
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States.  Moreover,  it  seeks  to  aid  those  forces  in  the  various  States 
who  are  fearful  lest  the  masses  compel  enactment  of  more  neariy 
adequate  measures.  The  Wagner-Lewis  bill  lends  Federal  aid  to 
those  who  declare  that  the  unemployed  must  be  excluded  from  all 
possible  benefits.  The  Wagner-Lewis  bill  suggests  a  method  whereby 
even  those  who  are  not  otherwise  excluded  shall  be  compelled  to 
wait  until  at  least  1938  before  they  can  hope  to  come  under  the 
doubtful  safeguards  which  this  plan  would  provide.  In  testimony 
before  the  House  labor  subcommittee,  Dr.  Harry  Lurrie,  the  well- 
known  social  worker,  pointed  out  that  a  sample  study  in  the  city  of 
Dayton,  Ohio,  demonstrated  that  even  if  such  a  plan  as  the  Wagner- 
Lewis  bill  had  been  in  operation  5  years  previous  to  the  present 
crisis,  less  than  10  percent  of  those  now  unemployed  would  be  eligible 
for  any  benefits  whatever. 

Those  who  show  such  great  concern  for  the  handful  of  multi- 
billionaires  of  this  country,  do  not  hesitate  to  suggest  that  the  im- 
poverished producers  shall,  when  unemployed  or  handicapped  by  old 
age,  be  reduced  to  existence  on  a  maximum  of  $15  per  week.  Even 
this  miserly  amount  is  to  be  withheld  until  after  a  worker  has  been 
forced  to  exhaust  such  pitiful  reserves  as  he  may  have  during  a 
4-week  waiting  period.  Then  this  bill  proposes  that  after  a  maximum 
period  of  15  weeks,  the  worker  is  to  be  set  adrift  or  turned  into  a 
forced  laborer  on  some  so-called  "public  works  project"  at  the  less 
than  subsistence  rate  of  under  $50  per  month. 

We  will  not  attempt  to  detail  all  the  many  other  obnoxious  features 
of  this  so-called  "social-security  bill."  We  do  wish  to  inform  this 
committee  that  the  masses  are  not  to  be  fooled  by  such  a  hideous 
caricature  of  a  social-insurance  program.  For  proof  of  this  we  refer 
you  to  the  records  of  the  hearings  before  the  labor  subcommittee  on 
H.  R.  2827.  Nearly  70  witnesses  appeared  in  these  hearings.  They 
came  from  all  parts  of  the  country,  from  practically  every  important 
industry,  workers,  farmers,  professionals,  veterans,  Negro,  and  white, 
men,  women,  and  youths.  Their  testimony  will  show  that  they  are 
doing  serious  thinking  about  the  problems  with  which  they  are  faced. 
Congress  will  do  well  to  realize  that  the  masses  who  are  held  in  con- 
tempt by  the  self-anointed  leaders  and  self-styled  statesmen,  are 
learning  from  the  bitter  experiences  of  these  more  than  5  years. 
They  are  learning  to  think,  to  see  through  the  ballyhoo  and  penetrate 
through  the  organized  campaign  of  silence  and  censorship  which  is 
directed  against  all  plans  and  programs  that  make  a  serious  practical 
attempt  to  end  the  present  insupportable  conditions.  They  may  lack 
academic  training,  but  they  have  that  good  common  sense  which 
Mr.  Hearst  and  others  like  him,  consider  merely  the  special  attribute 
of  those  Americans  who  know  how  to  steal  and  cheat  and  exploit 
and  thereby  amass  millions  of  unearned  wealth.  They  have  the  aid 
and  support  of  the  trained  technicians  who  along  with  the  entire 
productive  population  face  hunger,  destitution,  and  destruction  in  a 
land  of  plenty.  Some  can  still  be  led  astray  and  deceived  for  a  time 
with  such  panaceas  as  the  Townsend  plan.  But  we  who  are  close  to 
the  masses  know  that  the  Townsend  plan  is  by  no  means  as  widely 
supported  as  the  press  would  have  us  believe.  The  movement  behind 
the  Townsend  plan  is  as  unsound  as  is  the  plan. 
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The  trade  unions,  whose  membership  is  sweeping  aside  even  the  opposi- 
tion of  their  official  leaders;  the  fraternal  organizations,  whose 
membership  is  originally  attracted  by  reason  of  the  need  for  a  form 
of  mutual  aid  in  sickness  and  in  death,  but  who  now  find  that  the 
very  crisis  which  produces  the  need  for  protection  against  loss  of  in- 
come, serves  to  destroy  the  effectiveness  of  the  organizations  they 
established  for  such  an  eventuality;  the  veterans,  who  see  the  same 
forces  opposing  their  demand  for  social  insurance  as  stand  opposed  to 
their  demand  for  immediate  payment  of  their  deferred  wages,  the 
so-called  "bonus";  the  Negro  masses,  who  see  that  they  are  ex- 
cluded and  discriminated  against  in  the  administration's  so-called 
''social  security  program"  even  as  they  were  discriminated  against 
in  every  other  measure  adopted  by  the  present  and  past  adminis- 
trations; the  professional,  the  domestic  workers,  the  farmers,  the 
self-employed  persons  who  are  rapidly  sinking  into  the  ranks  of  the 
pauperized  mass;  these  are  the  forces  who  constitute  the  movement 
for  genuine  unemployment  and  social  insurance. 

Of  their  spokesmen  who  testified  in  the  hearings  before  the  labor 
subcommittee  of  the  House,  not  a  single  one  uttered  a  word  of  approval 
for  either  the  Townsend  plan  or  the  equally  impractical  and  decep- 
tive Wagner-Lewis  bill.  Each  explained  what  kind  of  social  in- 
surance they,  as  experts  on  their  own  needs  and  the  needs  of  their 
fellow  workers,  require  and  demand. 

Since  it  would  be  impossible  to  oft'er  amendments  to  a  bill  which  is 
dehberately  designed  to  evade  and  defeat  the  demand  for  social 
insurance,  we  will  not  attempt  to  oft'er  amendments  to  the  spurious 
social  security  bill  wliich  is  before  this  committee.  Instead  we  wish 
in  conclusion  to  outline  briefly  the  principles  that  must  be  incorporated 
in  a  social  insurance  measure  that  corresponds  to  present  conditions, 
needs,  and  demands  of  the  masses. 

A  genuine  unemployment  and  social  insurance  program  must  be 
designed  to  safeguard  the  masses  against  any  lowering  of  the  living 
standards.  It  must  serve  to  increase  purchasing  power,  stimulate 
productivity  in  the  interest  of  a  higher  living  standard  and  lead  to  the 
necessary  redistribution  of  wealth  that  is  now  withheld  from  circula- 
tion. 

Therefore,  compensation  must  be  at  least  equal  to  the  average 
wages  which  workers  could  earn  if  permitted  to  work  in  their  own 
normal  occupation  and  locality.  It  must  in  no  case  be  permitted  to 
fall  below  a  fixed  minimum  health  and  decency  level. 

Such  compensation  can  and  must  be  provided  by  and  only  at  the 
expense  of  the  Government  and  employers.  No  contribution  in  any 
direct  or  indirect  form  should  be  levied  upon  workers  and  other  low- 
income  groups. 

All  workers,  regardless  of  age,  occupation,  color,  sex,  nationality, 
citizenship,  religious  or  political  belief,  must  be  assured  such  com- 
pensation for  all  time  lost  because  of  involuntary  unemployment, 
old  age,  industrial  accident,  or  sickness  and  maternity. 

Representatives  directly  elected  by  the  workers  themselves  should 
administer  the  social  insurance  system  so  that  it  will  be  operated  in 
accordance  with  their  interests,  conditions,  and  needs. 

These  prmciples  are  not  arbitrarily  posed.  They  are  the  product 
of  several  years  of  exhaustive  discussion  around  the  problem.  They 
do  not  represent  a  utopia.     They  represent  a  practical   program 
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developed  out  of  the  needs  and  experiences  of  the  great  masses  who 
suffer  and  face  the  hazards  inherent  in  the  present  system.  They 
are  not  developed  for  an  ideal  society.  They  are  developed  to  meet 
conditions  created  by  present  day  society  and  are  consistent  with 
the  present  economic  resources  of  the  country.  They  will  not  pro- 
vide security.  There  can  be  no  real  security  under  the  present  system. 
But  such  a  system  will  provide  compensation  for  insecurity  at  the 
expense  of  those  who  profit  from  the  system  which  creates  insecurity. 

With  the  help  of  competent  statisticians  and  economists  we  have 
studied  the  possible  cost  of  such  a  system  of  unemployment  and 
social  insurance.  In  making  such  studies  we  have  kept  in  mind  the 
fact  that  the  cost  will  not  be  greater  than  that  which  we  workers  are 
now  forced  to  pay  for  conditions  bej^ond  our  control  for  which  we 
are  not  responsible.  We  feel  no  need  to  offer  any  apoligies  for  the 
possible  cost  involved  in  the  establishment  of  safeguards  for  the 
welfare  and  very  existence  of  the  great  masses  who  are  the  majority 
of  the  population.  We  have  no  desire  to  minimize  this  cost.  We,  the 
wage  and  salary  workers  of  this  country  have  lost  60  billions  of 
dollars  in  income  since  1929.  No  one  has  yet  made  apologies  or 
amend  to  us. 

But  in  ascertaining  the  cost,  we  have  established  that  it  will  repre- 
sent a  fanciful  and  unrealizable  figure.  Taking  into  consideration 
the  fact  that  money  paid  out  as  compensation  for  unemployment, 
and  so  forth,  would  be  converted  into  increased  purchasing  power 
and  would  thus  be  converted  into  a  means  for  increasing  production 
and  unemployment,  our  estimate  shows  that  the  total  cost  of  social 
insurance  such  as  we  propose  would  be  on  the  basis  of  10  million 
unemployed,  $7,436,000,000.  A  complete  statement  on  this,  together 
with  tables  showing  how  these  figures  are  arrived  at,  is  available  and 
with  your  permission  we  can  file  this  for  the  record. 

Since  we  cannot  amend  the  utterly  insupportable  Wagner-Lewis 
bill,  we  call  upon  this  committee  to  reject  it  and  recommend  for 
immediate  enactment,  the  workers'  unemployment,  old  age,  and  social 
insurance  bill  which  is  the  only  measure  now  before  Congress  that 
incorporates  the  prmciples  essential  to  a  genuine  unemployment  and 
social  insurance  measure.  We  ask  you  to  frame  and  recommend  the 
adoption  of  a  companion  bill  to  H.  R.  2827. 

With  the  permission  of  the  committee,  I  would  be  glad  to  file  the 
tables  that  I  have  referred  to  with  regard  to  the  sources  of  funds, 
with  regard  to  the  cost. 

The  Chairman.  They  may  be  filed. 

Mr.  Benjamin.  And  if  the  committee  desires,  I  am  in  a  position 
also  to  file  for  your  information  a  brief  on  the  constitutionality  of  the 
workers'  unemployment  and  social  insurance  act  which  has  been  pre- 
pared by  the  international  juridical  association. 

The  Chairman.  Give  a  copy  of  that  to  the  clerk  so  that  the  com- 
mittee may  have  it. 

Senator  Black.  I  would  like  to  find  out  if  the  figures  you  gave  in 
there  with  reference  to  incomes,  and  so  forth,  do  you  give  us  the 
references  there  to  the  sources  from  which  you  are  paid — that  is, 
the  Nation? 

Mr.  Benjamin.  Yes,  sir;  we  are  giving  you  herewith  both  an  analy- 
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Senator  Black.  I  think  I  had  a  letter  from  you  or  from  someone 
stating  in  reference  to  a  question  I  asked  on  the  stand  a  few  days  ago 
as  to  the  part  of  the  national  income  which  went  to  wages  and  other 
sources.  Someone  wrote  me  a  letter  and  said  they  had  those  figures 
taken  from  a  census  report.     Are  you  the  one  that  wrote  that  letter? 

Mr.  Benjamin.  I  cannot  say  that  I  am. 

Senator  Black.  Have  you  those  figures? 

Mr.  Benjamin.  I  have  figures  here  that  show  what  the  total 
income  of  the  Nation  has  been  and  what  the  total  loss  has  been  in 
income  and  what  share  of  that  loss  has  been  suffered  by  the  workers. 

Senator  Black.  The  question  I  had  asked  was  the  amount  that 
went  to  labor  from  the  incomes  in  value  of  the  manufactured  articles. 
Someone  wrote  me  a  letter  and  said  that  they  had  those  figures  taken 
from  the  census.     You  do  not  have  them? 

Mr.  Benjamin.  No,  sir.  We  have  figures  here  that  indicate,  and 
on  that  basis  we  have  estimated  the  possible  amount  of  reemployment 
that  would  be  developed  by  the  payment  of  unemployment  and  social 
insurance.  We  find  that  60  percent  of  the  total  of  purchasing  p  wer 
goes  back  into  wages,  and  in  that  sense  we  find  a  distribution  of  the 
income  as  of  60  percent. 

(The  matters  referred  to  by  Mr.  Benjamin  in  his  testimony  are  as 
follows:) 

Thousands  of  Endorsements 

We  publish  below  for  the  first  time,  the  most  complete  available  list  of  organiza- 
tions and  other  bodies  who  have  formally  endorsed  the  workers  unemployment 
and  social  insurance  bill. 

Imposing  as  this  list  is,  it  nevertheless  includes  only  such  organizations  and 
bodies  as  have  made  known  their  action  -to  either  the  National  Unemployment 
Council,  the  A.  F.  of  L.  Rank  and  File  Committee  for  Unemployment  Insurance 
and  the  Fraternal  Federation  for  Social  Insurance.  Undboutedly  hundreds  and 
perhaps  thousands  of  additional  organizations  have  taken  similar  action  in  sup- 
port of  genuine  social  insurance  but  have  failed  to  notify  any  of  the  bodies  that 
have  been  conducting  the  campaign  for  the  workers'  bill. 

Of  the  greatest  significance  and  importance  is  the  extensive  list  of  trade-imion 
organizations  and  locals.  These  as  well  as  many  of  the  other  organizations  lent 
their  endorsement  in  the  face  of  the  bitter  opposition  of  the  official  national 
leaders  of  the  American  Federation  of  Labor  and  other  spokesmen  for  such  inad- 
equate measures  as  the  Wagner-Lewis  biU.  These  endorsements  therefore  repre- 
sent the  considered  and  firm  conviction  of  millions  of  men  and  women  of  every 
industry  and  occupation  in  every  part  of  the  country  who  have  learned  to  dis- 
criminate between  spurious  and  genuine  unemployment  and  social  insurance  plans. 

We  print  this  list  at  this  time  because  it  can  be  of  great  help  to  the  committees 
and  groups  in  all  cities  in  the  effort  to  secure  delegates  to  the  National  Congress 
and  in  every  struggle  for  unemployment  and  social  insurance.  We  also  take  this 
occasion  to  urge  all  the  listed  organizations  to  follow  up  their  endorsement  by 
joining  in  the  necessary  united  effort  to  compel  favorable  action  by  the  Seventy- 
fourth  Congress. 

CITY    COUNCILS,    COUNTY,    AND    MUNICIPAL    BODIES 

Connecticut:   City  council,  Bridgeport. 

Idaho:   City  council,  Coeur  d'Alene. 

Illinois:  City  councils,  Belleville,  Benald,  Casey,  Caseyville,  Collinsville, 
Tarvey,  Midlothian,  Norwood  Oak,  Rockford,  Thayer,  Virden,  and  ZiegleE. 

Iowa:   County  Board  of  Des  Moines. 

Kentucky:   County  board,  Covington. 

Maine:   County  board  supervisors,  St.  George. 

Michigan:  City  councils,  Caspian,  Piatt,  Sault  Ste.  Marie,  board  of  super- 
visors, Baraga  County,  advisory  board  district  council  of  Detroit  City  Com- 
mission, Salt  Ste.  Marie. 
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Minnesota:  City  councils,  Eveleth,  Hibbing,  Minneapolis,  Rochester  and  White 
City  Fire  Department,  Eveleth. 

Missouri:   City  council,  St.  Louis. 

Montana:   City  council.  Great  Falls. 

Nebraska:   Douglas  County  Board,  Omaha. 

New  Jersey:   City  councils,  Bayonne  Clifton,  Garfield,  Linden. 

New  York:   City  council,  Buffalo. 

Ohio:   City  councils,  Bedford,  Brooklyn  Village,  Canton,  Landale,  and  Toledo. 

Oklahoma:    Montgomery  County  commissioners,  city  council,  Gushing. 

Oregon:   City  councils,  Klamath  Falls  and  Portland.  " 

Pennsylvania:  Town  councils.  Freedom  Boro,  Sonway,  Defience,  Dudely, 
Longandale,  city  councils,  Allentown,  Anrold  and  Conway,  Dickson  City,  Forest 
Hills,  Glassport,  Swissvale  and  Wilkensburg,  school  board  of  Challfont  Boro. 

Washington:   City  councils,  Aberdeen,  Tacoma. 

Wisconsin:  City  councils,  Cudahy,  Racine,  Milwaukee,  Superior,  West  Allis, 
Lake. 

VETERANS    ORGANIZATIONS 

Italian  Ex-Servicemen's  League,  Bridgeport,  Conn.;  Veterans'  National  Rank 
and  File  Committee,  District  of  Columbia;  American  Legion  post,  Chicago,  111.; 
3  American  Legion  posts,  Schenectady,  4  American  Legion  posts.  Long  Island, 
Big  Six  Post  Veterans  of  Foreign  Wars,  New  York,  Workers  Ex-Servicemen's 
League,  New  York,  Daily  News  American  Legion  Post,  United  States  War  Vet- 
erans, Manhattan  Camp  1,  United  States  War  Veterans,  George  R.  Tilly  Camp 
66,  United  States  War  Veterans,  Roosevelt  Camp  10,  United  States  War  Veterans, 
Abraham  Lincoln  Auxiliary  54,  New  York  City,  N.  Y.;  American  Legion  post, 
Glassport,  Pa.;  American  Legion  posts,  West  Virginia. 

INTERNATIONAL    UNIONS 

Iron,  Steel,  and  Tin  Workers,  Amalgamated  Association. 
Mine,  Mill,  and  Smelter  Workers,  International  Union. 
American  Federation  of  Full  Fashioned  Hosiery  Workers. 
Mo\ilders'  Union  of  North  America. 
Textile  Workers  of  America,  United. 

STATE    FEDERATIONS    OF    LABOR 

State  Federation  of  Labor,  Arkansas. 
State  Federation  of  Labor,  Colorado. 
State  Federation  of  Labor,  Iowa. 
State  Federation  of  Labor,  Montana. 
State  Federation  of  Labor,  Nebraska. 
State  Federation  of  Labor,  Rhode  Island. 


CENTRAL   LABOR   UNIONS 

San  Diego  Federated  Trades  and  Labor  Council,  San  Diego,  Calif. 

Central  Labor  Union,  Danbury,  Conn. 

Central  Labor  Union,  Gibson  County,  Ind, 

Trades  Labor  Assembly,  Sioux  City,  Iowa. 

Federation  of  Labor,  Kalamazoo,  Mich. 

Central  Labor  Union,  Minneapolis,  Minn. 

Central  Labor  Union,  St.  Louis,  Mo. 

Building  Trades  Council,  Great  Falls,  Mont. 

Cascade  Trades  and. Labor  Assembly,  Great  Falls,  Mont. 

Central  Labor  Union,  Grand  Island,  Nebr. 

Central  Labor  Union,  Lincoln,  Nebr. 

Central  Labor  Body,  Atlantic  City. 

Central  Labor  Union,  Newark. 

Essex  Trades  Councils,  Newark,  Essex,  N.  J. 

Central  Labor  Union,  Albuquerque,  N.  Mex. 

Central  Labor  Union,  Jamestown,  N.  Y. 

District  Council  of  Queens  and  Nassau  Counties,  N.  Y, 

Trades  Assembly,  Schenectady,  N.  Y. 

Brarlford  Trades  Assembly,  Bradford,  Pa. 

Federation  of  Labor,  Hazelwood,  Pa. 

Central  Labor  Council.  PittslMireh  District.  Pa. 
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Central  Labor  Union  of  Jeanette,  Pa. 
Central  Labor  Union  of  New  Kensington. 
Federated  Trades  Council,  Reading,  Pa. 
Federated  Labor  Union,  Providence,  R.  L 
Building  Trades  Council,  Providence,  R.  I. 
Federation  of  Labor,  Salt  Lake  City,  Utah. 
Central  Labor  Union,  Spokane,  Wash. 
TradesjLabor  Council,  Racine,  Wis. 

LOCAL    UNIONS 

Asbestos^Workers,  International  Association  of  Heat  and  Frost  Insulators 

Local  31,  Providence,  R.  L 

Barbers'  International  Union,  Journeymen 

Locals:  175,  Danbury,  72,  Norwalk,  Conn.;  Belleville,  111.;  182,  Boston,  Mass.; 
913,  Brooklyn,  N.  Y.;  2,  Philadelphia,  Pa.;  Salt  Lake  City,  Utah. 

Bakery  and  Confectionery  Workers'  International  Union  of  America 

Locals:  125  Berkeley,  43  Fresno,  24  San  Francisco,  Calif.;  62,  237,  2,  49 
Chicago,^Ill.;  190  Metuchen,  N.  J.;  79,  164  New  York  Citv,  14  Rochester,  N.  Y.; 
39,  334  Cleveland,  177  Youngstown,  Ohio;  45  Boston,  Mass.;  204  Pittsburgh, 
Pa.;  122  Providence,  R.  I.;  473  BeUingham,  Wash. 

International  Alliance  of  Bill  Posters  and  Billers  of  America 

Local:  49  Seattle,  Wash. 

International  Brotherhood  of  Blacksmiths,  Drop  Forgers  and  Helpers 

Locals:  303  Butte,  Mont.;  77  Milwaukee,  Wis. 

International  Brotherhood  of  Boiler  Makers,  Iron  Ship  Builders  and  Helpers  of 

America 

Locals:  244  Sioux  City,  Iowa;  81  Readville,  Mass.;  104  Seattle,  Wash.;  249 
Huntingdon,  W.  Va. 

International  Union,  Brewery,  Flour,  Cereal,  and  Soft  Drink  Workers  of  America 

Locals:  Butte,  Great  Falls,  Mont.;  Tacoma,  Wash.;  Newark,  N.  J. 

Bricklayers,  Mason  and  Plasterers  International  Union  of  America 

Locals:  Baltimore,  Md.;  2  Detroit,  Mich.;  19  St.  Louis,  Mo.;  Brooklyn,  3  locals 
in  New  York,  N.  Y.;  18  Cincinnati,  Ohio;  3  Philadelphia,  Pa.;  Providence,  R.  I.; 
2  locals,  Oshkosh,  Wis.;  8  Milwaukee,  Wis.;  5  Huntingdon,  W.  Va. 

Building  Service  Employes'  International  Union 

Locals:   1077  New  York,  N.  Y.;  125  Providence,  R.  I. 

Bridge  and  Structural  Iron  Workers  International  Association 

Locals:  420  Reading,  Pa.;  2416  Portland,  Oreg.;  350  Atlantic  City,  N.  J. 

Carmen  of  America,  Brotherhood  Railway 

Locals:  227  Chicago,  111.  and  210;  23  Princeton,  Ind.;  2031,  266  Sioux  City, 
Iowa;  56  Atchison,  Kans.;  431  Bav  City,  1054  Detroit,  64UPort  Huron,  Mich.; 
299  Minneapolis,  Minn.;  628  Providence,  R.  I.;  823,  1085  New  York,  N.  Y.;  698 
Spokane,  Wash. 

International  Wood  Carvers'  Association  of  North  America 
'   Locals:  Philadelphia,  Pa.;  Chicago,  111.;  New  York. 
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National  Federation  of  Post  Office  Clerks 
Local:   10  New  York,  N.  Y. 

Retail  Clerks'  International  Protective  Association 
Local:   753  Philadelphia,  Pa.;  Butte,  Mont. 

Cigarmakers'  International  Union  oj  America 
Locals:  225  Salt  Lake  City,  Utah;  14  Chicago,  111. 

Coopers'  International  Union  of  North  America 
Local:  9  Philadelphia,  Pa.;  54  Detroit,  Mich. 

United  Brotherhood  of  Carpenters  and  Joiners  of  America 

District  councils:  Carpenters  District  Council,  Kansas  City,  Mo.  29th  Annual 
Convention,  N.  J.  State  Council  of  Carpenters,  Newark,  N.^J. 

Locals:  1687  Montgomery,  Ala.;  1089  Phoenix,  Ariz.;  891  Hot  Springs,  Ark.; 
210  Stamford,  Conn.;  132  District  of  Columbia;  352  Anderson,  1953  Greencastle, 
487  Linton,  Ind.;  523  Keokuk,  948  Sioux  City,  Iowa;  1784,  416,  419,  13,  58,  62, 
181,  504  Chicago,  896  Crystal  Lake,  1366  Quincv,  16  Belleyille-Springfield,  111.; 
720  Auburn,  11,  56,  157  Boston,  297  Brockton,  Mass.;  116  Bay  City,  337  Detroit, 
1299  Iron  River,  1199  Pontiac,  Mich.;  361  Duluth,  7,  1865  Minneapolis,  87  St. 
Paul,  Minn.;  1329  Independence,  Mos.;  286  Great  Falls,  Mont.;  2237  Bayonne, 
349  East  Orange,  119,  1782  Newark,  299  Union  City,  N.  J.;  2717  Brooklyn, 
2372  Garnersville,  66  Jamestown,  2090,  2163  New  York  City,  163  Peekskill, 
1115  Pleasantville,  203  Poughkeepsie,  1660  Raymondsville,  188  Yonkers,  N.  Y.; 
224  Cincinnati,  1180,  2159  Cleveland,  735  Mansfield,  186  Steubenville,  Ohio; 
226,  2218,  2154  Portland,  1065  Salem,  Oreg.;  2008  Ponca  City,  Okla.;  59  Lan- 
caster, 207  Chester,  122,  277,  1050,  1051,  1073,  1856,  2194  Philadelphia,  Pa.; 
1695  Cranston,  810  Kingston,  R.  I.;  2016  Eastland,  1666  Ivingsville,  Tex.; 
1984  Magna,  Utah;  317  Aberdeen,  562  Everett,  1184,  1335  Seattle,  84,  98  Spo- 
kane, Tacoma,  Wash.;  161  Kenosha,  2244  Little  Chuta,  849  Manatowoc,  1053, 
2073  Milwaukee,  460  Wausau,  Wis.;  1620  Rocksprings,  1241  Thermopolis,  Wyo. 

Amalgamated  Clothing  Workers  of  America 

Joint  Council  St.  Louis,  Mo.;  Joint  Board  of  Philadelphia,  Pa. 

Locals:   1  Boston,  Mass.;  4  New  York,  N.  Y.;  75  Philadelphia,  Pa.;  38  Chi- 
cago, 111. 
Draftsmen's   Union,  International  Federaltion  of  Technical  Engineers,  Architects 

Local:  54  Milwaukee,  Wis. 

International  Brotherhood  of  Electrical  Workers  of  America 

Locals:  82  Los  Angeles,  Calif.;  122  Great  Falls,  Mont.;  292  Minneapolis, 
Minn.;  31  Brooklyn,  N.  Y.;  623  New  York  City;  65  Butte,  Mont.;  48  Sioux 
City,  Iowa. 

International  Union  of  Operating  Engineers 

Locals:  Sioux  City,  Iowa;  5  Detroit,  Mich.;  34  Minneapolis,  Minn.;  48  Los 
Angeles,  Calif.;  3  Brooklyn,  N.  Y.;  506,  506a,  835  Philadelphia,  Pa.;  37  Provi- 
dence, R.  I.;  83  Spokane,  Wash. 

International  Engravers  Union  of  North  America 

Local:  5  Chicago,  111. 

Federal  unions 

Ice  and  Cold  Storage  Workers,  16918  Centralia,  Casket  Makers,  19306  Chicago, 
111.;  Automobile  Workers,  United,  Federal  Labor,  18677  Detroit,  Ternsted  Local 
of  United  Auto  Workers  Union,  Detroit,  Buick  Local  A.  F.  of  L.,  Flint,  Mich.; 
Federal  Local  19253  Great  Falls,  Mont.;  Dental  Laboratory  Technicians,  18405 
St.  Louis,  Mo.;  Federal  Labor  Union,  19128  Lincoln,  Nebr. ;  Aeronautical  Work- 
ers, Federal  Labor,  18286  Buffalo,  N.  Y.;  Midvale  Steel  Federal  Union,  Phila- 
delphia,   Brass   Bobbin   Winders,    14659   Philadelphia,    Brass   Bobbin   Winders, 
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bile  Workers,  United  Federal  Labor,  18614  Cleveland,  Ohio;  Federal  Labor, 
Providence,  R.  I.;  Federal  Labor  Union,  19155  Breckinridge,  Tex.;  Sawmill, 
19515  Huntington,  Chemical  Workers,  18634  Huntington,  W.  Va.;  Federal 
Labor  (Vincent  McCall),  18846  Kenosha,  Simmons  Bed  Federated  Union, 
18456  Kenosha,  Federal  Labor,  18546  Milwaukee,  Wis. 

International  Association  of  Fire  Fighters 

Locals:  37  Chicago,  111.;  301  Burlington,  Iowa;  96  Butte,  Mont.;  287  Long 
Beach,  Long  Island,  N.  Y. 

International  Brotherhood  of  Firemen  and  Oilers 

Locals:  32  Detroit,  Mich.;  13  Spokane,  Wash. 

International  Fur  Workers'  Union  of  United  States  &  Canada 

Local:  3  Brooklyn,  N.  Y. 

International  Ladies'  Garment  Workers'  Union 

Locals:  65,  64  Los  Angeles,  Calif.;  64  Chicago,  111.;  20,  22,  66  New  York,  N.  Y. 

United  Garment  Workers  of  America 

Locals:  75  Philadelphia,  Pa.;  27  Minneapolis,  Minn. 

Window  Glass  Cutters'  League  of  America 

Local:  528  New  York,  N.  Y. 

American  Flint  Glass  Workers'  Union 

Locals:  93  Chicago,  111.;  2  Glassport,  Pa. 

International  Glove  Workers'  Unions  of  America 

Local:  69  Gloversville,  N.  Y. 

Granite  Cutters'  International  Association  of  America 

Locals:  Concord,  Penacock,  N.  H.;  Barre,  Vt. 

United  Hatters,  Cap  and  Millinery  Workers  International  Union 

Locals:   10  Danbury,  Conn.;  8  New  York,  N.  Y.;  6  Philadelphia,  Pa. 

International  Hod  Carriers,  Building  &  Common  Laborers'  Union  of  America 

Locals:  591  Santa  Barbara,  270  San  Jose,  Calif.;  Bridgeport,  Conn.;  455  New 
Haven,  524  Norwich,  499  Stamford,  Conn.;  Belleville,  Centralia,  Zeigler,  111.; 
Princeton,  Ind.;  Waltham,  210  Worcester,  Mass.;  563  Minneapolis,  Minn.; 
150  Butte,  278  Great  Falls,  187  Missoula,  Mont.:  690  Newark,  31  Union  City, 
N.  J.;  141  Port  Chester,  435  Rochester,  N.  Y.;  173  Pittsburgh,  Pa.;  271  Provi- 
dence, R.  I.;  242  Seattle,  Spokane,  Wash. 

Hotel  and  Restaurant  Employees  and  Beverage  Dispensers'  International  Alliance 

Locals:  94  San  Francisco,  271  Petaluna,  Calif.;  781  Washington,  D.  C;  733 
Detroit,  Mich.;  34  Minneapolis,  Minn.;  109  Newark,  508  Atlantic  City,  N.  J.; 
325,  2  Brooklyn,  N.  Y.;  72  Cincinnati,  Ohio;  659  Dallas,  Tex. 

Amalgamated  Association  of  Iron,  Steel,  and  J 'in  Workers 

Locals:  709  New  Britain,  Conn.;  184  Sioux  City,  Iowa;  Sparrows  Point,  Md.; 
410  Great  Falls,  Mont.;  149  Clairton,  Pa.;  EUwood  City,  169  EUwood  City,  68,  67 
Johnstown,  Pa.;  37  Providence,  R.  I.;  1  Follansbee,  W.  Va. 

Jewelry  Workers  Union  International 
Locals:  2  Newark,  N.  J.;  1,  21  New  York. 
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International  Union  of  Wood,  Wire,  and  Metal  Lathers 

Locals:  305  Great  Falls,  Mont.;  113  Sioux  Falls,  Iowa;  455  Lake  Worth,  Fla. 

Laundry  Workers'  International  Union 

Local:   108  St.  Louis,  Mo. 

United  International  Union  Leather  Workers 

Locals:  New  York,  N.  Y.;  Chelsea,  Mass.;  52  Philadelphia,  Pa. 

Lithographers'  International  Protective  and  Beneficial  Association  of  the   United 

States  and  Canada 
Local:   5  St.  Louis,  Mo. 

Longshoremen's  International  Association,  Pacific  Coast  Convention 

Locals:  38,  12  Seattle,  Wash. 

Machinists  International  Association  of  Convention  of  International  Association  of 
All  Machinists  of  New  England,  Boston,  Mass. 

Locals:  84  Berwyn,  234,  83,  337,  915  Chicago,  390  Park  Ridge,  lU.;  178  Sioux 
City,  Iowa;  404  Baltimore,  Md.;  64  Massachusetts;  1122  Detroit,  Mich.;  459 
St.  Paul,  Minn.;  Concord,  N.  H.;  816  Hokoken,  N.  J^  447,  402,  226  New  York, 
417  Staten  Island,  N.  Y.;  162,  729  Cincinnati,  439  Cleveland,  203  Akron  404 
Youngstown,  Ohio;  187  Sharpsville,  Pa.;  119  Newport,  110  Newport,  R.  I.;  79 
Seattle,  Wash.;  57  Huntington,  W.  Va.;  116  Milwaukee,  Wis. 

International  Association  of  Marble,  Slate,  and  Stone  Polishers,  Rubbers  and  Saw- 
yers, Tile  and  Marble  Setters,  Helpers  and  Terrazzo  Helpers 

Locals:  62  Philadelphia,  Pa.;  8  Providence,  R.  I.;  47  Milwaukee,  Wis. 
Amalgamated  Meat  Cutters  &  Butcher  Workmen  of  North  America 

Locals:  333  Butte,  Mont.;  545  St.  Louis,  Mo.;  18,  174  New  York,  N.  Y.; 
110  Philadelphia,  Pa. 

Brotherhood  of  Maintenance  of  Way  Employees 

Locals:   1077  New  York,  N.  Y.;  Sioux  City,  Iowa. 

Sheet  Metal  Workers'  International  Association 

Locals:  2  Stockton,  Calif;  615  Buffalo,  137  New  York,  N.  Y.;  329  Salisbury, 
N.  C;  37  Providence,  R.  I.;  446  Great  Falls,  Mont. 

International  Union  of  Mine,  Mill,  Smelter  Workers 

Local:  Bessemer,  Ala.;  Eveleth,  Minn.;  3  Bingham,  Utah;  Spelter,  W.  Va.; 
125  Iron  River,  Mich.;  1636  Kansas  City,  Mo.;  Salt  Lake  City,  Utah. 

United  Mine  Workers  of  America 

Locals:  3664  Auburn,  3543  Benton,  52,  1397  Centralia,  Glen  Ridge,  3644 
Gillespie,  2840  Middlegrove,  2109  Nashville,  721  Pana,  2403  Springfield  720 
Staunton,  691  Troy,  5599  WestviUe,  111.;  6303  Bicknell,  5584  Princeton,  Ind.; 
13  Des  Moines,  916  Hitema,  Iowa;  191  South  Kibbling,  Minn  ;  1  Butte,  Mont.; 
4472  Glen  Robins,  5497  Powhatan,  Ohio;  1451  Connerton,  2399  Dairy  town,  4439 
Fayette,  494  Homer  City,  1560  Lost  Creek,  807  Map  e  Hill,  2o87  Raven  Tun 
1545  Torty  Fort,  5383,  3506  Renton,  1398  Shaft,  2611,  113,  2346,  1509,  1414, 
1443.  1685,  6109,  1467  Shenandoah,  Three  Locals  Westmoreland,  Six  Mile  Run, 
4439  South  Brownsville,  458  Swoyersville,  Pa.;  6147  Besoco^  6107  KiUarney, 
6106  Meade,  2980  Pimberton,  W.  Va.;  Ladies  Auxialiry  920,  Pittsburgh,  Ladies 
Auxiliary  762  Pittsburgh,  Pa. 
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International  M older s'  Union  of  North  America 

Locals:  161  Stamford,  Conn.;  182  Belleville,  275  Chicago,  153  Hazelcrest,  111.; 
24  Baltimore,  Md.;  388  Kalamazoo,  Mich.;  Anaconda,  Mont.;  84  Buffalo,  78 
Watertown,  N.  Y. ;  27  Cleveland,  Ohio;  Cheltersham,  Philadelphia,  111  Phila- 
delphia, 348  Reading,  Pa.;  171  Port  Orchard,  158  Seattle,  338  Spokane,  Wash. 

American  Federation  of  Musicians 

Locals:  403  Willimantic,  Conn.;  219  Stanton,  111.;  24  Akron,  Ohio;  362  Hunt- 
ington, W.  Va. 

Oil  Field,  Gas  Well  and  Refinery  Workers  of  America 

Chemical  and  Oil  Workers  LTnion,  Oakland,  Calif.;  Local  210  Hammond,  Ind. 

Brotherhood  of  Painters,  Paperhangers  and  Decorators  of  America 

District  councils:  Painters  District  Council  46,  Los  Angeles,  Painters  District 
Council,  San  Francisco,  Calif.;  District  Council-Advisory  Bd.  Painters  Bro., 
Detroit,  Semiannual  Conference  Mich.  State  Painters,  Lansing,  Mich.;  Painters 
District  Council  Kansas  Cit.y,  Mo.;  Painters  District  Council,  Newark,  N.  J.; 
Painters  District  Council  21,  Philadelphia. 

Locals:  713,  449  Glendale,  235,  5  Hollywood,  1346  Ingiewood,  256  Long  Beach, 
1065,  92,  1345,  1348,  51,  202,  1345,  51,  831,  792,  644,  511,  636,  202,  1348,  1063 
Los  Angeles,  92  Montrose,  1147  Roseville,  315  San  Jose,  821  Venice,  441  Whittier, 
949  Wilmington,  Calif.;  930  Denver,  Colo.;  190  Bridgeport,  1276  Westport, 
Conn.;  368  Washington,  D.  C;  1088  Dayton  Beach,  1321  Clearwater,  1175  Coral 
Gables,  Fla.;  193  Atlanta,  Ga.;  Belleville,  627,  275,  294,  637  Chicago,  863  Lake 
Forest,  460  Hammond,  111.;  1215  Boone,  Iowa;  277  Atlantic  Citv,  653  East 
Rutherford,  997,  426  Haddon  Heights,  705  Irvington,  777  Newark,  174,  140 
Passaic,  144  Perth  Amboy,  N.  J.;  201  Albany,  442  Brooklvn,  504  Flushing,  Long 
Island,  822  Glen  Cove,  721  Islip,  498  Jamestown,  121  Long  Island  City,  848, 
892,  499,  997,  1101,  905,  261  New  York  City,  707  Oneida,  1035  Richmond  Hill, 
Long  Island,  795  Rockaway  Beach,  Long  Island,  1134  Rockville  Center,  N,  Y.; 
229  Kansas  City,  Kans.;  1244  New  Orleans,  La.;  623  Chelsea,  258  Boston,  Mass.; 
•675  Dearborn,  42,  357,  591,  37,  552  Detroit,  Mich.;  9  Kansas  City,  Mo.;  1086, 
386  Minneapolis,  681  Rochester,  540  Winona,  Minn.;  720  Butte,  260  Great  Falls, 
Mont.;  50,  308,  866,  531  Cincinnati,  765,  867,  128  Cleveland,  1103  Mentor,  546 
Toledo,  Ohio;  443  Okmulgee,  935  Tulsa,  Okla.;  788  Sandusky,  438  Steubenville, 
476  Youngstown,  Ohio;  751  Gibsonia,  1114  Danesville,  380  Lancaster,  887  Oil 
City,  306,  997,  703,  632  Philadelphia,  479,  282,  6,  84  Pittsburgh,  Pa.;  15  Central 
Falls,  195,  692  Providence,  R.  I.;  586  Spartanburg,  S.  C;  965  Jackson  City,  Tenn.; 
123  Oilman,  Vt.;  743  Olympia,  1220  Tacoma,  1114  Janesville,  Wash. 

Pattern  Makers  League 
Local:   Detroit,  Mich. 

Paper  Plate  and  Bag  Makers 

Local:   107  New  York  City,  N.  Y. 

Paving  Cutters  Union  of  the  United  States  of  America  and  Canada 

Locals:  Clark  Island,  108  Tenants  Harbor,  9  Thomaston,  Maine;  43  Wood- 
stock, Md.;  53  Rockport,  Mass.;  Concord,  N.  H. 

Plasterers  International  Association  of  the  United  States  and  Canada  United 

Locals:  87  Montgomery,  Ala.;  343  Long  Beach,  460  San  Francisco,  Calif.; 
32  Denver,  Colo.;  Bloomington,  111.;  155  Baltimore,  Md.;  65  Minneapolis,  Minn.; 
Omaha,  Nebr.;  60  New  York,  N.  Y.;  1  Cincinnati,  7  Toledo,  179  Youngstown, 
214  Hamilton,  Ohio;  40  Providence,  182  Franklin,  R.  I.;  31  Pittsburgh,  Pa.; 
746  Mount  Vernon,  77  Seattle,  Wash.;  110  Great  Falls,  Mont.;  428  Racine,  Wis.; 
352  Ovel,  Wyo. 

United  Association  of  Plumbers  and  Steam  Fitters  of  the  United  States  and  Canada 

Locals:  230  San  Diego,  Calif.;  18  Sioux  City,  Iowa;  64  Northampton,  Mass.; 
98  Detroit,  Mich.;  41  Butte,  139  Great  Falls,  Mont.;  1  Brooklyn,  206  Elmira, 
N.  Y.;  98  Cleveland,  108  Hamilton,  Ohio;  42  Reading,  Pa.;  476,  29  Providence, 
R.  I.;  504  Beaumont,  Tex.;  608  West  Allis,  Wis. 
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International  Union  Metal  Polishers 

Locals:  6,  277  Chicago,  111. 

Printing  Pressmen's  and  Assistants'  Union  of  North  America 

Locals:   140  San  Diego,  Calif.;  147  Wichita,  Kans.;  3,  4  Chicago,  111.;  196  New 
Brunswick,  N.  J.;  23  New  York  City,  N.  Y. 

International  Brotherhood  of  Pulp,  Sulphite,  and  Paper  Mill  Workers  of  the  U.  S 

and  Canada 

Locals:  37  East  Millinocket,  27  Woodland,  Maine. 

United  Textile  Workers'  of  America — Plush  Weave 

Local:  471  Philadelphia,  Pa. 

Quarry  Workers,  International  Union  of  North  America 

Locals:  82  Rockport,  81  Lanesville,  Mass. 

Railway  Brotherhood,  Order  of  Railway  Conductors  of  America 

Local:  55  Port  Jervis,  N.  Y. 

Brotherhood  of  Railroad  Trainmen 

Local:   Milwaukee,  Wis. 

Brotherhood  of  Locomotive  Engineers 

Delegates  from  150  divisions  of  locomotive  engineers,  Kansas  City,  Mo.; 
locals:  405  Milwaukee,  Wis.;  West  Virginia. 

Brotherhood  of  Locomotive  Firemen  and  Enginemen 

Locals:  23  Jersey  City,  N.  J.;  183  Cleveland,  Ohio;  Montivedo,  Minn.;  1  Port 
Jervis,  N.  Y. 

Order  of  Railway  Conductors  of  America 

Locals:  69  El  Paso,  Tex.;  1  Oak  Park,  lU.;  698  Chicago,  227  Chicago,  111. 

United  Slate,  Tile,  and  Composition  Roofers,  Dam  and  Waterproof  Workers'  Association 

Locals:  80  Great  Falls,  Mont.;  4  Newark,  N.  J. 

International  Alliance  of  Theatrical  Stage  Employees  and  Moving  Picture  Machine 
Operators  of  the  United  States  and  Canada 

Locals:  130  Altoona,  Pa.;  361  Kenosha,  Wis.;  475  Eau  Clair,  Wis.;  598  Marion, 
Ohio-  644  New  York,  N.  Y.;  3  in  Sioux  City,  Iowa;  150  Los  Angeles,  Calif.;  306 
New  York,  N.  Y.;  223  Providence,  R.  I.;  460  Racine,  Wis.;  International  Alliance 
of  Projectionists,  New  York,  N.  Y. 

International  Stereotypers'  and  Electrotypers'   Union  of  North  America 

Locals:  8  East  St.  Louis,  111.;  114,  15  Dayton,  Ohio. 

Journeymen  Stonecutters'  Association  of  North  America 

Locals:   Akron,  Ohio;  Concord,  N.  H. 

Switchmen's  Union  of  North  America 

Locals:  240  Liberia,  Kans.;  291  Paducah,  Ky. 

International  Typographical  Union 
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131  Elmhurst,  Long  Island;  6  New  York,  N.  Y.;  499  Okmulgee,  Okla.;  62 
Toledo,  2  in  Toledo,  Ohio;  242  York,  Pa.;  43  Charleston,  S.  C;  202  Seattle, 
Wash.;  Daily  News  Chapel,  New  York  City,  N.  Y. 

Journeymen  Tailors'  Union  of  America 

Locals:  Youngstown,  Ohio;  46  Buffalo,  N.  Y.;  131  Pittsburgh,  323  Bethle- 
hem, Pa.;  106  Spokane,  Wash.;  86  Milwaukee,  282  Green  Bay,  Wis. 

American  Federation  of  Teachers 
Local:  256  Grand  Rapids,  Mich. 

International  Brotherhood  of  Teamsters,   Chauffeurs,  Stablemen,   and  Helpers  of 

America 

Locals:  429  Reading,  Pa.;  Los  Angeles,  Calif.;  Atlantic  City,  N.  J.;  Duluth, 
Minn.;  156  Philadelphia,  Pa. 

United  Textile  Workers  of  America 

United  Textile  Workers  Convention;  District  Council  of  American  Federation 
of  Full  Fashion  Hosiery  Workers  of  New  Jersey;  District  Council  of  American 
Federation  of  Full  Fashion  Hosiery  Workers  of  New  York,  New  York  City, 
N.  Y.;  Convention  of  American  Federation  of  Hosiery  Workers,  Reading,  Pa. 

Locals:  New  Orleans,  La.;  31  Northampton,  Mass.;  1733  Paterson,  2052 
Union  City,  N.  J.;  8  New  York,  N.  Y.;  Allentown,  4  Langhorn,  1750,  702,  1589, 
1526,  706  Philadelphia,  Pa. 

Upholsterers'  International  Union  of  North  America 
Locals:  75  Baltimore,  Md.;  77  Philadelphia,  Pa. 

INDEPENDENT  UNIONS 

California 
Agricultural  and  Cannery  Workers  Industrial  Union. 

Connecticut 

Shoe  Makers  Association  of  New  Haven. 

Illinois 

Progressive  Miners  of  America  of  Cuba,  Taylor  Springs,  and  Springfield. 
Workers  Alliance  Union  of  Staunton. 

Massachusetts 

Weavers  Progressive  Association  of  Fall  River. 
Workers  Protective  Union  of  Lowell. 
National  Textile  Workers  Union. 

Michigan 

Registered  Pharmacists  Association  of  Detroit. 

Sheet  Metal  Workers  of  Detroit. 

Auto  Workers  Union  of  Detroit. 

International  Society  of  Detroit. 

United  Workers  of  Detal  Co.  of  Escanaba. 

Minnesota 

Packinghouse  Workers  Industrial  Union. 

New  York  City 

Association  of  Laboratory  Technicians. 
American  Newspaper  Guild. 
Alteration  Painters. 
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Drygoods  Workers'  Union. 

Food  Workers  Industrial  Union. 

Furniture  Workers  Industrial  Union. 

Glass  and  China  Decorators  Industrial  Union. 

Laundry  Workers  Industrial  Union. 

Marine  Workers  Industrial  Union. 

Needletrades  Workers  Industrial  Union. 

Tobacco  Workers  Industrial  Union. 

Steel  and  Metal  Workers  Industrial  Union. 

Soft  and  Bristle  Hairdressers  Union. 

Toy  Workers  Industrial  Union. 

Photographic  Workers  Industrial  Union. 

Ohio 

Mechanics  Educational  Society,  Cleveland. 

Pennsylvania 

Union  of  Beaver  County  of  Rochester. 

National  Miners  Union  of  Pittsburgh. 

United  Ribbon  Workers  Association  of  Allentown. 

Independent  Coal  Operators  Association  of  Shamokin. 

Independent  Union  of  the  Columbia  Steel  and  Shaft  Co.  of  Carnegie. 

Rhode  Island 

American  Independent  Textile  Workers  Union  of  Pawtucket. 

Texas 

Laborers  Association  of  Breckenridge. 
Associacion  de  Domesticos. 
Associacion  de  Jornaleros. 

Washington 

Fisherman  and  Cannery  Workers  Industrial  Union  of  Seattle. 
National  Lumber  Workers  Union  of  Seattle. 

CLUBS 

Connecticut 

New  Britain  Association  of  Lithuanian  Workers,  Inc.,  Br  108,  Lithuanians' 
Citizens  Independent  Club,  Polish  Workers,  Scandinavian  Entertamers,  Scan- 
dinavian Workers,  First  Polish,  Slovak  Political. 

Illinois 

Polish  Democratic  Club,  Chicago,  Progressive  Workers  of  Brookside  Town- 
ship, Polish- American  Citizens,  Chicago  Heights,  Hunters  Protective  Club. 

Michigan 
Chippewa   County    Workingmen's   of   Sault   Ste.    Marie,   Slovak    American 

Citizens  Club.  ^    ,  n; 

New  York  City 

Associated  Workers  Club,  Moshulu  Progressive,  Pelham  Parkway  Workers,  New 
Youth  Group,  Fordham  Progressive,  Tremont  Progressive,  Midas  Youth,  Kidge- 
wood  Youth^Utica  Center,  Canarsie  Workers,  New  Youth,  Progressive  Workers 
Social    Youth,    Progressive   Community    Center,    American    Youth,    Taxpayers 
Civic  Ann's  of  Maspeth,  Inc.,  Italian  American  Progressive  New  Group,  Pequoits 
Ladies  Social,  Tamacqua  Social,  Unionport  Pohtical,  York^iUe  Workers,  AC 
Oceana  Social,  Boro  Park  Culture,  New  Group,  New  Culture,  R"gby  Youth 
Red  Sparks,  Cli  Grand,  West  Side,  W.  C,  New  \outh  Center,  Hollis  Circle 
Democratic   Club,   Elmhurst,   Crematorial  Society   Bremer   Ladies,   James    W 
Husted  Fellowcraft,  National  John  Reed  Clubs,  Italian  American  Progressive 
Club. 
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New  Jersey 

American  Slovak  Citizens'  Club. 

Ohio 

Julian  Marchlewski  Polish  Club,  Douinanian  Democratic  Social  Club. 

Pennsylvania 

Polish  Club,  Carnegie,  Workers  Educational  Club,  Monessen,  Polish  Workers 
Club,  Fairhope  Rod  and  Gun  Clubs. 

FRATERNAL   ORGANIZATIONS 

California 
Workermen's  Sick  and  Death  Benefit  fund  of  U.  S.  A. 

Connecticut 
Italian  Fraternal  Association. 

St.  Stanislaus  Society  102   Polish  Union  of  America. 
Daughters  of  Mary. 
St.  Vincent  Society. 
L.  D.  S.  Youth  Branch  143. 
Modern  Woodman  of  America   Camp  10431. 
Grand  Duke  Withold. 
Ladies  Evangelical  Congregational  Circle. 
National  Slovak  Society. 
Slovak  Evangelical  Union  A.  C.  of  America. 
Hungarian  Aid  Association  of  America. 
Education  Zirgvoikis  Benefit  Society. 
International  Workers  Order. 
St.  George  Benefit  Society. 
St.  Andrews  Benefit  Society. 
St.  Joseph  Benefit  Society. 
St.  Kasimer  Benefit  Society    Lithuanian. 
Russian  Mutual  Aid  Society  of  America. 
Sons  and  Daughters  Benefit  Society. 
Towarzystwo,  Swietego  Kryzyza. 

Illinois 

Russian  National  Mutual  Aid  Society. 

Mutual  Protective  Association  Inland  Steel  Local. 

Scandinavian  Unity  Conference. 

Italo-American  National  Union. 

Aido  Chorus. 

Slovak  Evangelical  Union  A.  C.  of  America. 

Indiana 

Slovak  Evangelical  Union  A.  C.  of  America. 

Iowa 

Slovak  Evangelical  Union  A.  C.  of  America. 

Louisiana 
Knights  of  Peter  Claver. 

Montana 

Slovak  Evangelical  Union  A.  C.  of  America. 

International  Workers  Order. 

Slovak  Evangelical  Union  A.  C.  of  America. 

Maryland 
Polish  American  Citizens  League. 
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Massachusetts 

Polish  District  Chamber  of  Labor. 
Tadensz  Kosiuszko. 
S.  B.  Liasve's  Chorus. 

Minnesota 

Slovak  Evangelical  Union  A.  C.  of  America. 

Missouri 

Slovak  Evangelical  Union  A.  C.  of  America. 
International  Workers  Order.  i 

West  Virginia 

Slovak  Evangelical  Union  A.  C.  of  America. 

Michigan 
Lithuanian  Art  Chorus. 
United  Ukrainian  Toilers. 
Italian  Lodge. 

Czechoslovak  Baptist  Church. 
Evangelical  Slovak  Women's  Union. 
National  Slovak  Society. 
Slov.  Ev.  Av.  Confession  Union. 
All  Saints  Society. 

Slovak  Evangelical  Union  A.  C.  of  America. 
United  Sausage  Distributors  Union  L.  122. 
Slovak  Gim  U  Sokol. 

New  Jersey 

International  Workers  Order. 

Association  of  Lithuanian  Workers. 

Russian  National  Mutual  Aid  Society. 

Slovak  Evangelical  Union  A.  C.  of  America. 

Russian  National  Mutual  Aid  Society. 

Elso  Newarki  Magyi  Garoby  Caspar  B.  S-  E. 

Rakocsi  Hungarian  Sick  Benefit  Association. 

Verhovay  Aid  Association. 

Czechoslovak  Society  of  America,  Lodge  236,  Dunellen,  N.'J. 

Bohemian  Workers  Sick  and  Death  Society. 

Hungarian  Workers  Home  and  Amateur  Society. 

Joseph  Poniatowski  Beneficial  Ass'n,  Inc. 

Carteret  Workers  Ass'n. 

Slovak  Gymnastic  Union,  Sokol,  Lodge  220. 

Slovak  National  Society. 

National  Slovak  Society. 

First  Catholic  Slovak  Union. 

New  York  City 

Independent  Order  of  Odd  Fellows:  Thomas  Jefferson  Lodge  441;  Pannonia 
Lodge  18.5. 

Knights  of  Columbus:   Brendan  Council  306;  Vincentian  Council. 

Foresters  of  America:  Grand  Court  State  of  "New  York;  Court  16,  200,  211, 
211,  349,  439,  453. 

Independent  Sons  of  Italy:   Supreme  Lodge. 

Sons  of  Italy  Grand  Lodge:   Loggia  Cesare  Battisti  583;  Loggia  Uguaglianza  83. 

Workmen 's  Circle:   Branches  35,  38,  396,  405,  407,  417    515,  554,  956. 

Workmen's  Sick  and  Death  Benefit  Fund:  National  Committee;  Manhattan 
Agitation  Committee;  Branches  1,  6,  23,  24,  25,  28,  70,  103,  157,  158,  180,  224. 

Biellese  Workers  Mutual  Society. 

Geisen  Sick  Benevolent  Society:   Ind.  Ostrolenker  Y.  M.  B.  A. 

Adolph  Ullman  .\id  Society:    Radnick  Chorus. 

Slovak  Evangelical  Union  A.  C.  of  America:   Branch  28. 

International  Workers  Order:   1,100  Branches. 

International  Workers  Order,  Youth  Section:  450  Branches. 
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Independent  Tomashpoler  Society. 

Prager  Warschauer  Y.  M.  A.  S. 

Russian  National  Mutual  Aid  Society:   Branches  45,  47,  65,  66,  69,  86,  88,  104. 

Slovak  Catholic  Sokol  Society. 

Woodman  of  the  World,  Liberty  Camp  279. 

Workmen 's  Benevolent  and  Benefit  Society. 

Loggia  B.  Cellini. 

First  Dimerer  Progressive  Society. 

Sun  Ray  Democratic  Association. 

Fraternal  Federation  for  Social  Insurance. 

Bershader  Benevolent  Society. 

Catholic  Sokol. 

Fathers  Club  of  the  Lavanburg  Homes. 

Societa'  Campobello  di  Mazzara. 

Societa'  Cittadini  di  Favara. 

Societa'  Concordia  Partanna. 

Societa'  Cor  Bonum  Corigliarrere. 

Societa'  Progressiva  Italiana. 

Ribera  Mutual  Aid  Society. 

Sant'Agata  Militello  Rosmarino. 

S.  M.  S.  Sauteramio  in  Colle. 

Unita'  Adornese  di  M.  S.,  Inc. 

Societa'  Mutuo  Soccorso  Furnarese. 

Association  of  Lithuanian  Workers,  Inc.,  Branch  13,  14,  15. 

Association  of  Lithuanian  Workers,  Youth  Branch. 

Lithuanian  St.  George's  Society. 

Roumanian  Christian  Society. 

Roumanian  Society  Avram  lancu. 

Ukranian  Benefit  Society  "Bukowina". 

TJkranian  Free  Alliance. 

Vereinigte  Arbeiter  Kranken  und  Sterbe  Kasse,  of  N.  A.  Branch  6. 

Arod  and  Vicinity  Sick  and  Benevolent  Association. 

First  Stepiner  Benevolent  Association. 

Warschauer  Brotherly  Love  Benevolent  Society. 

First  Orgayever  Benevolent  Association. 

Maramaros  Young  Men's  Society  of  Brooklyn. 

First  Stepiner  Benevolent  Society. 

Lomzer  Young  Men's  B.  A. 

Ind.  Forest  Odessa  S.  Ben.  Association. 

Polonker  Society. 

Odesser  Young  Ladies  Benevolent  Ass'n. 

New  York  State 

Independent  Sons  of  Italy  in  America. 

Workmen's  Sick  and  Death  Benefit  Fund  Branches  211,  28. 

Russian  National  Mutual  Aid  Society. 

Association  of  Lithuanian  Workers. 

Slovak  Evangelical  Union  A.  C.  of  America. 

Bohemian  Citizens  Benevolent  Ass'n. 

Workmen's  Circle  Branch  221. 

Ohio 

Slovak  Evangelical  Union  A.  C.  of  America. 

Societa'  di  Mutuo  Soccorso. 

San  Nicola  Savoia  di  San  Polo  Matese. 

Pennsylvania 

Superior  Order  of  Lithuanian  Local  3. 

Pennsylvania  Slovak  Union. 

Croatian  Benefit  and  Education  Societj'. 

Croatian  Fraternal  Union  94. 

Slovanian  National  Benefit  Union  505. 

Dante  Alighieri  Society,  Inc. 

Fraternal  Order  of  Eagles  of  Pitcairn. 

Polish  Beneficial  Association  of  St.  John  Ceanitus. 
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American  Slavic  Benevolent  Association. 

Italian  Sons  and  Daughters  of  America. 

Polish  Workers  Aid  Fund  N-107. 

Ukranian  Women's  League. 

Lemko  Association,  Chapter  8. 

A.  L.  D.  L.  D.,  Branch  399. 

National  Slovak  Society. 

Slovak  Evangelical  Union  A.  C.  of  America. 

Rhode  Island 
Swedish  Workingmen's  Association. 

Wisconsin 
Italian -American  Societv. 
Blue  Bird  Lodge  116. 
W.  A.  Gardner  Lodge  191. 
Polish  National  Alliance. 
Slovak  EvangeUcal  A.  C.  of  America. 

women's  organizations 

Lithuanian  Girls  and  Ladies  Benefit  Society,  New  Britain;  International 
Women's  Council,  New  Haven,  Conn.;  P.  M.  A.  Women's  Auxiliary,  Belleville, 
111.;  Ukranian  United  Toilers  Women's  Section,  Br.  4  Detroit,  Mich.;  United 
Council  Working  Class  Women,  New  York;  Ladies  Auxiliary  to  United  Mine 
Workers  of  America  762,  South  Brownsville,  Pa.;  Women's  Auxiliary  Interna- 
tional Association  of  Machinists  Loc,  Milwaukee,  Wis. 

UNEMPLOYED    AND    RELIEF    WORKERS    ORGANIZATIONS 

California 
California  Workers  Association. 

Colorado 
Workers  Unemployed  Council  of  Nucla. 

Connecticut 
Unemployment  Protective  Association  of  New  Haven. 

Florida 
Florida  State  Federation  of  Workers  League,  Tampa. 

Kansas 


American  Workers  Union. 

Chicago  Workers  Committee. 
Illinois  Workers  Alliance. 


Illinois 
Indiana 


Fort  Wayne  Unemployed  League. 

Massachusetts 

Springfield  Unemployed  League. 

Michigan 

Single  Men's  Club  of  Caspian,  Iron  River. 

Minnesota 

Central  Council  of  Workers  of  Minneapolis, 
Roosevelt  C.  W.  A.  Club  of  Eveleth. 


Montana 
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New  Mexico 
Clayton  Unemployed  Council. 

New  York 

South  Shore  Unemployment  Association  of  Elmont,  Long  Island. 

Eastern  Federation  of  Unemployed  and  Emergency  Workers. 

Unemployed  Hatters  Union  8. 

Workers  Unemployed  Union. 

County  Unemployed  and  Relief  Workers  Union  of  Schenectady. 

Ohio 
National  Unemployed  League,  Columbus. 

Pennsylvania 

Unemployed  Ribbon  Workers  Association  of  AUentown. 
Unemployed  Citizens  League  of  Allegheny  County. 
Workers  Relief  Protective  Association  of  Erie. 
Roosevelt  New  Deal  Federation  of  Monessen. 
Druggist  Unemployed  of  Philadelphia. 
Unemployed  Teachers  Council  of  Philadelphia. 

South  Dakota 

V 

United  Workers  League  of  Sioux  Falls. 

Washington 

Relief  Workers  Association  of  Port  Angeles. 

West  Virginia 

West  Virginia  Unemployed  League  District  2  (22  locals)  of  Huntington. 
Brotherhood  of  Locomotive  Engineers  Unemployed  Union. 
West  Virginia  Unemployed  Leagues. 

Wisconsin 

Wisconsin  Federation  of  Workers  Committees  of  Racine. 

Communist  Party  of  America. 

Farmer  Labor  Federation,  Minnesota. 

Socialist  Party,  Bridgeport,  Conn. 

Bethlehem,  Pa. 

Young  Communist  League. 

Young  People's  Socialist  League,  Washington,  D.  C. 

Scandinavian  Workers  League,  New  Britain;  A.  M.  E.  Zion  Methodist  Church; 
Inter-Racial  Protective  League,  Chicago,  111.;  A.  M.  E.  Zion  Methodist  Church, 
Baltimore,  Md.;  Conference  of  Jewish  Social  Service,  Atlantic  City,  N.  J.; 
League  of  Struggle  for  Negro  Rights,  American  Youth  Congress;  Brighton 
Beach  Parent  Teachers  Society,  Class  Room  Reachers  Groups,  Social  Workers 
Discussion  Club,  Interprofessional  Association  for  Social  Insurance,  Federation 
of|Architects,  Engineers,  Chemists  and  Technicians,  Associated  Office  and  Pro- 
fessional Emergency  Employees,  League  Against  War  and  Fascism,  Interna- 
tional Labor  Defense,  Daily  News  Subs'  Club,  New  York  City,  N.  Y.;  Church 
■of  Assembly  of  God,  Cushing  Okla.;  Young  Bay  Coop  Diary,  Astoria,  Oreg.; 
Farmers  National  Committee  of  Action,  Pennsylvania;  A.  M.  E.  Zion  Methodist 
Church,  Philadelphia,  Pa. 

National  Action  Committee  for  Genuine  Social  Insurance 

Chairman:  F.  Elmer  Brown,  N.  Y.  C;  vice  chairman:  Mary  van  Kleeck, 
N.  Y.  C. — F.  S.  Kidneigh,  Denver,  Colo. — Joseph  Vasas,  Bridgeport,  Conn.; 
executive  secretary:  Herbert  Benjamin,  N.  Y.  C;  treasurer:  T.  Arnold  Hill, 
N.  Y.  C. 

Alabama. — A.  A.  Thorpe,  Switchmen's  Union  No.  46,  Fairfield;  Larry  Walker, 
U,  C,  Pratt  City;  Jos.  Howard,  U.  C,  Birmingham. 

Arkansas. — Horace  Bryan,  U.  C,  Greenwood;  Floyd  Lowery,  U.  M.  W.  of 
America,  Midland. 
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California. — Harry  Adams,  Public  Works  and  Unemployed  Union,  San 
Francisco;  Harry  Bridges,  President  San  Francisco  Local,  International  Long- 
shoremen's Association. 

Connecticut. — Raymond  Jonas,  Pratt  and  Whitney  Ind.  Aircraft  Union, 
Hartford;  Joseph  Nygren,  Progressive  Party  of  Naugatuck,  Naugatuck;  Joseph 
Vasas,  Rokossi  Hungarian  Sick  and  Death  Benefit  Society,  Bridgeport. 

Colorado. — F.  S.  Kidneigh,  Boilermaker  and  Iron  Ship  Builders,  S.  P.,  Denver 
(Local  No.  179);Allan  O.  Herring,  Farm  Holiday  Association,  Cahone. 

District  of  Columbia. — Harold  Hickerson,  national  chairman,  veteran  rank  and 
file  committee,  Washington. 

Florida. — Ricardo  Diz,  U.  C,  S.  Jacksonville. 
Georgia. — J.  A.  Moreland,  I.  W.  O.,  Atlanta. 

Illinois. — William  Frame,  Progressive  Miners  of  America,  Local  No.  1,  Gillespie 
Ehner  Johnson,  Painters  Local  No.  637,  Chicago;  Nuck  Orphanos,  Amalgamated 
Steel  and  Tin  Association  No.  52,  Gary;  Karl  Lockner,  U.  C.  of  Cook  County, 
Chicago;  Frank  Hamilton,  Small  Home  and  Land  Owners  Federation  of  Illinois, 
Chicago;  Rudolph  Martinowix,  Czechoslovack  United  Front,  Chicago. 
Iowa. — Ira  R.  Meade,  Iowa  U.  C,  Des  Moines. 

Kansas.- — Carl  O.  Glenn,  State  Organizer  American  Workers  Union,  S.  P., 
Kansas  City;  Waldo  McNutt,  National  Chairman,  First  National  Youth  Congress 
Topeka. 

Kentucky. — Jim  Garland,  LT.  C,  Pineville. 

Louisiana. — Richard  Babb  Whidden,  S.  P.,  Alice  Pratts,  U.  C,  New  Orleans. 

Maine. — Frank  H.  Maxfield,  State  secretary  of  Main  S.  P.,  Portland. 

Maryland.- — ^Cass    Bailey,    United    Building    Trades    Federation,    Baltimore; 

William  Seeberger,  Washington  Lodge  No.  3  Masons,  Baltimore;  Rabbi  Edward 

L.  Israel,  Central  Conference  of  American  Rabbis;  Broadus  Mitchell,  Professor, 

John  Hopkins  University. 

Massachusetts. — Roscoe  Faretta — Local  No.  9,  United  Shoe  &  Leather  Wkrs. 
Union,  Haverhill;  Philip  V.  Moore — V.  Pres.  Interstate  Discrimination  Council, 
U.  T.  W.,  Indian  Orchard;  Pres.  Ludlow  Local  of  U.  T.  S.;  Benjamin  E.  Waite — 
United  Shoe  &  Leather  Workers  Union,  Lynn;  Jasob  Hirsch— Lasters  Local,  Bro. 
Shoe  and  Allied  Crafts,  Brockton;  Karl  Kimberley — Decorators  Branch  of 
Plasterers  Local  No.  10,  Bedford;  Seymoud  E.  Allen — No.  18385  Federal  Labor 
Union,  Springfield. 

Michigan.- — Richard  Kroon — Sec'y  A.  F.  of  L.  Committee  for  Unemployment 
Insurance,  Detroit;  J.  F.  Chapman — General  President,  Mechanics  Ed.  Society 
of  America. 

Minnesota. — John  Baker — A.  F.  of  L.  Committee  for  Unemployment  Insurance, 
Minneapolis;  H.  G.  Bearson — Mine,  Mill  and  Smelter  Workers  Union,  Gov.  Olson 
Local,  Eveleth;  A.  D.  Offley— U.  F.  L.  Holiday  Ass'n,  U.  C,  Ottertail  County, 
Vergas;  R.  R.  McGraw — Labor  Advancement  Ass'n,  Truck  Drivers  Local  No. 
346,  Painters  Local  No.  106,  Duluth. 

Missouri. — John  Day — Route  No.  1,  Joplin,  U.  U. 

Nebraska. — Carl  Filsinger — Farmers'  Holiday  Plan;  Herschel  Martin — Amal. 
Butchers  Union. 

Neiv  Mexico. — R.  F.  Richards — U.  S.,  Albuquerque;  John  Socoro — Spanish 
League,  Los  Vegas. 

New  Hampshire. — Malcolm  D.  Young — U.  T.  W.  Local  No.  2301,  Treasurer, 
Sunapee. 

New  Jersey. — John  Turgyan — Hungarian  Action  Com.,  Trenton;  Joseph 
Jannerelli — Dyers  Local  No.  1733  A.  F.  L.,  Patterson;  Fred  Haug — State  Fed.  of 
Unemp.  &  Relief  Workers  Orgs.,  Irvington;  W.  H.  O'Donnell,  Jr. — Chairman 
State  Fed.  Unemp.  &  Relief  Orgs.;  Ed.  Wintenberger — Painters  Local  No.  989, 
Newark. 

New  York. — M.  Cowl — Womens  Committee,  N.  Y.  C;  McQuistion — Marine 
Workers  Unemp.  Council;  Fred  Milton — I.  L.  A.;  Ben  Gold — Needle  Trades 
Wkrs.  Ind.  Union;  Harry  Warner — Local  No.  75  Bricklayers;  Phil  Flick — Local 
No.  131  Painters,  Mt.  Kisco;  Dora  Rich — Womens  Councils;  Gardner  Jones — 
Home  Relief  Bureau  Association;  Alexander  Taylor — A.  O.  P.  E.  E.;  Arthur 
Berrj- — L.  S.  N.  R.;  Albion  Hartwell — I.  P.  A.;  Jules  Korcnien, — National  Sec'y, 
Federation  of  Architects,  Engineers,  Chemists,  and  Technicians;  Corliss  Lamont — 
Author;  Harry  L.  Lurie — Economist  and  Social  Worker;  William  B.  Spofford — - 
Executive  Sec'y,  Church  League  for  Industrial  Democracy;  Louis  Weinstock — 
National  Sec'y,  A.  F.  of  L.  Committee  for  Unemployment  Insurance;  Alfred  G. 
Winters — Personnel  Director,  American  Ass'n.  of  Social  Workers;  Dr.  Reuben 
Youne — National  Treasurer,  League  of  Struggle  for  Negro  Rights:  H.  S.  Had- 
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dock — ^^President,  American  Radio  Telegraphers'  Ass'n.;  Herbert  Benjamin — 
National  Organizer,  National  Unemployment  Council;  John  P.  Davis,  Joint  Com. 
for  Nat.'l  Recov.,;  Peter  C.  Giambalvo,  Supreme  Council,  Ind.  Order  Sons  of 
Italy;  H.  Dulitzky,  Workmen's  Circle;  George  Primoff,  Sec'y  Fraternal  Fed.  for 
Social  Insurance;  Paul  Brissenden — -School  of  Business,  Columbia  University; 
Hey  wood  Broun — Pres.  American  Newspaper  Guild;  Earl  Browder — General 
Sec'y,  Communist  Party,  U.  S.  A.;  F.  Elmer  Brown — National  Chairman, 
Amalgamated  Party,  Int'l  Typo.  Union;  Ben  Davis,  Jr. — Editor,  The  Negro 
Liberator;  William  Z.  Foster- — National  Sec'y,  Trade  Union  Unity  League; 
■Granville  Hicks — Editor,  New  Masses,  Troy;  T.  Arnold  Hill — The  National 
Urban  League;  Roy  Hudson — National  Sec'y  Marine  Workers  Industrial  Union; 
'Grace  Hutchins — Labor  Research  Ass'n;  I.  Amter — National  Sec'y,  National 
Unemployment  Council,  U.  S.  A.;  Roger  Baldwin — Director,  American  Civil 
Liberties  Union;  Max  Bedacht — General  Sec'y,  International  Workers'  Order; 
John  C.  Hopewell — Traction  Workers  Union;  Max  Shulman — Typographical 
No.  6;  Dolitsky — Workmen's  Circle;  Elsa  Jansen — Workers  Sick  &  Death 
Benefit  Society;  Theodore  Mischell — National  Fraternal  Advisory  Committee 
for  Unemployment  &  Social  Insurance. 

Albany-Schenectady  Territory:  Clarence  Carr — Pres.  Ind.  Leather  Workers 
■  Union  Local  No.  1,  Fulton  County,  Johnstown;  Western  &  Central  New  York 
Territory;  George  Brickner— U.  C,  Buffalo;  Ragnar  Videll— S.  M.  W.  I.  U., 
-Jamestown;  Joseph  Stenglein— Bakers  Local  No.  14,  Rochester. 

North  Dakota.— D.  J.  Todd — Labor  Association,  Williston. 

Ohio. — J.  J.  Vanacek — Chairman  U.  F.  Committee  Czech  Slovak,  S.  P., 
Cleveland;  Frank  Rogers — City  General  Committee  U.  C,  Cleveland;  E.  C. 
Greenfield — State  Ch.  Small  Home  and  Land  Fed.,  Ch.  Sponsoring  Com.;  Giny 
R.  Venditti— Italian  Fraternal  United  Front  of  Ohio,  Bedford. 

Oklahoma. — J.  D.  Smith — Heavener;  John  Parker — No.  7  Workingman's 
Union  of  the  World,  Spiro. 

Oregon. — Dirk  De  Jonge — State  U.  C,  Portland. 

Pennsylvania. — Chas.  Nolker — U.  M.  W.  A.,  Library;  Mike  Stanovich — 
C.  T.  C.  Pres.  U.  M.  W.  A.,  Renton;  Frank  Bury— Nat.  Slovak  Society,  Pitts- 
burgh, Pa.;  Clark  Noonan — Jeanette  Central  Trades  Council,  Rubber  Worker, 
Jeanette;  John  Reedv — Am.  Lace  Operative  Local  No.  1,  Philadelphia;  O.  J. 
Hull,  Jr.— Midvale  Steel  Fed.  Labor  Union  No.  18887,  Midvale;  Arthur  H. 
Fauset — Am.  Fed.  of  Teachers,  Local  No.  192,  Philadelphia;  Charles  Sykes — 
Radio  and  Metal  Workers  Union  (indep.),  Philadelphia;  Helen  Pierce — U.  C, 
Philadelphia;  Paul  Sturman — Slovak  Evangelical  Union  A.  C.  of  Am.;  James 
Egan— Sec'y,  Steel  and  Metal  Workers  Industrial  Union;  Lem  Harris — Executive 
Sec'y,  Farmers  National  Committee  for  Action,  Philadelphia. 

Rhode  Island. — John  Francis  O'Brien — Vice  Pres.  Painters  Local  No.  195, 
Providence;  Albert  Jannuccillo — Providence  Central  Federated  Union,  Provi- 
dence— Business  Agent,  Journeyman  Barbers  Union;  Madilene  Rondina — 
Alumnae  Ass'n  Bryn  Mawr;  Y.  W.  C.  A.  from  Providence,  R.  I.;  Earl  P.  Orms- 
bee — State  Com.  S.  P.  of  R.  L,  Providence. 

South  Carolina.— Niels  Christensen— South  Carolina  Barter  Exchange,  Beau- 
fort. 

Texas.— E.  V.  McKinney— U.  C,  Dallas;  J.  D.  Ansley— Harris  City  U.  C, 
Houston. 

Tennessee. — L.  A.  Weeks — Unico,  Washington  and  Carter  Counties  Workers' 
Leagues,  Jonesboro. 

Wyoming. — Mack  Smith — Farm  Holiday  Ass'n,   Yoder. 

Vermont. — Richard  Truba — Granite  Cutters'  International,  Barre. 

Virginia. — Tilmon  Cadle — U.  M.  W.  A.  Ky.  Dist.,  Roda. 

Washington. — W.  H.  Murray — U.  C.  L.,  Seattle. 

West  Virginia. — Luther  Fast — U.  C,  Grafton;  Odus  Spiker — U.  C,  Morgan- 
town. 

Wisconsin. — Arnold  Timpson — U.  C,  Gleason;  W.  A.  Harju — Workers  and 
Farmers'  Cooperative  Unity,  Superior. 


Telegrams    of    Greetings   to   the    Congress    Were    Received   from   the 
Following  Organizations 

Friends  City  Committee  Unemployed  Mens  Councils  Philadelphia;  Holland 
Ohio  Unemployment  Council  Local  No.  2;  Hungarian  Workers  Federation  of 
Gary,    Ind.;   Unemployment   Council,   Akron,   O.;   Unemployed  Council  Local 
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No.  6,  Woods  Run,  Pa.;  United  Farmers  League  of  Dickey  County,  N  Dak  - 
Ella  May  Branch  of  the  I.  L.  D.,  Brooklyn,  N.  Y.;  Metal  and  Machinery  Local 
No.  311,  92  Waverly  St.,  Yonkers;  New  Lots  Workers  Club  of  Brooklyn,  N  Y  • 
Workmans  Sick  and  Death  Benefit  Fund,  Ridgewood,  N.  Y.;  Local  Sponsoring 
Committee  of  Canton,  Ohio;  Twenty-Second  Ward  Cleveland  Unemployment 
Council;  Mass  Meeting  of  Unemployed  and  Employed  citizens  of  Bell  Countv 
Ky.;  Italian  Workers  Society  for  Mutual  Benefit  of  the  West  Side,  Cleveland' 
Eastern  Ohio  Valley  District  Ways  and  Means  Committee,  Wheeling,  W.  Va  ' 
Milk  Drivers  and  Dairy  Employees  Union  Philadelphia  Local  60;  Superior 
Wisconsm  Finnish  Working  Womens  Clubs;  Members  of  Camp  Williams  Penn 
Number  14  Order  of  Brotherly  Love,  Philadelphia,  Pa.;  Thompson  Street  Unem- 
ployed Council  No.  3,  Philadelphia,  Pa.;  Secretariat  Minnesota  Wisconsin  Dis- 
trict Finnish  Working  Womens  Club,  Superior,  Wis.;  Lemko  J.  R.  S.  of  Cleveland, 
O.;  A.  F.  L.  Rank  and  File  Committee,  Oakland,  Cal. — 6  Locals  A.  F.  L.  Unions 
comprising  3,500  members;  Sons  of  Labor  Mutual  Aid  Society,  Wilmington, 
Delaware;  Small  Home  and  Land  Owners  Federation  Bohemian  Members  of 
Branch  Five,  Cleveland,  Ohio;  Mullen  Local  No.  9  I.  U.  M.  M.  and  S.  W.,  Mullen, 
Idaho;  Get  Together  Club  of  Superior,  Wis.;  Workers  of  Mayfield,  Cleveland^ 
Ohio;  Jewish  Women's  Council,  Lynn,  Mass.;  Assembly  of  Societa'  Artigiani,. 
Philadelphia,  Pa.;  German  Workers  Club,  Milwaukee,  Wis.;  District  Plenum  of 
I.  W.  O.,  South  California;  150  members  of  the  10th  ward  assembly  of  the  Unem- 
ployment Councils,  Cleveland,  Ohio;  District  Conference  of  Polish  Sick  Aid 
Incorporation,  New  York,  N.  Y.;  Canton  Slovaks,  Canton,  Ohio;  Members  of 
Seventh  Ward  Club  of  Youngstown,  Ohio;  Members  of  Bohemian  Branch  of  the 
International  Workers  Order,  Cleveland. 

Ohio  and  members  of  audience  assembled  in  Bohemian  National  Hall,  Janu- 
ary 6;  Workers  Cultural  League  of  Massachusetts,  Dorchester,  Mass.  (repre- 
senting 650  members) ;  600  workers  representing  many  organizations,  assembled 
in  mass  meeting  and  demonstration  for  unemployment  insurance,  January  6, 
San  Francisco,  California;  Cleveland  Unemployment  Council  Central  Body  rep- 
resenting 5,000  members;  James  Eagan  Branch  International  Labor  Defense,. 
Pittsburgh,  Pa.;  Pharmacists  Union  of  Greater  New  York;  Jue;oslav  Branch  4251, 
IWO,  of  Cleveland,  Ohio;  National  Convention  Mechanics"  Education  Society 
of  America  assembled  in  Cleveland,  Ohio;  Altro  Work  Shop  of  New  York  Citv; 
Uj  Elore  Hungarian  Daily  of  Cleveland,  Ohio;  Executive  Committee  Socul  Club, 
Brooklyn,  N.  Y.;  Unemployment  Councils  of  Buckeve,  neighborhood  of  Cleve- 
land, O.;  International  Workers  Order  of  Cleveland,  Ohio;  International  Workers 
Order,  Branch  2550,  of  Cleveland,  O.;  Hungarian  United  Front  for  Social  Insur- 
ance of  Chicago,  111.;  International  Workers  Order,  Branch  1026,  of  Newark, 
N.  J.;  Bayridge  Unemployment  Council  of  Brooklyn,  N.  Y.;  Oddz  Spojnia  of 
Detroit,  Mich.;  Youth  of  the  Hungarian  Workers  Federation  of  Cleveland,  Ohi^; 
Centro  Obrero  Puertorriqueno  of  New  York  City;  Central  Federation  Unem- 
ployed Citizens  League  of  Seattle,  Wash.;  Brighton  Beach  Unemployment  Coun- 
cil of  Brooklyn,  N.  Y.;  Authors  League  of  America  of  New  York' City;  Ujich, 
Carlson,  Popoff,  Mannisto,  Ketleinen,  of  EUis  Island;  Fur  Floor  Workers  Union, 
Local  No.  3,  of  Brooklyn,  N.  Y.;  Downtown  Section  of  International  Labor 
Defense  of  New  York  City;  Workers  League  of  Ludington,  Mich.;  Association 
of  Emploj'ee  Optometrists  of  New  York  State;  Unit  No.  4,  Illinois  Workers 
Alliance  of  Sandoval,  111.;  National  Guardsman,  131st  Infantry,  33rd  Division, 
Chicago,  111. 


Report  of  Credentials  Committee 

number  1  of  delegates  according  to  states 

Alabama,  6;  Arkansas,  9;  California,  6;  Colorado,  12;  Connecticut,  54;  Florida, 
12;  Georgia,  1;  Indiana,  8;  Illinois,  112;  Iowa,  8;  Kansas,  1;  Kentucky,  7;  Louisi- 
ana, 6;  Maine,  5;  xMaryland,  70;  Massachusetts,  89;  Michigan.  48;  Minnesota,  19; 
Mississippi,  4;  Missouri,  4;  Montana,  1;  Nebraska,  1;  New  Hampshire,  7;  New 
Jersey,  145;  New  Mexico,  3;  New  York,  904;  North  Carolina,  10;  North  Dakota, 
2;  Ohio,  217;  Oklahoma,  1;  Oregon,  1;  Pennsylvania,  554;  Rhode  Island,  11; 
South  Carolina,  1;  Tennessee,  1;  Texas,  0;  Vermont,  6;  Virginia,  39;  Washington, 
2;  West  Virginia,  15;  Wyoming,  1;  Wisconsin,  35;  Canada,  1;  District  of  Columbia, 
61.     Total  number  of  delegates  2,506.' 

1  The  above  figure  does  not  represent  the  total  number  of  delegates  present  in  Washington  since  some 
delegations  failed  to  turn  in  all  their  registration  cards  with  their  credentials.    In  addition,  many  delegations 
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SOCIAL    COMPOSITION    OF    DELEGATIONS 

Total  of  delegations 

American  Federation  of  Labor 742 

Local  Unions 338 

Independent  Unions 221 

Trade  Union  Unitv  League 207 

Shop  Delegates  &  Rank  &  File 37 

Professional  Unions 145 

Unemployed  Organizations 517 

Fraternal  Organizations 578 

Political  Parties 53 

•  Farm  Organizations 40 

Other  Divisions 370 

Total 2,  506 

Trade  Union  affiliation 

American  Federation  of  Labor 742 

Independent  Unions 397 

Trade  Union  Unity  League 291 

Number  Employed 1,  046 

Unemployed  6  Months 329 

6  Months  to  1  Year 189 

1  to  2  Years 206 

Over  2  Years 397 

Female 463 

Male 1,777 

ORGANIZATIONS    OFFICIALLY    REPRESENTED 

American  Federation  of  Labor 

Cascades  County  Trades  and  Labor  Assembly,  Montana;  Central  Labor  Union 
of  Buck's  County,  Pennsylvania;  Central  Labor  Union  of  Easton,  Pa.;  Central 
Labor  Union  of  Newport,  Rhode  Island;  Central  Trades  Council  of  Jeanette,  Pa.; 
Providence  Central  Federated  Union,  Rhode  Island;  United  Labor  Council  of 
Tarentum,  and  vicinity.  Pa.;  United  Textile  Workers  Interstate  Council;  Painter 
District  Council  No.  10  of  Newark,  N.  J. 

And  from  locals  of:  Actors  and  Artists  of  America,  Ass'n;  Bakery  and 
Confectionery  Workers'  International;  Barbers'  International  Union,  Journey- 
men; Blacksmiths,  Drop  Forgers  and  Helpers  International;  Boot  and  Shoe 
Workers  Union;  Boiler  Makers,  Iron  Ship  Builders  and  Helpers  of  America; 
Bricklayers,  Mason  and  Plasterers,  International;  Brewery,  Flour,  Cereal  and 
Soft  Drink  Workers  of  America;  Building  Service  Employees,  International; 
Carmen  of  America,  Brotherhood  Railway;  Carpenters  and  Joiners  of  America; 
Cigarmakers'  International  Union;  Clerks'  International  Protective  Association, 
Retail;  Clerks,  National  Federation  of  Post  Office;  Clothing  Workers  of  America, 
Amalgamated;  Engineers,  International  Union  of  Operating;  Garment  Workers  of 
America,  United;  Garment  Workers'  Union,  International;  Glass  Cutters'  League 
of  America,  Window;  Government  Employees,  American  Federation;  Granite 
Cutters  International  Association;  Hatters  of  North  America,  United;  Hod  Car- 
riers, Building  and  Common  Laborers'  Union;  Hotel  and  Restaurant  Employees 
and  Beverage  Dispensers  International;  Iron,  Steel  and  Tin  Workers,  Amalga- 
mated; Lathers'  International  Union  of  Wood,  Wire  and  Metal. 

Laundry  Workers  International  Union;  Leather  Workers,  United  , Interna- 
tional; Lithographers'  International  Protective  and  Beneficial  Association;  Ma- 
chinists, International  Association  of;  Meat  Cutters  and  Butcher  Workmen  of 
North  America,  Amalgamated;  Metal  Workers  International  Association;  Mine, 
Mill  and  Smelter  Workers,  Inter.;  Mine  Workers  of  America,  United;  Moulders' 
Union  of  North  America,  Int. ;  Painters,  Decorators  and  Paperhangers  of  America 
Brotherhood;  Plasterers'  International  Association;  Printing  Pressmen's  and 
Assistants;  Pulp,  Sulphite  and  Paper  Mill  Workers;  Stereotypers'  and  Electro- 
typers;  Switchmen's  Unions  of  North  America;  Teachers,  American  Federation; 
Telegraphers  Union  of  North  America;  Textile  Workers  of  America;  Tobacco 
Workers  International  Union;  Typographical  Union,  International;  Upholsterers' 
International  Union;  Weavers  Protective  Association,  American  Wire. 
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Local  unions 

Federal  Labor  Union;  Federal  Labor  Fisher  Lodge;  Federal  Labor  18651; 
Federal  Labor  Battery  Workers;  Federal  Labor  Cleaners  and  Dyers;  Federal 
Labor  Union,  Midvale  Steel  18887;  Federal  Local  14659  Brass  Bobbins  Union; 
Federal  Union,  Amalgamated  Lace  Operators;  Federal  Local  19114;  Battery 
Workers  18551;  Citrus  Workers,  United;  Cleaners  and  Dyers  18233;  Die  Casting 
Workers,  National;  Lead  Oil  Varnish  and  Paint  Workers;  Neckwear  Makers 
11016,  United;  Radio  Television  18368;  Shafting  Workers  Union;  Suitcase  and 
Bag  Makers;  USTM  Lodge;  Woolen  Worsted  1586. 

INDEPENDENT    TRADE    UNIONS 

Alteration  Painters;  Amalgamated  Chiropractors  Association;  American  News- 
paper Guild;  Association  of  Laboratory  Technicians;  Associated  Industrial 
Workers;  Association  of  Philadelphia  Co.  Relief  Board  Employees;  Association  of 
Federation  Workers;  Building  Trades  Group;  Building  Service  Union;  Brother- 
hood Shoe  and  Allied  Crafts;  Car  and  Foundry  Workers;  Columbia  Metal  Stamp- 
ing Products  Workers;  Construction  Workers  Independent  Union;  Coopers 
Independent  Union;  Dental  Society  Northern  District;  Dental  Technicians 
Equity;  Farmers  and  Workers  Unempl.  Union;  Federation  of  Art  Workers; 
Federation  of  Architects,  Engineers,  Chemists,  and  Technicians;  Fish  Workers 
Union;  Furniture  Workers  Union;  Hebrew  Painters  and  Paperhangers;  Independ- 
ent Aircraft  Workers  of  America;  Independent  Building  Trades  Union;  Independ- 
ent United  Floor  Workers  Union;  Independent  House  Wreckers;  Laundry  Cleaners 
and  Dyers;  Local  Union  of  Plymouth;  Mechanics  Educational  Society;  National 
Association  of  Substitute  Postal  Employees;  National  Leather  Workers;  Nurses 
and  Hospital  Workers  League;  Pharmacists  Union;  Postal  Workers  of  America; 
Progressive  Miners  Union;  Radio  and  Metal  Workers  Union;  Sharecroppers; 
Table  Makers  Union;  Taxi  Drivers  Union;  Textile  Trimming  Workers;  Tool  and 
Die  Makers  Club;  Union  of  Private  School  Teachers;  Union  Mechanics  Associa- 
tion; United  Anthracite  Miners  of  Pennsylvania;  United  Building  Trades  Federa- 
tion; United  Shoe  and  Leather  Workers;  United  Telegraphers  of  America;  and 
Waterheaters  Union  of  Pittsburgh. 

TRADE    UNION    UNITY    LEAGUE 

Trade  Union  Unity  League;  Trade  Union  Unity  Council,  N.  Y.;  Agricultural 
and  Cannery  Workers  Industrial  Union;  Domestic  Workers  Industrial  Union; 
Food  Workers  Industrial  Union;  Furniture  Workers  Industrial  Union;  Laundry 
Workers,  Industrial  Union;  Marine  Workers  Industrial  Union;  National  Miners 
Union;  Needle  Trades  Industrial  Union;  Office  Workers  Union;  Packing  House 
Workers  Industrial  Union;  Steel  and  Metal  Workers  Industrial  Union. 

COMPANY  UNIONS 

Catholic  Union,  Pennsylvania. 

RANK  AND  FILE  GROUPS  AND  SHOP  DELEGATES 

Amalgamated  Clothing  Workers;  American  Federation  of  Teachers;  Cap 
Makers;  Carpenters  Union;  Classroom  Teachers;  Cleaners  and  Dyers;  Cloak 
Makers;  En  jay  Shop;  Goldsheer  Dress  Company;  Hatters;  International  Long- 
shoremen Association-  International  Ladies'  Garment  Workers  Union;  Israel 
Zion  Hospital;  Knit  Goods  Workers;  Local  Workers  Division  of  Painters  and 
Paperhangers;  Logansferry  Blacklisted  Coal  Miners;  Neckwear  Group;  News- 
paper Group  of  Yorkville  Advance;  Painters  Local;  Pocket  Book  Workers;  Shop 
Committee  Altro  Workshop,  Inc.;  Shop  Easy  Dress  Shop  Group;  United  Car- 
penters and  Machinists  Club. 

UNEMPLOYED  AND  RELIEF  WORKERS  ORGANIZ.\TIONS 

Actors  Emergency  Association;  Amalgamated  Labor  League  of  Virginia; 
American  Workers  Union;  Associated  Independent  Workers;  Associated  Pro- 
fessional, Office  Emergency  Employees;  Carteret  Workers  Association;  Chinese 
Unemployed  Alliance;  Community  Club;  Community  Workers  Council;  Con- 
ference of  Unemployed  Groups;  Cooperative  Workers  of  New  Castle,  Pa.; 
County  Relief  Workers  Union;  Crawford  County  Labor  Association;  Dancers 
Emergency    Ass'n;    Elmont    Unemployed    Workers    Association:     Erie   Countv 
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Lodging  House;  E.  R.  A.  Workers  Protective  Union;  Farmer  Labor  Union; 
Federation  of  Ohio;  Federation  of  Unemployed;  F.  E.  R.  A.  Teachers  Organiza- 
tion; Gibson  County  F.  E.  R.  A.;  Home  Rehef  Buro  E.  A.;  Illinois  Workers 
Alliance;  Indiana  Unemployed  Union;  Irvington  Workmen's  Relief  Association; 
Italian  Unemployed  Groups;  Labor  Relief  Organization  of  Wisconsin;  Leonia 
Unemployed  Relief  Association;  Maryland  Unemployed  Leagues;  Metuchen 
Mutual  Welfare;  National  Unemployment  Council,  U.  S.  A.  (338  Delegates 
representing  150  cities);  National  Unemployment  Council,  Women's  Committees; 
Niles  Unemployed  Union;  Northampton,  Pa.,  Unemployed  Citizen's  League; 
Ohio  Unemployed  Leagues;  Owosso  Chamber  of  Labor;  Professional  Workers 
Project  Welfare  Clubs;  Public  Relief  Investigators;  Public  Works  and  Unem- 
ployed Leagues;  Public  Works  and  Unemployed  Union;  Recreation  Leaders 
Association;  Relief  Association  and  Workers  Clubs;  Relief  Workers  League^ 
Relief  Workers  and  Unemployed  Committees. 

Relief  Workers  Union;  Resident  Workers  Protective  League  of  Mansfield; 
Right-to-Live  Club;  Stick-Together-Club;  Summit  Unemployed  League;  Social 
Security  League  of  Ohio;  Unemployed  Citizens  League  of  Seattle,  Wash.;  Unem- 
ployed Club;  Unemployed  Conference;  Unemployed  Council  of  Metal  Trades 
Workers  Ind.  Union;  Unemployed  Council  of  Needle  Trades;  Unemployed  Leagues; 
Unemployed  League  of  AUentown;  Unemployed  Leagues  of  New  Jersey;  Unem- 
ployed League  of  Bethlehem,  Pa.;  Unemployed  League  of  Columbus;  Unem- 
ployed League  of  Emaus,  Pa.;  Unemployed  League  of  Parsons,  Pa.;  Unemployed 
League  of  Plymouth,  Pa.;  Unemployed  League  of  Pa.;  Unemployed  and  Relief 
Workers  Organizations;  Unemploj^ed  and  Relief  Association;  Unemployed 
Relief  Workers  Union;  Unemployed  Relief  Association  of  N.  J.;  Unemployed 
Teachers  Association;  Unemployed  Union;  Unemployed  Workers  Union;  Unem- 
ployed Workers  Association  of  Michigan;  Unemployed  Workers  Union  of  Farrell, 
Pa.;  United  Mine  Workers  of  America — Unemployment  Council;  United  Citizens 
League  of  Ohio;  United  Unemployed  &  Relief  Workers  Association  of  N.  J.; 
United  Unemployed  Railroad  Workers;  United  Workers  League;  Washington 
Co.  (Tenn.)  Workers  League;  West  Side  Workers  Welfare  Association;  Workers 
Committee  of  Milwaukee  Co.;  Workers  Committee  on  Unemployment;  Workers 
Council  of  Kenton  County;  Workers  Protective  Association  of  Lancaster,  Pa.; 
Workers  Union  of  the  World;  Workers  Protective  Union  of  Ohio. 

FRATERNAL,    ORGANIZATIONS 

American  Ass'n  Fort  Duquesne  Lodge;  American  Democratic  Club;  American 
Lithuanian  Literary  Ass'n;  American  Lithuanian  Workers  Ass'n;  Association 
Boleslevs  the  Great;  Association  of  Lithuanian  Workers  (L.  D.  S.);  Bricklayers 
Progressive  Benevolent  Club;  Bridesburg  Polish  Club;  Bohemian  Sick  and  Death 
Benefit;  Brotherhood  Hebrew  Painters  Aid  Ass'n;  Bulgarian  Macedonian  Fed- 
eration; Campo;  Carteret  Hungarian  Federation;  Columbus  Italian  Citizens 
Club;  Columbus  Hungarian  (Columbus,  Ohio);  Societa'  Concordia  Partinus; 
Croatian  Fraternal  Union;  C.  S.  P.  J.  Grand  Lodge;  Czech  Catholic  Society  of 
Ohio;  Czech  Progressive  Federation;  Czecho-Slovak  Society  of  America,  Buffalo; 
Czeck  Society  of  America,  Grand  Lodge  of  Ohio;  Czechoslovak  Fraternal  Feder- 
ation, Hillside,  N.  J.;  First  Aid  Hungarian  Sick  Benefit  Society;  Federation  of 
Italian  Societies,  East  Buffalo;  Federation  of  Italian  Societies;  Finnish  Literary 
Federation;  Finnish  Workers  Federation;  Finnish  Workers  Federation,  Youth 
Section;  George  Washington,  Betegsezodzro;  German  Sick  and  Death  Benefit; 
Hungarian  Aid  Society;  Hungarian  Association  of  Trenton;  Haulick  of  Buffalo, 
Buffalo,  N.  Y.;  Hungarian  Church  and  Social  Federation;  Hungarian  Federation 
of  Culture;  Hungarian  Reformed  Church;  Hungarian  St.  James  Society;  Hun- 
garian Workers  Federation  of  Ohio;  I.  A.  G.  T.  Traja  No.  17;  Ind.  Order  of  Good- 
Templars,  Burnside,  Conn. 

Independent  Order  Sons  of  Italy;  International  Workers  Order  (215  delegates 
representing  50  cities);  Italian  Progressive  Institute;  Jewish  National  Workers 
Alliance;  J.  S.  K.  J.;  Karvygospar  and  Hungarian  Workers  Federation;  Kossuth 
Association;  Kracsin- Fraternal — Sussardi;  Kranken  Unterstitzung  Verein; 
Lemko  Association;  Lidumila  J.  C.  D.;  Lithuanian  No.  29  Supreme  Lodge; 
Lithuanian  Workers  Order;  Lithuanian  Workers  Society;  Lithuanian  Sons  and 
Daughters;  Lodge  of  Daughters  of  Liberty;  Lodge  of  Sobe-Slavia;  Lodge  202  F. 
Union;  L.  S.  L.  A.  Supreme  Lodge;  Magyar  Home;  Mansfield  Liederkrantz; 
Masonic  Lodge;  Mutalista  Obrera  Mexicana;  National  Slovak  Society;  Na- 
tional Slovak  Society  Supreme  Lodge;  No.  3555 — Oddziat — Marchewski;  Phila. 
Hungarian  Singing;  Polish  American  Citizens  League  of  Pennsylvania;  Polish. 
American   Youth   League;    Polish   Chamber   of   Labor;   Polish    Crown   Ass'n.; 
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Polish  Peoples  Home  Ass'n.;  Polish  White  Eagles;  Polish  Workmen's  Aid 
Federation  of  Ohio. 

Polonja  Society;  Rakozi  Benefit  Ass'n;  Rovnort — Benefit — Baltimore;  Russian- 
American  Citizens  Ass'n;  Russian  Benevolent  Society;  Russian  National  Mutual 
Aid  Society;  Serbian  National  Alliance;  Scandinavian  Workers  Unity  League; 
Sick  Benefit  Aid  Ass'n;  Sick  Benefit  Society;  Slavist  Lodge;  Slovak  Ass'n  of 
Trenton;  Slovak  Evangelical  Union,  A.  C.  of  America;  Slovak  National  Benefit 
Society;  Slovak  Women's  Club;  S.  N.  P.  J.;  S.  N.  P.  T.— T.  S.  K.  J.— Export, 
Pa.;  S.  P.  J.  (Martha  Washington  Branch);  S.  S.  C.  N.  of  A.,  Trinidad,  Colo.; 
Society  of  Fara  S.  Martino;  Society  of  Old  Czech  Colonists;  Sons  of  Italy  Grand 
Lodge;  Society  Uniti  Italy;  Socitia  Phillippo  Paligsiodi-vasto;  South  Slav  Fra- 
ternal and  Cultural  Organizations;  Trenton-Hungarian  Businessmen's  Ass'n; 
T.  Y.  M.  Benevolent  Ass'n;  Ukranian  Society  Bukovina;  Ukranian  Working- 
men's  Ass'n;  United  Czechoslovak  Society;  United  Hungarian  Societies;  United 
Russian  League;  United  Ukranian  Toilers;  Villma  Sokolova  Y.  J.  C.  D.;  Vytaut 
Lithuanian  Benefit  Society;  Workmen's  Circle;  Workmen's  Sick  and  Death 
Benefit  Fund. 

(Lack  of  time  and  space  prevents  a  listing  of  each  local  as  of  these  various 
unions  and  Fraternal  bodies.  Such  a  listing  is  being  prepared  and  will  be  sub- 
sequently published.) 

AGRICULTURAL  AND   FARM   GRGANIZ.iTIONS 

Farm  Holiday  Association;  Farmers  National  Committee  for  Action;  Farmers 
National  Weekly;  Free  Acres  Association;  National  Conference  Agricultural, 
Lumber  and  Rural  Workers;  Ohio  Farmers  League;  United  Farmers  League; 
United  Farmers  Protective  Association. 


COOPERATIVES 

Associated  Cooperative  Trading  Ass'n;  .Central  Council  Cooperative  Ass'n.; 
Consumers'  Tradesmens  Labor  League;  Farmers  Cooperative  Merchants  Ass'n; 
Hungarian  Workers  Home;  South  Carohna  Barter  Exchange;  Workers  Colony 
Corporation,  Bronx;  Workers  and  Farmers  Cooperative  Unity. 

CHURCH   AND  CIVIC  ORGANIZATIONS 

Anathot  Spiritual  Church;  Baptist  Church  of  Washington,  D.  C;  Father 
Divine's  Peace  Mission;  First  Hungarian  Baptist  Church;  Holy  Ghost  Assembly 
of  Moon  Run,  Pa.;  Hungarian  Baptist  Church,  Cleveland,  Ohio;  Hungarian 
Reformist  Church;  Rocco  f Church)  Benefit  Societv;  United  Church  Societies  of 
Farrell,  Pa.;  Y.  W.  C.  A.  of  Washington,  D.  C;  Y.  W.  C.  A.  Nursery  School  of 
Charleston,  W.  Va.;  Y.  W.  C.  A.  Industrial  Dept.  of  Pennsylvania. 

CULTURAL    ORGANIZATIONS    AND    CLUBS 

Aida  Chorus  and  LDS;  Allen  town  Workers  Club;  Ardelan  Social  Club;  Ar- 
menian Workers  Club;  Balkan  Workers  Club;  Boro  Park  Cultural  Club;  Bridge 
Plaza  Workers  Club;  Bronx  Park  Center;  Bronx  Workers  Club;  Brownsville 
Workers  Center;  Bulgarian  Workers  Club;  Canarsie  Youth  Club;  Chilean  Workers 
Club;  Cli  Grand  Youth  Club;  Columbus  Italian  City  Club;  Croatian  Workers 
Club;  Culture  Club;  Czech  Democratic  Club;  Downtown  Workers  Club;  East 
New  York  Workers  Club;  Estonia  Workers  Club;  Fellow  Craft  Club;  Finnish 
Workers  Club;  Fraternal  Athletic  Society;  Freiheit  Gesangs  Ferein;  German 
Painters  Club;  Grand  Workers  Club;  Greek  Workers  Educational  Club-  Harlem 
Jewish  Workers  Club;  Harlem  Needle  Workers  Club;  Harmonica  Polish- American 
Citizens  Club;  Hinsdale  Workers  Club;  Hungarian  Singiiig  Society  of  Ohio;  Irish 
Workers  Club;  Italian  American  Club;  Italian  Workers  Center;  Jewish  Cultural 
League;  Jewish  Educational  Club;  John  Reed  Clubs;  Jugoslav  Club;  Lithuanian 
Club;  Lithuanian  Music  Hall  Ass'n;  Lithuanian  Workers  Club;  Middle  Bronx 
Workers  Club;  Mosholu  Progressive  Club;  New  Dance  Group;  New  England 
Youth  Clubs;  Obrana  Readers  Clubs;  Pen  and  Hammer;  Phoenix  Park  Club; 
Pierre  Degevter  Club-  Polish  Workers  Club;  Proletpen;  Prospect  Workers  Club; 
Roosevelt  Workers  Club;  Roumanian  Club;  Round  Table  Discussion  Club; 
Roxbury  Civic  Club;  Roxbury  Workers  Club;  St.  Paul  Workers  Club;  Scandi- 
navian Workers  Club;  Social  Labor  Club;  Spanish  Workers  Center;  Spanish 
Workers  Club;  Spanish  Workers  League;  Spartacus  Workers  Club;  Tampa 
Workers  Club;  Turkish  Workers  Club;  West  Side  Workers  Club;  Williamsburg 
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Workers  Club;  Workers  Chorus  of  Philadelphia;  Workers  Cultural  Club;  Workers 
Cultural  League;  Workers  Self-Educational  Club;  Workers  Social  League  of 
Massachusetts;  Zukunft  Workers  Club. 

EDUCATIONAL 

Affiliated  School  for  Workers;  Alumnae  Association  of  Bryn  Mawr  Summer 
School  of  Women  Workers;  Benedict  College  Club;  Commonwealth  College; 
Easton  Labor  College;  Fellowship  House;  Hunter  College  Bulletin;  Jewish  High 
School;  Labor  Research  Association;  New  York  City  Summer  School  for  Workers; 
New  World  Educational  Association;  Parents  Association  Bronx  House;  Parent 
Teachers  Association  of  P.  S.  No.  60;  Steinmetz  Club  of  Cooper  Union;  The 
Workers  School;  Washington  Irving  Evening  School;  West  Virginia  Labor 
Summer  Schools. 

NEGRO    ORGANIZATIONS 

Baltimore  Urban  League;  Baltimore  Workers  League;  Industrial  Dept. 
Federation  of  Colored  Women;  Joint  Committee  on  National  Recovery;  League 
of  Struggle  for  Negro  Rights;  National  Negro  League  Council;  National  Urban 
League;  New  Negro  Alliance;  Warren  Urban  League;  Young  Women's  Christian 
Association. 

PROFESSIONAL    GROUPS 

Artists  Association;  Artists  Union;  Council  of  Allied  Professionals;  Dental 
Society;  Economic  Federation  of  Dentists;  International  League  of  Writers; 
League  of  Allied  Medical  Professions;  Medical  Society  of  Bronx  County;  Music 
Teachers  Association;  National  Film  and  Photo  League;  Nursery  School  League; 
Playwrights  Association;  United  Artists  League;  Teacher's  Discussion  Group; 
Theatre  Collective. 

PROMOTIONAL    ORGANIZATIONS 

A.  F.  L.  Trade  Union  Committee  for  Unemployment  Insurance;  American 
Association  of  Social  Workers;  Association  of  Brooklyn  Federation  Workers; 
Association  of  White  Collar  Workers;  Association  of  Workers  in  Social  Agencies; 
Central  Registration  Bureau  of  C.  W.  A.;  Czechoslovak  Association  for  Unem- 
ployment Insurance;  Fraternal  Federation  for  Social  Insurance;  Interprofessional 
Association  for  Social  Insurance;  Italian  Organizations  for  Social  Insurance; 
Italian  Soceity  for  Social  Insurance  of  Pennsylvania;  Jewish  Conference  for  Social 
Insurance  of  Pennsylvania;  Jewish  United  Front  Committee  for  Social  Insurance; 
Jugoslav  Association  for  Unemployment  Insurance;  New  York  Association  of 
Federation  Workers;  Northumberland  Inter-County  Organization  for  Unemploy- 
ment Insurance;  Social  Workers  Discussion  Club;  Slovak  Fraternal  Federation 
for  Social  Insurance;  University  Settlement  Rank  and  File;  Workers  Unemploy- 
ment Insurance  Club. 

SOCIAL    SERVICE    AND    SETTLEMENT    HOUSE    WORKERS 

Alma  Mathews  House;  Birth  Control  Federation;  Bronx  League  for  the  Pro- 
tection of  Children;  Graduate  School  for  Jewish  Social  Work;  Harlem  House; 
Hebrew  Orphan  Asylum;  Hebrew  Sheltering  and  Guardian  Society;  Jewish  Social 
Service  Association;  Jewish  Board  of  Guardians;  Lavenberg  House;  League  for  the 
Protection  of  Children;  Psychological  Exchange;  Westley  Everest. 

TENANT    AND    SMALL    HOME    OWNERS    ORGANIZATIONS 

Austin  Propertj'  Owners  Protective  Association;  City  Federation  Garden  Club; 
Knickerbocker  Village  Tenants  Asso's;  Tenants  Asso's,  2830  Olinville  Ave., 
Bronx,  N.  Y.;  Small  Home  and  Land  Owners  of  New  Jersey;  Small  Home  Owners 
Federation  of  Illinois;  Small  Home  and  Land  Owners  Federation  of  Ohio. 

UNITED    FRONT    CONFERENCES    AND    NEIGHBORHOOD    MEETINGS 

Alliance  of  Lithuanian  Organizations  of  New  Jersey;  Bergen  County  Conference 
for  Unemployment  Insurance;  Bronx  Neighborhood  Sponsoring  Committee; 
Chicago  Conference  Lithuanian  Citizens;  Conference  of  Jewish  Organizations; 
Conference  of  Russian  Organizations;  Conference  of  Lithuanian  Benefit  Societies  of 
Pennsylvania;  Conference  of  Hungarian  Fraternal  Organizations  of  Corapolis,  Pa.; 
Conference  of  Fraternal  Organizations  of  Monnessen,  Pa.;  Conference  of  52  Organ- 
izations of  Ohio;  Conference  of  Croatian  Organizations  of  Pittsburgh;  Conference 
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of  Polish  Organizations  of  New  Jersey;  Connecticut  Local  Convention;  Czech 
United  Front  Committee  of  82  Organizations;  Czecho  Workers  Organizations; 
Czechoslovak  Action  Committee;  East  Side  Neighborhood  Association;  Finnish 
United  Front  Committee;  Fitchburg  Conference;  General  Conference  of  Buffalo; 
Greek  Federation;  Hancock  United  Front;  Hungarian  Conference  of  Buffalo; 
Hungarian  United  Front  of  Columbus;  Hungaiian  United  Front  of  Milwaukee; 
Hungarian  Association  of  Carteret;  Italian  United  Front  of  Ohio;  Jewish  Workers 
Clubs  of  Chicago;  Jewish  Conference  of  Cleveland,  Oliio;  Lithuanian  Unity  Con- 
ference; Long  Island  Sponsoring  Committee;  Mass  Meeting  of  Coney  Island; 
Millinery  United  Front;  Mass  Neighborhood  Meeting  of  Philadelphia;  Middle 
Village  Sponsoring  Committee  New  York  City;  Mount  Eden  Sponsoring  Com- 
mittee; Neighborhood  Committees  of  Action;  Neighborhood  Group  14  and  16, 
New  York  City;  New  Jersey  Sponsoring  Committee;  New  York  City  Sponsoring 
Committee;  ISOth  Street  Sponsoring  Committee;  Polish  United  Front  Conference; 
and  Polish  United  Front  of  Providence. 

Roumanian  Conference  Organizations;  Russian  Workers  Organizations; 
Scandinavian  Workers  Unity  League;  South  Slav  United  Front  of  Ohio;  Slovak 
Workers  United  Front  of  Wisconsin;  Sponsoring  Committee  of  Columbus; 
Sponsoring  Committee  of  Philadelphia;  United  Front  Conference  of  Chicago; 
United  Front  Czech  Organizations;  United  Front  Conference  of  Jamestown; 
United  Jewish  Fraternal  Committee;  United  Front  Conference  of  Cleveland; 
United  Front  Conference  of  Bridgeport,  Ohio;  United  Front  of  Finnish  Organiza- 
tions of  Cleveland;  United  Front  of  Hungarian  Organizations  of  Dayton,  Ohio; 
United  Front  of  Hungarian  Organizations  of  Lehigh  Valley;  L^nited  Front  of 
Hungarian  Organizations  of  Allentown;  United  Action  Committee  of  Erie; 
United  Front  of  Slovak  Organizations  of  Throop,  Pa.;  United  Czechoslovakian 
Organizations  of  Penna.;  United  Lithuanian  Organizations  of  New  Jerse}'; 
Ignited  Front  of  German  Societies  of  Wisconsin;  United  Slovak  Church  Organ- 
izations of  Wisconsin;  United  Front  Conference  of  Polish  Organizations  of  Ohio; 
Ukrainian  United  Front  of  Pennsylvania;  Washington  Arrangements  Committee; 
Westchester  Mass  Meeting;  West  End  Sponsoring  Committee.. 

VETERAN    GROUPS 

American  Legion  Post  108;  33rd  Division  of  National  Guard;  Veterans  Rank 
and  File  Committee;  Voters  Veteran  League;  Workers  Ex-servicemen's  League. 

women's  organizations 

Czech  Ladies'  Club  (Grand  Lodge) ;  Daughters  of  Armenia;  Finnish  Women's 
Workers  Clubs;  Finnish  Working  Women;  Glenville  Council  Women's  Federa- 
tion; Jewish  Mothers  Council;  Ladies'  Auxiliary  of  Unemployed  League  of> 
Allentown,  Pa.;  Ladies'  Auxiliary  of  Unemployed  League  of  Bethlehem,  Pa.; 
Slovak  Women's  Club;  United  Council  of  Working  Class  Women;  Women's 
Auxiliary  of  C.  W.  A.  Union;  Women's  League  of  Philadelphia;  Working  Wo- 
men's Committee;  Working  Women  of  Hamtramch. 

YOUTH  AND  STUDENT 

American  Youth  Congress;  Chicago  University  National  Students  League; 
Hunter  College  Liberal  Club;  Liberal  Club  of  George  Washington  University; 
Politics  Club  of  the  College  of  the  City  of  New  York;  Universfty  of  Virginia 
National  Students  League;  University  of  Wisconsin  National  Students  League; 
Young  Communist  League. 


MISCELLANEOUS  ORGANIZATIONS 

American  League  against  War  and  Fascism;  Armenian  Workers  Organization; 
Comite  Pro  Porto  Rico;  Committee  for  Protection  of  Foreign  Born;  Committee 
for  Support  of  Southern  Textile  Workers;  Correspondents  for  Canadian  Workers 
Press;  Crusader  News  Service;  Friends  of  the  Soviet  Union;  Icor;  International 
Labor  Defense;  Joint  Conference  Against  Discrimination;  Labor  Advancement 
Association;  National  Committee  for  the  Defense  of  Political  Prisoners;  Nature 
Friends;  Philippine  Anti-Imperialist  League;  Porto  Rican  Anti-Imperialist 
League;  Polish  Chamber  of  Commerce;  The  Press  League;  Red  Builders;  Tom 
Mooney  DefAise  Committee;  United  Front  Supporters;  |Workers  Defense  Com 
mittee;  Workers  International  Relief. 
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Estimates  of  funds  available  for  unemployment  and  social  insurance 
[All  figures  in  thousands] 


1933 


n..  Source: 

Individual  income  L .- 

Estate  tax,  50  percent  of  gross 

Corporate  tax,  net  income  25  percent  2. 
Corporate  tax,  net  surplus,  25  percent  s 
Expenditures  on  war  preparations 


$1, 129,  277 

1, 030,  478 

62G,  520 


«  750,  000 


$1,127,773 

1,  415,  194 

538,  278 

9,019,881 


Total. 


12, 101, 126 


II. 


Individual  income  ' ._. 

Estate  tax,  75  percent  of  gross 

Corporate  tax,  net  income,  25  percent  2_ 
Corporate  tax,  net  surplus,  30  percent  3. 
Expenditures  on  war  preparations 


Total. 


1, 129,  277 

1,  545,  717 

626,  520 


2, 000,  000 


1, 127,  773 

2,  122,  791 

538,  278 

10, 823, 858 


14,  612,  700 


$5,  787,  068 

1,  777, 135 

2,  615,  273 
11,789,046 


21,  968,  522 


5,  787,  068 
2,  665,  701 
2,  615,  273 
14,  146,  855 


25,  214,  897 


■  Estimated  on  graduated  scale  approximating  British  tax  rate  but  higher  than  the  British  rate  for  incomes 
-from  $500,000  to  $5,000,000. 

2  This  should  be  a  graduated  tax  averaging  25  percent. 

3  Surplus  and  undivided  profits  less  deficit:  1932,  36,079  millions;  1928,  47,156  millions. 
*  As  of  Aug.  1,  1934. 


TAX  INCOME,  1928 


Total  net  in- 
come reported 


Tax  rate 


Revenue 
available 


I.  INDIVIDUAL  RETURNS 

.Income  classes: 

$5,000-$10,000 

$10,000-$15,000 

$15,000-$20,000.. 

$20,00O-$25,000 

$25,000-$50,000 

$50,000-$100,000. 

$100,000-$250,000 

$250,000-$500,000 

$500,00(}-$1,000,000 

$1,000,000-$5,000,000  and  over 


Total  available. 
Tax  collected 


Additional  revenue. 


U.  CORPORATION  RETURNS 

rincome  classes: 

Under  $l,000-$2,999 

$3,000-$4,999 

$5,00O-$9,999 

$10,000-$24,999 

.$25,000-$99,999 

$100,000-$499,999 

$500,000  under  $1,000,000. 

$1,000,000  under  $5,000,000 

$5,000,000  and  over 


Total 

Tax  collected - 


Additional  returns. 


$4, 282, 

1, 953, 

1,218, 

865, 

2,  326, 

1,857, 

1, 745, 

926, 

670, 

1, 108, 


520, 000 
395, 000 
787,  000 
670, 000 
503, 000 
878, 000 
403, 000 
079,  000 
861. 000 
863, 000 


Percent 
16 
22 
24 
30 
35 
40 
45 
55 
65 
75 


181,  420, 000 

119,482,000 

211, 525, 000 

467,  605, 000 

1, 055, 074, 000 

1,  753, 943, 000 

898, 405, 000 

2,119,926,000 

3,  810, 359, 000 


$685,  203, 000 
429,  747,  000 
292,  509, 000 
259,  701, 000 
814,  276,  000 
743,151,000 
785, 431, 000 
509, 343, 000 
436, 060, 000 
831,  647, 000 


5,  787, 068, 000 
1, 164,  254,  000 


4, 622, 814,  000 


18, 142, 000 
17, 922, 000 
52, 881,  000 
116, 901, 000 
263,  768, 000 
438, 485, 000 
224,601,000 
529, 981,  000 
952, 589,  000 


2, 615, 273, 000 
1,184,000,000 


1,  431,  273,  000 


;Returns  of  corporations  submitting  balance  sheets,  1928  (all  returns) : ' 

Tax-exempt  securities $10,116,160,404 

Surplus... 52,069,292,140 

Net  surplus  (after  deduction  of  deficit) 47,156,183,422 

1  Statistics  of  Income,  1928,  p.  32. 
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Estimates  of  funds  available  for  unemployment  and  social  insurance — Continued 

TAX  INCOME,  1932 


I.  INDIVIDUAL  RETURNS 

Income  classes: 

$5,000-$10,000 

$10,0()0-$15,000 - 

$15,000-$20,000 

$2o.oon-$25,oon.. 

$25,o;in-$50,ooo 

$50,CIO()-$100,000... 

$I00,0ll0-$2o0,000 

$2.'iO,nOO-$500,000 

$500.000-$1.000,000 

$1,000,000- $5,000,000  and  over- -._ 


Total  available 

Income  tax  collected  . 


Adiiitional  revenue- 


Total  net  in- 
come reported 


$1,  677, 039,  000 
595,  573, 000 
329,  512, 000 
235,  312,  000 
629,  638,  000 
393,  296,  000 
216,  625, 000 
73,  747, 000 
57, 874. 000 
35,  239, 000 


Tax  rate 


Percent 
16 
22 
24 
30 
35 
40 
45 
55 
65 
75 


Revenue 
available 


$268,  326, 000 
131, 026, 000 
79, 083, 000 
70,  594, 000 
220,  373, 000 
157,  282,  OOO 
97,481,000 
39,  561,  000 
37,  618, 000 
26,  429, 000 


1,  127,  773, 000 
324,  745, 000 


803,028,000 


II.  CORPORATE  RETURNS 

1.  Returns  of  corporations  submitting  balance  sheets  for  1932  (all  returns):  ^ 

Cash  (in  till  or  deposits  in  bank) $15,917,202,000 

Investments,  tax-exempt.. _ 11,916.864,000 

Investments  other  than  tax  exempt 75,630,257,000 

Surplus  and  undivided  profits 45,663,746.000' 

Net  surplus  (less  deficit  of  $9,584.221,000) 36,079,525,000 

2.  Returns  of  corporations  showing  net  income  (1932): 

Total  gross  income 3  31,707,963,000 

Total  net  income 3  2,153,113,000 

Income  tax «  245,689,000 


2  Statistics  of  Income,  1932,  p.  160. 

»  Statistics  of  Income,  1932. 

*  Revised  figure  as  given  in  Statistics  of  Income,  19.33,  preliminary  report. 


TAX  INCOME,  1933 


I.  INDIVIDUAL  RETURNS 

Income  classes: 

$.5,000-$10,000... 

$10,000-$1.5,000 

$I5,O0O-.$20,0OO... 

.$20,00O-$25,000 

$25,00O-$.50,000 

$50,000-$100,000 

$100,000-.$2,50,000 

.$250,000-.$500,000_. 

.$.500,000-$!, 000,000 

$l,000,000-$5,000,000and  over 


Total... 
Tax  collected. 


Additional  revenue. 


Total  net  in- 
come reported 


$1, 477,  827.  000 
559, 850, 000 
310,  246, 000 
226,  778, 000 
621,182,000 
394,  766, 000 
240,681,000 
81,253,000 
59,511.000 
81,  559, 000 


Tax  rate 


Percent 
16 
22 
24 
30 
35 
40 
45 
55 
65 
75 


Revenue 
available 


$236,  452, 000 
123, 167,  000 
74,  459,  000 
68,  033, 000 
217,414,000 
157, 906, 000 
108, 306, 000 
44, 689, 000 
37, 682, 000 
61, 169, 000 


1,129,277,000 
372, 968, 000 


756,  309, 000 


II.  CORPORATION  RETURNS 

Total  net  income  reported '. $2,506,078,  27 

Income  tax 

Excess-profit.s  tax 


347,  649, 990 
6,  266, 721- 


Total. 


'353,916,261 


•■  14.1  percent. 
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Estimates  of  funds  available  for  unemployment  and  social  insurance — Continued 

ESTATE  TAX 


Jan.  1-Dec.  31, 
1928 


Jan.  1-Dec.  31, 
1932 


Jan.  1-Dec.  31, 
1933 


Gross  estate 

Tax  paid 

Percent  to  gross 

Net  estate 

Tax  paid 

Percent  to  net.. 


$3, 554,  270, 000 

$41,959,000 

1.1 

$1,992,503,000 

$41, 959, 000 

2.1 


$2, 830, 388, 000 

$23,  674,  000 

0.8 

$1, 423,  437, 000 

$23,  674, 000 

1.7 


$2,  060, 956,  OOO 

$61, 415, 000 

2.9 

$828,  302, 000 

$61,  415, 000 

7.4 


REVENUE  AVAILABLE 


Average  25 
percent 

Average  50 
percent 

Average  75 
percent 

Gross  estate: 

1928 

$888, 567, 000 
707,  597, 000 
515,  239, 000 

498, 126, 000 
355,  859, 000 
207, 075, 000 

$1,  777, 135, 000 
1, 415, 194, 000 
1,  030,  478,  000 

996, 252, 000 
711,718,000 
407, 100, 000 

$2, 665, 701, 000 
2, 122,  791, 000 
1, 545, 717, 000 

1, 494, 378, 000 

1, 067, 577,  OOO 

621  225,000 

1932 

1933— 

Net  estate: 

1928 . 

1932 

1933- --- -- 

Comparison  of  income  tax  (married  person,  no  dependents,  all  income  from  salary) 
[Conversion  units:  1  pound=$4.86;  France,  1  franc =$0.0392;  Germany,  1  mark =$0.2382] 


$1,000.... 
$2,000-... 
$3,000---. 

$5,000 

$7,500.-.. 
$10,000--. 
$15,000... 
$25,000... 
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Percent  of  tax  to  net  income 

United 

States 

Britain 

France 

Germany 

0 

0.88 

3.38 

7.90 

0 

5.57 

8.51 

16.84 

a  07 

10  38 

12.20 

18.11 

2.0 

14.22 

17.15 

21.59 

3.4 

16.29 

22.02 

26.02 

4.8 

18.62 

25.25 

29.89 

6.8 

22.95 

31.26 

34.46 

1O08 

29.47 

38.04 

39.78 

17.20 

39.30 

47.43 

45.13 

30.10 

48.10 

53.65 

47.44 

52.72 

61.58 

53.93 

49.49 

57.11 

63.91 

53.97 

49.74 

Source:  New  Republic,  Jan.  24,  1934. 

Comparison  of  death  taxes  in  the  United  States  and  Great  Britain  (entire  estate  to 

widoiv) 

[Source:  Preliminarj'  report  of  Subcommittee  of  the  Committee  on  Ways  and  Means,  relative  to  Federa 

and  State  taxation  and  duplication  therein  (1933),  p.  237] 
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Estimates   of    Cost   of    Workers'    Unemployment,    Old    Age,    and   Social 

Insurance  Bill 

The  following  estimates  have  been  prepared  by  the  research  section  of  the 
Interprofessional  Association  for  Social  Insurance,  Dr.  Joseph  M.  Gillman,  chair- 
man (economist  and  lecturer,  New  York).  They  should  be  read  in  connection 
with  the  statistical  material  presented  by  Dr.  Gillman  in  his  testimony  on  H.  R. 
2827  before  the  House  Committee  on  Labor  on  February  4,  1935. 

To  determine  the  cost  of  the  social  insurance  which  would  be  provided  in  H.  R. 
2827  requires  several  estimates,  which  should  be  used  with  caution.  In  the  first 
place,  the  United  States  has  no  current  basis  for  ascertaining  accurately  the  num- 
ber of  the  unemployed.  This  point  is  discussed  and  amplified  both  in  Dr.  Gill- 
man's  testimony  just  cited  and  in  the  testimony  filed  by  the  national  chairman 
of  the  Interprofessional  Associaton  for  Social  Insurance  (Mary  Van  Kleeck)  with 
the  House  Committee  on  Labor  on  February  5,  1935.  In  lieu  of  exact  data,  the 
best  possible  estimate  has  been  made,  but  it  should  be  pointed  out  that  it  is  the 
procedure  of  making  the  estimate  which  should  be  studied,  rather  than  the  exact 
figures.  The  extent  of  unemplyment  changes  from  time  to  time,  and  therefore 
the  figure  used  today  might  not  be  true  a  month  later. 

The  second  and  more  important  point  requiring  caution  relates  to  the  esti- 
mate of  the  effect  of  social  insurance  upon  purchasing  power,  and  its  consequent 
results  in  decreasing  the  amount  of  unemployment.  This  point  will  be  discussed 
more  fully  later  in  this  foreword,  but  it  should  be  clear  at  once  that  no  experience 
in  this  country  is  available  to  inicate  the  extent  to  which  an  increase  in  consumers' 
purchasing  power  for  those  in  the  lower  income  groups  would  stimulate  produc- 
tion and  increase  employment. 

Having  in  mind  these  cautions,  it  may  be  said  at  once  that  if  there  be  10,000,000 
unemployed,  the  annual  gross  cost,  after  taking  care  otherwise  of  those  who 
should  receive  old-age  pensions  and  those  who  are  unemployed  because  of  sick- 
ness or  disability,  and  eliminating  those  under  18  years  of  age,  to  whom  the 
workers'  bill  does  not  apply,  would  be  $6,986,000,000.  Deducting  from  this  the 
estimated  decrease  in  the  cost  of  unemployment  insurance  on  account  of  the  re- 
employment of  workers  following  the  establishment  of  a  social-insurance  pro- 
gram— $5,340,000,000— and  adding  to  it  the  cost  of  old-age  pensions,  sickness, 
disability,  and  accident  insurance  and  maternity  insurance,  and  deducting 
present  annual  expenditures  for  relief  amounting  to  $3,875,000,000,  we  would 
have  a  net  annual  increase  for  the  Federal  Government  imposed  by  the  provi- 
sions of  the  workers'  bill  amounting  to  $3,561,000,000. 

If  the  number  of  unemployed  be  equal  to  the  average  number  estimated  by 
us  as  unemployed  in  1934,  as  14,021,000,  then  the  annual  net  increase  in  cost, 
after  deducting  present  expenditures  for  relief  and  estimating  the  reemployment 
which  would  follow  adequate  social  insurance,  would  be  $5,036,000,000. 

If  for  safety's  sake  no  estimate  be  made  of  decrease  of  cost  through  reemploy- 
ment, there  would  have  to  be  added  to  this  net  cost  the  sum  of  $7,554,000,000  if 
there  be  14,000,000  unemployed,  or  $5,340,000,000  if  there  be  10,000,000  unem- 
ployed. 

In  all  these  figures  it  is  necessary  to  point  out  that  the  estimates  of  cost  are 
merely  an  indication  of  the  present  annual  loss  suffered  by  the  workers  of  America 
through  unemployment  for  the  various  hazards  covered  by  the  workers'  bill. 

It  should  be  pointed  out  that  for  any  given  number  of  unemployed  it  is  neces- 
sary to  go  throligh  the  process  of  calculation  followed  in  these  two  estimates.  It 
is  not  possible  merely  to  divide  costs  per  million,  since,  for  example,  the  cost  of 
old-age  pensions  would  not  be  proportionate  to  the  total  number  of  the  unem- 
ployed. What  has  been  done  in  these  estimates  is  to  attempt  to  show  what 
factors  enter  in,  always  with  the  understanding  that  much  of  the  data  must 
represent  a  guess,  without  adequate  statistical  basis.  There  is  urgent  need  for 
the  taking  of  a  current  census  of  the  unemployed. 

It  has  already  been  pointed  out  that  the  great  unknown  is  the  effect  which  a 
social-insurance  program  would  have  upon  reemployment.  In  making  the 
estimates  which  follow,  it  is  assumed  that  the  entire  amount  of  benefits  paid 
under  the  workers'  bill  would  appear  in  the  market  as  new  purchasing  power. 
Of  this  total,  60  percent,  according  to  the  calculation  shown,  would  become 
available  as  wages  and  salaries.  On  the  basis  of  given  average  wages  and  salaries, 
it  can  be  estimated  how  many  persons  could  be  reemployed,  and  this  would 
result  in  a  corresponding  decrease  in  the  number  of  unemployed  eligible  for 
benefits  and,  therefore,  in  a  reduction  of  costs. 
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Thus  we  arrive  at  the  following  figures: 

On  the  basis  of  14,000,000  as  the  number  of  unemployed,  the  annual  gross  cost 
of  the  workers'  bill  would  amount  to  $16,465,000,000.  From  this  sum  should  be 
deducted  the  $3,875,000,000  currently,  in  1934,  spent  by  various  governmental 
agencies  to  relieve  unemployment  and  in  payment  of  old-age  and  other  benefits 
to  the  dependent  classes.  That  leaves  a  total  of  $12,590,000,000  as  the  net 
benefits  under  the  workers'  bill.  This  sum,  as  new  purchasing  power,  would 
provide  $7,554,000,000  as  new  pay  rolls  and  reemployment — 60  percent  of 
$12,590,000,000.  This  leaves  a  balance  of  $5,036,000,000  as  the  sum  that  would 
have  to  be  provided,  in  addition  to  current  expenditures  for  relief  to  meet  the 
cost  of  unemployment  insurance,  old-age  pensions,  etc.,  counting  14,000,000  as 
the  number  of  unemployed  today. 

On  a  basis  of  10,000,000  unemployed,  that  sum  would  be  $3,561,000,000, 
which,  together  with  present  expenditures  for  relief,  would  add  up  to  $7,436,- 
000,000  as  the  total  cost  of  the  program  called  for  under  H.  R.  2827. 

Once  more,  however,  note  should  be  taken  of  the  uncertainty  in  the  allowance 
made  for  the  amount  of  reemployment  that  might  follow  the  adoption  of  the 
workers'  bill.  The  allowance  made  assumes  an  amount  of  reemploj'xnent  in  pro- 
portion to  the  amount  of  new  purchasing  power  thus  made  available.  Thus  it  is 
assumed  that  every  dollar  paid  as  benefits  under  the  workers'  bill  would  go  wholly 
to  the  market  as  new  purchasing  power  for  consumers'  goods.  But  it  is  conceiv- 
able that  a  goodly  portion  of  these  sums  might  go  to  pay  debts,  and  some  smaller 
fractions  might  go  into  hiding  for  a  "rainy  day."  Again,  it  is  calculated  that  for 
every  dollar  paid  out  in  benefits  60  cents  would  turn  up  in  the  form  of  new  wages 
and  salaries.  Only  to  the  extent  that  this  may  be  true  may  we  expect  the  return 
to  work  of  a  proportionate  number  of  the  unemployed. 

But  there  is  no  way  of  telling  whether  reemployment  to  this  extent  may  be 
expected  under  present-day  circumstances.  In  the  first  place,  we  have  not  taken 
into  account  the  amount  of  commodity  stocks  on  hand  and  how  rapidly  they 
would  be  used  up  and  how  soon  workers  would  have  to  be  put  back  to  work  to 
increase  and  replenish  them. 

In  the  second  place,  there  is  no  way  of  estimating  with  any  degree  of  accuracy 
the  extent  of  industrial  rationalization  and  technological  advance  that  have 
taken  place  in  this  country  in  the  course  of  the  past  6  years  of  depression.  Accord- 
ing to  recent  findings  of  the  National  Industrial  Conference  Board  (bulletin  of 
Dec.  10,  1934),  compared  to  the  1923-25  average,  current  pay  rolls  stood,  in 
October  last,  at  60  percent,  employment  at  78.6  percent,  and  output  per  man- 
hour  at  129.5  percent.  This  means  that  for  the  sampling  industries  covered  in 
the  National  Industrial  Conference  Board  survey,  61  workers  can  now  produce 
as  much  as  100  did  10  years  ago.  Thirty-nine  percent  of  the  workers  must  now 
remain  unenfployed  or  find  employment  in  new  occupations.  A  similarly  dis- 
tressing situation  was  recently  reported  by  the  division  of  research  and  planning 
of  the  National  Recovery  Administration  as  existing  in  the  automobile  industry. 

Our  estimates  of  the  amount  of  reemployment,  therefore,  must  be  taken  as 
purely  mathematical  and  should  be  considered  mainly  as  illustrations  of  possibil- 
ities rather  than  as  probabilities. 

Finally,  our  estimate  of  total  costs  of  the  program  for  social  insurance  under 
the  workers'  bill  should  be  compared  with  the  amount  the  workers  have  lost  in 
wages  and  salaries  since  the  beginning  of  the  depression.  According  to  estimates 
published  in  the  Survey  of  Current  Business  for  January  1935,  page  17,  total 
income  paid  out  to  labor  since  1929  was  as  follows  (in  millions): 


1929 

1930 

1931 

1932 

1933 

Total  income..- 

$52,  700 

$48,  400 
4,300 

$40,  700 
12,  000 

$31,  500 
21,  200 

$29,  300 

Loss  from  1929 

23,  400 

And  the  total  loss  in  the  first  4  years  of  the  depression  has  amounted  to  $60,- 
900,000,000.  It  is  with  these  huge  losses  sustained  by  American  workers  during 
these  4  years  that  the  costs  of  security  provided  Ijy  the  workers'  bill,  H.  R.  2827, 
.should  be  compared. 
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Estimates   of   Cost   of   Workers'    Unemployment,    Old   Age,    and   Social 

Insurance  Bill 

(Prepared  by  Research  Section  of  Interprofessional  Association  for  Social  In- 
surance for  hearings  before  House  Committee  on  Labor  with  reference  to 
Workers'  Unemployment,  Old  Age,  and  Social  Insurance  bill,  H.  R.  2827, 
February  1935) 

Note. — Two  estimates  have  been  prepared:  A  relates  to  a  hypothetical  unit 
of  10,000,000  unemployed;  B  is  calculated  for  the  current  estimate  of  average 
unemployment  in  1934,  namely,  14,021,009,  the  details  of  which  were  entered  into 
the  record  of  proceedings  before  the  House  Committee  on  Labor,  February  4, 
1935,  by  Joseph  M.  GiUman,  economist,  on  behalf  of  the  Interprofessional  As- 
sociation for  Social  Insurance. 

Estimate  A 

Number  of  persons  unemployed  (hypothetical) 10,  000,  000 

Deductions: 

1.  Estimated  number  of  unemployed  under  18 

years  of  age  (basis  1930  census) 320,  000 

2.  Estimated  number  of  unemployed  who  will 

replace  workers  65  j'ears  of  age  and  over 

retiring  on  old-age  pensions 2,  250,  000 

3.  Estimated  number  unemployed  because  of 

sickness  or  disabilitv 250,  000 

2,  820,  000 

Balance  of  unemployed 7,  180,  000 

I.  Annual  cost  of  unemployment  insurance  (7,180,000  by 

$973) $6,986,000,000 

II.  Estimated  decrease  on  account  of  reemployment  of 
workers,  following  establishment  of  social-insurance 
program 5,  340,  000,  000 

III.  Annual  net  cost  of  unemployment  insurance 1,  646,  000,  000 

IV.  Annual  cost  of  old-age  pensions 4,  535,  000,  000 

V.  Annual  cost  of  sickness,  disabilitv,  and  accident  insur- 
ance  J 1,  200,000,000 

VI.  Annual  cost  of  maternity  insurance 55,  000,  000 

• ■ — — 

VII.  Total  annual  cost 7,436,000,000 

VIII.  Present  annual  expenditures 3,  875,  000,  000 

IX.  Annual  net  increase  in  cost 3,  561,  000,  000 


Estimate  B 

Average  number  of  persons  unemployed  in  1934,  all  ages 14,  021,  000 

Deductions: 

1.  Estimated  number  of  unemployed  under  18 

years  of  age  (basis,  1930  census) 550,  000 

2.  Estimated  number  of  unemployed  who  will 

replace  workers  65  years  of  age  and  over 

retiring  on  old-age  pensions  (see  p.  4) —   2,  250,  000 

3.  Estimated  number  of  unemployed  because 

of  sickness  or  disability  (see  p.  6) 250,  000 

3,  050,  000 

Balance  of  unemployed 10,  971,  000 

I.  Annual  cost  of  unemplo\'ment  insurance  (10,971,000  by 

$973) $10,675,000,000 

II.  Estimated  decrease  on  account  of  reemployment  of 
workers,  following  establishment  of  social-insurance 
program 7,  554,  000,  000 
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Estimate  B — Continued 

III.  Annual  net  cost  of  unemployment  insurance $3,  121,  000,  000 

IV.  Annual  cost  of  old-age  pensions 4,  535,  000,  000 

V.  Annual  cost  of  sickness,  disability,  and  accident  insurance 

(see  p.  7) 1 1,  200,  000,  000 

VI.  Annual  cost  of  maternity  insurance 55,  000,  000' 

VII.                Total  annual  cost 8,  911.  000,  000 

VIII.  Present  annual  expenditures 3,  875,  000,  000 

IX.                Annual  net  increase  in  cost 5,  036,  000,  OOO 

Estimated  annual  wage  loss  of  unemployed 
[Based  on  average  annual  wage  and  salary  rates  for  1932  in  National  Income  Report '] 


1934  unemployment  table 

Industry 

Unemployed  (in  thou- 
sands) 

Annual  wage  or  salary 

Loss  of  earnings  (in  millions) 

Wage 
earners 

Salary 
earners 

Not 
classi- 
fied 

Wage 
earners 

Salary 
earners 

Not 
classi- 
fied 

Wage 
earners 

Salary 
earners 

Nol 

classi' 

fied 

1,847 
231 

2  $648 
909 

$1. 196.  9 
210.0 

Mines  and  quarries 

Electric  light  and  power 

18 

73 

'"i,"409" 
253 

$2,  210 

$1,  339 

"h'm 

1,320 

$39.8 

M  anuf  acturing 

Construction  . 

2.  345 
959 

643 

108 

876 
1,151 

2,241 
2,297 

2, 054.  2 
1, 103.  8 

1,441.0 
248.1 

Wholesalp  and  retail 

2,200 
427 

99 

185 

1,245 

1,958 

1,477 
1,400 

2,  739.  0 
836.1 

146.2 
259.0 

Finance 

Government: 

(a)  Exclusive  of  pub- 

Service: 

208 
460 
1,123 
373 
79 
871 

1,382 
1,045 
670 
1,416 
1,105 
1,285 

$287.  5" 

(6)  Personal 

480.  7" 

752.4 

528.  2 

187.3 

Miscellaneous  industries 

1, 119. 2 

Total 

5,382 

3,680 

4,849 

4,  564.  9 

5,  709.  2 

3. 2,55.  3. 

Total  wage  and  salary 

$13,529,400,000' 

Unemployed    entrepre- 

3  110 

107,000,660. 

Total . 

13,633,400,000' 

973. 

1  73d  Cong.,  2d  sess.,  S.  Doc.  124,  National  Income,  1929-32. 

2  1929  rate:  1932  rate  only  $352. 

3  At  annual  average  loss  $973. 


I.   (a)    Number  of  i^ersons  aged  65  and  over  (1930  Census) 6,  634,  000. 

(6)  Estimated  number  of  persons  aged  65  and  over  in  1934 
(Report  of  President's  Committee  on  Economic  Security, 
p.  24) 7,  500;.00O' 

II.   (a)    Number  of  persons  aged  65  and  over,   gainfuUv  occupied 

(1930) - 2,205,000 

(b)   Estimated  number  of  persons  aged  65  and  over  who  were 

gainfully  occupied  in  1934  (average) 2,  500,000; 

Note. — II  (6)  to  II  (a)  in  same,  ratio  as  I  (6)  to  I  (a). 
III.   (a)   Estimated  number  of  gainfully  occupied  persons  who  would 

be  eligible  to  retire  upon  enactment  of  the  Workers'  BilL_  2,  250,  000' 
Note. — 10-percent  allowance  for  entrepreneurs  of  sub- 
sta,ntial  means  (U.  S.  Census  estimate,  letter  to  com- 
mittee, I.  P.  A.  12/3/34). 
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IV.   (a)   NonKainfullv  occupied   persons  aged   G5   and    over  {I    (h)- 

II  (6))_.: 5,000,000 

(b)   Estimated    number    eligible    for    old-age    pensions    (males, 

1,422,000;  females,  3,078,000) 4,500,000 

Note. — 10-percent  allowance  for  those  of  substantial 
means. 
V.i   (o)    Number  of  gainfully  occupied  persons  in  III  (a)  (2,250,000) 
plus  husbands  or  wives  aged  65  and  over  (777,000,  V  (e)-^ 

V  (g))  (V  (6)-4-V  (c)^V  (e)-^V  {g)) 3,027,000 

(b)  Gainfully  occupied  males  (less  entrepreneurs) 1,  950,  000 

(c)  Gainfullv  occupied  females 300,000 

(d)  Gainfully  occupied  males,  married _  -  -    1,  242,  000 

(e)  Gainfully  occupied  males,  married,  whose  wives 

are  65  and  over  (assumed  not  gainfully  occu- 
pied)        673,000 

(/)   Gainfully  occupied  females,  married 104,  000 

(g)  Gainfully  occupied  females,  married,  whose  hus- 
bands" are  65  and  over  (assumed  not  gainfully 
occupied) ■    104,000 

VI. 1  (a)   Balance  of  married  persons  among  nongainfully 

occupied  {d)  +  {e) 1,237,000 

(b)  Balance  of  males,   1,422,000-104,000   (IV  (b)- 

V  (g))  1,318,000 

(c)  Balance  of  females,  3,078,000-673,000  (IV  (6)- 

V  (a)  2,405,000 

.(d)   Married  males  in  Vi  (6") 802,000 

le)   Married  males  in  VI  (6)  whose  wives  are  65  and 

over  435,000 

o^er , ^  237,  000 

Of  the  4,500,000  in  IV  (b)  these  have  been  accounted  for: 

(1)  Wives,  65  and  over,  of  gainfully  occupied  males  (assumed  not 

gainfullv  occupied)  (V  (e)) 673,000 

(2)  Husbands,  65  and  over,  of  gainfully  occupied  females  (as- 

sumed not  gainfully  occupied)  (V  (g)) 104,  000 

(3)  Balance  nongainfully  occupied  males  65  and  over,  married 

(VI  (d)) 802,000 

(4)  Balance  nongainfully  occupied  females  65  and  over,  married 

(VI  (e)) 435,000 

Not  yet  accounted  for: 

(5)    Nongainfully  occupied  widows,  widowers,  divorced,  single 

persons,  aged  65  and  over 2,  486,  000 

Annual  cost  of  old-age  pensions 

A.  Number  of  gainfully  occupied  workers  aged  65  and  over,  elig- 

ible for  old-age  pensions  at  annual  average  rate  of  $1,200 
per  annum  ($1,199  average  annual  rate,  1932,  1929-32 
national  income) -  2,  250,  000 

B.  Number  of  married  couples  nongainfully  occupied,  husband 

or  both  65  or  over  annual  pension,  $676  ($10  plus  $3  per 

week) 802,000 

C   Number  of  unmarried  persons  65  or  over  (annual  pensions, 

$520  ($10  per  week) 2,  486,  OOP 

Cost  of  A $2,700,000,000 

PnRt  ofB  542,  000,  000 

coSotc::::::::::::::::::::::::::::::: 1,293,000,000 

Total 4,535,000,000 

1  All  figures  in  V  and  VI  are  estimated  from  ratios  derived  from  1930  Census. 


ECONOMIC    SECURITY    ACT  1173 

Cost  of  sickness,  accident,  disability  insurance 

Class  C,  1930  Unemployment  Census  (persons  out  of  a  job  and 

unable  to  work  on  account  of  sickness  or  disability) 1 72,  661 

Would  assume   250,000,  since  census   figures  are  out  of   line 
with  other  experience. 

Class  D,   1930  Unemployment  Census  (persons  having  jobs,   but 

idle  on  account  of  sickness  or  disability) 273,  588 

Total 446,249 

According  to  Report  of  President's  Committee  on  Economic 
Security,  which  states  that  2.25  percent  of  all  industrial  workers 
are  at  all  times  incapacitated,  it  would  seem  that  the  total  of 
446,249  badly  underestimates  the  amount  of  sickness  and  dis- 
ability. 
Would  assume — 

Class  C  type 250,  000 

Class  D  type 750,  000 

Total 1,000,000 

Cost  of  sickness,  accident,  and  disability  insurance  (1,000,000  by 

$1,200) '- $1,  200,  000,  000 

Note. — $1,199  average  annual  wage  or  salarv  in  1932  (N.  T. 
Report,  1929-32). 

Cost  of  maternity  insurance 

Number  of  gainfully  occupied  married  women  between  ages  15  and 

44  (1930  Census)^ 2,  425,000 

Number  of  married  women  between  ages  15  and  44  (1930  Census)  -    17,  836,  000 

Birth  rate  per  1,000  population  (1930) 18.  9 

Birth  rate  per  1,000  married  women  (above) 137.  0 

Number  of  births  per  annum  to  gainfully  occupied  married  women 

(on  above  basis) 332,  000 

Probable  number  of  births 150,  000 

Annual  cost  for  16-week  benefit  (150,000  by  $369)  _ .. $55,  000,  000 

$369=^X  $1,200. 

($1,199  average  annual  wage,  1932,  N.  I.  Report  1929-32.) 

Present  Anmial  Expenditures  for  Unemploymetit,  Old  Age,  Sickness  Relief,  Public 

and  Private 

A.    UNEMPLOYMENT 

I.  Federal  Government  (source  of  statistics:  General  Budget 
Summary',  Treasury  Department,  estimated  expenditures 
for  year  ending  June  30,  1935,  schedule  3): 

(1)  F.  E.  R.  A $1,733,208,700 

(2)  C.  W.  A 13,842,100 

(3)  Emergency  conservation 402,  363,  000 

(4)  Relief^'of  unemployment 100,  000,  000 

Public  Works: 

(5)  Loans  and  grants  to  municipalities '  166,  300,  000 

(5)   Pubhc  highways i  428,600,000 

Total  expenditures  of  a  relief  character 2,  844,  313,  800 

II.  State  and  city  (basis:   F.  E.  R.  A.  reports) 400,  000,  000 

Total  unemployment  relief 3,  250,  000,  000 

>  Eliminated  from  employed,  hence  deduct  as  funds  to  provide  employment. 
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Present  Annual  Expenditures  for  Unemployment,  Old  Age,  Sickness  Relief,  Public 

and  Private — Continued 

B.    OLD    AGE 

1.  Federal    Government   to    veterans   and   widows    (Report   of 

Administrator  of  Veterans'  Affairs,  1933) $235,  000,  000 

2.  State  old-age  assistance  (President's  Committee  on  Economic 

Security) 43,  000,  000 

3.  Industrial  and  trade  union  pensions  (President's  Committee 

on  Economic  Security) 100,  000,  000 

4.  All  other  (rough  estimate) . 50,  000,  000 

Total 428,  000,  000 

C.    SICKNESS,    DISABILITY,   ACCIDENT   (TO   GAINFULLY   OCCUPIED   PERSONS) 

National  Safety  Council  estimates  for  1932  tl.at  wage  loss 
from  occupational  disabilities  was  $370,000,000.  Compensation 
probably  did  not  exceed  $200,000,000. 

Practically  no  other  sickness  or  weekly  accident  benefits 
were  paid  in  the  United  States  by  governmental  agencies. 

Total  annual  expenditures  for  relief  of  old  age,  unemploy- 
ment, and  sickness  at  present  time $3,  875,  000,  000 

Estimate  of  diminution  in  cost  of  unemployment  insurance  on  account  of  reemploy- 
ment following  passage  of  workers'  hill 


Year 

National  income 
(exclusive    of 
Government)' 

Salaries  and  wages 
(exclusive    of 
QovernnieDt)' 

1929                                                                   

«76,  500, 000. 000 
>i3,  500,  000,  OCO 
47,  800, 000,  000 
34,  000, 000,  000 
36.  300,  000,  000 

.$45,  300, 000, 000 

1930           .      -          -- 

40,  600,  000, 000 

1931     

32,  900,  000,  000 

1932  - 

23,  700,  000,  000 

1933 -- 

21, 900,  000,  000 

•  Nati  mil  income,  1929-32;  national  income,  1933;  Survey  Current  Business,  January  1935. 

Ratio  of  salaries  and  wages  to  income  produced 

1929 0.  592 

1930 .  639 

1931 .  688 

1932 .  697 

1933 .603 

1934  (estimate) .    60 

Total   insurance  benefits  payable   (annually)    under  workers' 

bill  (p.  2,  I-^IV^V^VI).' $16,465,000,000 

Present  expenditures  for  relief,  old  age,  etc 3,  875,  000,  000 

Increase  in  purchasing  power  of  lower  income  classes  upon 

passage  of  workers'  bill 12,590,000,000 

Increase  in  annual  demand  for  consumers'  goods  (100  percent 
assumed)  (see  Brookings  Institute,  "America's  Capacity  to 

Consume",  p.  84) . - 12,  590,  000,  000 

Increase  in  annual  wages  and  salaries  to  meet  increased 
demand  for  goods  (decrease  in  cost  of  unemployment  insur- 
ance) (60  percent  of  $12,590,000,000)  (ratio  of  salaries  and 
wages  to  income  produced,  1934,  above) 7.  554,  000,  000 
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Brief  on  the  Constitutionality  op  "The  Workers'   Unemployment  and 
Social  Insurance  Act",  by  Leo  J.  Linder,  Attorney,  New  York  City 

H.  R.  2827  is  unquestionably  constitutional. 
I.  the  bill  is  a  proper  exercise  op  the  appropriating  power  of  congress 

This  bill  provides  for  the  appropriation  of  Federal  moneys  out  of  the  Treasurj^ 
of  the  United  States  for  the  payment  of  compensation  to  the  unemployed,  the 
sick,  the  disabled,  and  the  aged.  It  is  thus  simply  an  exercise  of  the  appro- 
priating power,  the  power  of  Congress  to  spend  money.  The  bill  does,  indeed, 
do  more  than  provide  for  appropriations;  it  provides  for  the  setting  up  of  adminis- 
trative machinery.  But  the  appropriating  power  of  Congress  necessarily  carries 
with  it  the  incidental  power  to  provide  administrative  machinery  for  disbursing 
the  moneys  appropriated  and  for  insuring  their  proper  application  to  the  purposes 
sought  to  be  achieved  by  Congress.' 

What  limitations  are  there  on  the  power  of  Congress  to  appropriate  Federal 
moneys?  The  Federal  Government  is  a  government  of  "enumerated"  powers; 
that  is,  powers  enumerated  by  the  Constitution.  Some  constitutional  lawyers 
have,  therefore,  argued,  when  it  has  suited  their  client's  purpose,  that  Congress 
may  only  expend  moneys  for  the  execution  of  the  enumerated  powers.  Upon 
some  such  argument,  an  appropriation  for  social  insurance  would  be  unconstitu- 
tional, since  the  Constitution  does  not  enumerate  any  power  to  provide  social 
insurance  for  the  people  of  the  United  States. 

The  argument  is,  however,  wholly  unsound,  for  it  ignores  the  fact  that  one  of 
the  enumerated  powers  set  forth  in  the  Constitution  is  the  power  to  "lay  and 
collect  taxes,  pay  debts,  and  provide  for  the  common  defense  and  the  general 
welfare  of  the  United  States  ".^  To  limit  this  power  to  spend  moneys  for  the 
"general  welfare",  to  the  power  to  spend  moneys  for  the  execution  of  the  other 
enumerated  powers,  is  to  rob  the  "general  welfare"  clause  of  its  meaning  and 
thus  to  violate  an  elementary  principle  of  constitutional  construction. ^  Such 
distinguished  constitutional  authorities  as  Washington,^  Madison,^  Monroe,* 
Hamilton,'  Calhoun,^  and  Justice  Storey,^  have  repudiated  the  conception  of  an 
appropriating  power  limited  by  the  other  powers.  Our  highest  authority,  the 
United  States  Supreme  Court,  has  in  the  famous  Sugar  Bounty  case,*"  definitely 
upheld  appropriations  by  the  Government  in  payment  of  purely  moral  obliga- 
tions, entirely  beyond  the  scope  of  the  other  specifically  enumerated  powers  and 
has,  indeed,  lield  that  an  appropriation  out  of  "considerations  of  pure  charity"" 
cannot  be  reviewed  by  the  judicial  branch  of  the  Government.  Congress  itself 
has  uniformly  and  consistently  exercised  its  appropriating  power  for  any  purpose 
which  it  deems  for  the  general  welfare  and  irrespective  of  whether  the  purpose 
came  within  the  specifically  enumerated  powers  or  not. 

Consider  the  appropriations  which  Congress  has  made.  Congress  has  spent 
money  for  the  purchase  of  Louisiana  from  France,  of  Alaska  from  Russia,  of 
Florida  from  Spain;  Congress  has  made  outright  gifts  of  millions  of  dollars  to  the 
individual  States ;i2  it  has  appropriated  billions  of  dollars  for  agriculture,'^  and 
for  internal  improvements;"  it  has  appropriated  the  moneys  of  the  Nation  to  aid 
destitute  foreigners  in  severe  calamities,  as  in  the  case  of  the  Santa  Domingo  in 
1794,'-''  and  the  citizens  of  Venezuela,  who  suffered  an  earthquake  in  1812;'*  it 
has  in  the  last  2  years,  appropriated  billions  of  dollars  for  emergency  relief  to 

1  The  Constitution  of  the  United  States,  art.  I,  sec.  8,  el.  1  and  cl.  18;  Willoughby  on  the  Constitution  of 
the  United  States,  ch.  3,  sec.  62,  p.  105. 

2  Constitution,  art.  I,  sec.  8,  cl.  1. 

3  Chief  Justice  Taney  in  Holmes  v.  Jennison,  14  Pet.  538,  570,  571;  Story  Commentaries  on  the  Constitu- 
tion, 5th  ed.,  sec.  812,  913. 

*  Story  on  the  Constitution,  5th  ed.;  note  to  sec.  978. 

»  The  Federalist,  p.  41;  Richardson,  Messages  and  Papers  of  the  President,  vol.  2,  485,  568. 

'  Annals  of  Congress,  17th  Cong.,  1st  sess.,  vol.  2,  p.  1839;  Richardson  op.  cit,  vol.  2,  p.  165. 

'  Hamilton's  Works,  Lodge's  edition,  vol.  3,  294,  371,  372. 

8  Eliot's  Debates,  2d  ed.,  vol.  2,  431,  note. 

»  Story  on  the  Constitution,  vol.  1,  sees.  922  to  924;  see  also  Pomeroy  Introduction  to  Constitutional  Law, 
sees.  274,  275;  Hare,  American  Constitutional  Law,  p.  155;  Willoughby  on  the  Constitution  of  the  United 
States,  see.  269;  Burdick  on  the  American  Constitution,  sec.  77. 

">  U.  S.  V.  Bealty  Co.,  164  U.  S.  427. 

"  U.  S.  V.  Bmlty  Co.,  supra,  p.  441,  4. 

'2  In  1837  Congress,  finding  that  there  was  a  surplus,  appropriated  $20,000,000  to  be  paid  to  the  individual 
States  in  proportion  to  their  population;  Congress  made  a  second  appropriation  of  this  nature  in  1841. 

"  Orfiekl  Federal  Land  Grants  to  the  States,  pp.  37,  41,  48,  and  67,  the  acts  establishing  the  Bureau  of 
Animal  Husbandry,  Weather  Bureau,  Bureau  of  Plant  and  Industry,  Forest  Service,  Bureau  of  Soils, 
Bureau  of  Biological  Survey,  Bureau  of  Crop  Estimates,  etc. 

'<  The  Geological  Survey,  Bureau  of  Mines,  Department  of  Education,  Road  Building. 

15  Act  of  Feb.  12,  1794,  ch.  2. 

16  The  act  of  May  8,  1812,  ch.  79;  4  Eliot's  Debates,  240. 


1176 


ECONOMIC    SECURITY    ACT 


"needy  and  distressed  people";"'  it  has  appropriated  billions  for  the  setting  up 
of  a  Reconstruction  Finance  Corporation,"*  Home  Owners'  Loan  Corporation,'®' 
and  the  Federal  Housing  Corporation. 

None  of  the  enumerated  powers  would  justify  these  (purchase  of  Florida  from 
Spain,  Alaska  from  Russia)  expenditures.  Yet  surely  no  one  would  presume  to 
say  that  Congress  exceeded  its  power  in  making  the  Louisiana  purchase,  or  in 
setting  up  the  Geological  Survey,  which  has  increased  the  natural  resources,  or 
that  Congress  should  never  have  contributed  to  the  country's  educational  needs. 

It  is  thus  entirely  clear  that  wholly  without  regard  to  the  enumerated  powers, 
Congress  may  use  Federal  moiaeys  for  any  purpose  which  it  deems  will  accom- 
plish the  "general  welfare".  Surely  it  could  not  be  said  that  a  bill  which  will 
provide  a  system  of  unemployment  and  social  insurance  for  millions  of  unem- 
ployed, sick,  disabled,  and  aged,  is  less  for  the  "general  welfare"  than  any  of 
the  bills  which  have  just  been  mentioned.  If  Congress  passes  the  bill,  it  will 
thereby  declare  that,  in  its  judgment,  the  bill  is  for  the  "general  welfare"  and 
no  court  has  the  power  to  substitute  its  judgment  on  this  question  for  that  of 
Congress. 

The  fact  is  that  the  Supreme  Court  has  itself  stated  that  it  has  never  in  its 
entire  existence,  attempted  to  set  limitations  to  the  power  of  Congress  to  appro- 
priate moneys. 2'  On  the  contrary,  the  Supreme  Court  has  explicitlj'  declared 
that  the  exercise  of  the  appropriating  power  is  not  a  subject  for  judicial  con- 
sideration.22  The  Supreme  Court  has  appreciated  that  if  individual  taxpayers 
were  permitted  to  harass  and  obstruct  the  Federal  Government  with  questions 
as  to  the  propriety  of  national  expenditures,  that  this  would  render  unworkable 
the  whole  machinery  of  the  Federal  Government.  There  is  a  case  in  which  a 
taxpayer  tried  to  stop  the  Secretary  of  the  Treasury  from  paying  out  moneys 
for  the  construction  of  the  Panama  Canal. 2^  The  United  States  Supreme  Court 
declared  that  the  taxpayer  could  not  interfere.  The  Court  pointed  out  that  the 
taxpa3-er  could  not  show  any  "direct  injury",  since  he  could  not  point  to  any 
property  belonging  to  him  which  was  directly  affected  by  the  way  the  Federal 
Government  spent  its  money.  After  all,  the  money  in  the  United  States  Treasury 
appropriated,  might  very  well  be  interest  on  the  foreign  debts  or  the  proceeds 
of  the  sale  of  Government  property  and  no  taxpayer  could  point  to  any  specific 
tax  or  any  specific  moneys  paid  by  him  which  was  used  for  the  appropriation  in 
question.  The  United  States  Supi-eme  Court,  however,  went  much  further  than 
this  technical  argument  with  respect  to  the  matter  of  "direct  injury."  The 
Court  declared  explicitly  that  the  question  of  the  purpose  for  which  Congress 
may  use  moneys,  is  a  legislative  question,  not  a  judicial  one.  Thus,  the  United 
States  Supreme  Court  has  deemed  itself  to  be  without  power  to  pass  upon  the 
propriety  of  the  exercise  by  Congress  of  its  appropriating  power.2* 

Clearly,  the  bill  is  not  merely  a  wholly  constitutional  exercise  of  the  appro- 
priating power,  but  there  is  no  way  by  which  the  propriety  of  the  exercise  of  the 
appropriating  power  can  be  questioned. 

II.    THE   BILL  DOES   NOT   INVOLVE   ANY   UNCONSTITUTIONAL  DELEGATION  OF  LEGIS- 
LATIVE   POWER 

While  the  bill  does  indeed  invest  the  Secretary  of  Labor  with  large  discretion, 
this  does  not  render  the  bill  unconstitutional.  The  United  States  Supreme  Court 
has,  again  and  again,  sustained  delegations  of  power  to  the  President,  Cabinet 
officers,  and  commissions.  The  Court  has  recognized  that  Congress  might  very 
well  find  it  impossible  to  do  more  than  to  "lay  down  an  intelligible  principle  to 
which  the  person  or  body  administering  the  bill  is  directed  to  conform."  25  The 
Court  has  appreciated  the  practical  difficulty  of  fixing  precise  and  definite 
standards  in  advance  of  the  complex  contingencies  certain  to  arise  and  has 
recognized  that  Congress  might  "form  the  necessities  of  the  case,  be  compelled 
to  leave  to  the  executive  officers,  the  duty  of  bringing  about  the  result  pointed 
out  by  the  statute."  2»     Thus,  the  Tariff  Act  of  1922  was  held  constitutional, 

•'  Em-rgency  Relief  and  Construction  Act,  1932,  47  Stat.  709,  July  21,  1932,  c.  520. 

i«  Jan.  22,  1932,  c.  8,  47  Stat.  5. 

i»  June  13,  1933,  c.  64,  48  Stat.  128. 

»» National  Housing  Act,  No.  479,  73d  Congress,  .•approved  by  President,  June  27,  1934. 

•I  Mats.  V.  Mellon,  2G2  U.  S.  447,  487-8S;  in  Field  v.  Clark,  143  U.  S.  649,  U.  S.  v.  Realty  Co.,  supra,  and 
MaM.  V.  Mellon,  snpni,  the  Supreme  Court  refu.sed  to  pass  on  the  question  of  the  propriety  of  the  exercise 
of  thp  appropriating  powers. 

"  A/a.M.  V.  Mflloii.  supra. 

"  Wtlnon  V.  Shnir,  'JOl  U.  S.  24. 

14    \fn,.     1-       M.llnr,      Il-i/onni7      Khntlt      TT     .<?     V      P/>n//l/    (^H       Slinrft. 
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•although  it  vested  the  President  with  the  power  to  raise  or  lower  the  tariff  upon 
:any  imported  article  whenever  it  found  that  the  American  products  were  at  a 
-competitive  disadvantage  with  those  imported  from  abroad. ^^  A  much  broader 
power  was  held  to  have  been  constitutionally  delegated  to  the  Commissioner  of 
Internal  Revenue  by  the  Revenue  Acts  of  1918  and  1921,  which  authorized  the 
'Commissioner  to  adjust  the  rate  of  excess-profits  tax.  Again  an  act  of  Congress, 
which  gave  the  Secretary  of  the  Treasury,  on  the  recommendation  of  experts,  the 
power  to  fix  and  establish  standards  of  purity,  quality,  and  fitness  for  consumption 
of  certain  commodities  imported  into  the  United  States,  was  held  constitutional.^* 
In  the  recent  "hot  oil"  case  the  United  States  Supreme  Court  has,  it  is  true, 
declared  that  the  "hot  oil"  control  clause  of  the  N.  R.  A.  was  invalid  as  an  un- 
constitutional delegation  of  legislative  power.  But,  in  that  case,  no  "primary 
purpose"  or  "primary  standard"  was  clearly  stated.  The  legislation  there  con- 
sidered is  wholly  distinguishable  from  this  bill  for  here  a  primary  purpose  is  stated, 
,a,nd  it  is  clear  that  the  Secretary  of  Labor  is  not  invested  by  tlais  bill  with  any- 
thing more  than  a  properly  constitutional  "administrative  discretion".  Indeed, 
the  discretion  invested  in  the  Secretary  of  Labor  is  narrow,  for  thri  beneficiaries 
who  are  to  receive  the  compensation  are  named,  the  minimum  compensation  is 
prescribed,  the  maximum  compensation  is  ascertainable,  and  the  nature  of  the 
compensation  is  fixed.  Certainly  the  discretion  here  vested  in  the  Secretary  of 
Labor  is  far  less  wide  than  that  vested  in  the  Secretary  of  Agriculture  by  the 
Agricultural  Adjustment  Act  of  1933. ^^  In  the  latter  bill,  the  Secretary  of  Agri- 
culture was  granted  the  power  "to  provide  for  rental  or  benefit  payments  in  con- 
nection with  crop-reduction  in  such  amounts  as  the  Secretary  deems  fair  and 
-reasonable."  The  Congress  which  found  no  difficulty  in  regarding  the  Agricul- 
tural Adjustment  Act  as  a  constitutionally  proper  delegation  of  power,  can  cer- 
-tainly  find  no  constitutional  difficulty  on  this  score  with  this  bill. 

'III.    THE  ABSENCE  OF  AN  APPROPRIATION  OF  A  SPECIFIC  AMOUNT,  DOES  NOT  RENDER 
THE    BILL    UNCONSTITUTIONAL 

No  specific  amount  is  appropriated  by  this  bill.  But  this  does  not  render  the 
bill  unconstitutional.  For  general  indefinite  appropriations  are  common.  The 
-first  of  such  general  indefinite  appropriations  was  passed  when  Congress  directed 
that  all  expenses  accruing  and  necessary  for  the  maintenance  of  lighthouses  should 
be  paid  out  of  the  Treasury  of  the  United  States.  Since  then  hundreds  of  statutes 
containing  similar  indefinite  appropriations,  have  been  passed.  From  the  mo- 
ment the  bill  is  enacted,  this  general  appropriation  becomes  a  charge  upon  the 
Treasury  of  the  United  States. 

When  it  is  determined  that  any  individual  is  entitled  to  a  certain  amount  of 
'Compensation,  his  claim  is  a  claim  on  the  United  States,  to  be  honored  by  the 
Treasury  just  as  any  matured  bond  or  other  obligation  of  the  United  States  must 
be  honored.  Like  all  other  matured  claims  on  the  United  States,  these  claims 
for  compensation  when  fixed,  must  be  provided  for  as  a  part  of  the  Budget  of 
the  Federal  Government. 

JV.  THE  BILL  DEPRIVES  NO  ONE  OF  HIS  PROPERTY  WITHOUT  THE  "  DUE  PROCESS  OF 
law"   GUARANTEED  BY  THE  CONSTITUTION 

Unlike  all  other  unemployment  and  social  insurance  plans,  this  bill  does  not 
Involve  the  setting  up  of  "reserves"  created  by  enforced  contributions  by  em- 
ployers or  employees.  The  only  way  that  any  person  could  regard  himself  as  in 
anywise  deprived  of  property  for  the  purpose  of  financing  this  bill,  would  be  by 
regarding  this  bill  as  a  taxing  measure. 

The  bill  provides  that  "it  is  the  sense  of  Congress  that  if  any  further  taxation 
IS  necessary  to  provide  funds  for  the  purposes  of  this  act,  it  shall  be  levied  on 
inheritances,  gifts,  and  individual  and  corporation  incomes  of  $5,000  a  year  or 
over." 

Even  if  it  can  be  argued  that  this  is  a  taxing  measure,  the  bill  is  a  proper 
exercise  of  the  taxing  power  of  Congress.  Congress  has  the  power  under  the 
Constitution,  to  lay  taxes  for  the  "general  welfare",  subject  only  to  two  limita- 

"  Hampden  v.  U.  8,,  supra. 

28  Heiner  v.  Diamond  Alkali  Co.,  288  U.  S.  502. 

29  Buttfield  V.  Stranahan,  supra. 

8"  The  "hot  oil"  decision.  Sup.  Ct.  Rept.  but  see  Carpenter  on  the  "  Constitutionality  of  the  N.  R.  A.", 
Southern  California  Law  Review,  Jan.  1934,  p.  125;  Cheadle  on  the  "Delegation  of  Legislative  Function", 
.27  Yale  Law  Journal,  892. 

31  May  12,  1933,  c.  25,  48  Stat.  31. 

32  Act  of  Aug.  7,  1789,  c.  9,  1  Stat.  53. 

33  Introduction  to  hearings  before  the  Subcommittee  of  the  House  Committee  on  Appropriations  on 
S.  R.  9410,  73d  Congress,  2d  session. 
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tions.^*  In  the  case  of  duties,  imports  and  excises,  "this  must  be  uniform."  In 
the  case  of  direct  taxes,  thej'  must  be  apportioned  according  to  the  census. 
Neither  Hmitation,  however,  appUes  to  incomes,  gifts,  or  inheritances  since  the 
sixteenth  amendment.^^  Thus,  a  tax  levied  by  Congress  on  incomes,  inheritances 
and  gifts,  is  wholly  proper,  so  long  as  Congress  deems  it  to  be  for  the  "general 
welfare."  Once  Congress  has  levied  such  a  tax,  the  tax  cannot  be  assailed  by 
any  tax  payer,  since  the  courts  will  not  review  the  exercise  of  the  Congressional 
discretion  involved.     The  decision  of  Congress  is  thus  final. ^^ 

The  limitation  on  the  taxing  power  of  the  States,  "that  the  taxation  must  be 
for  a  public  purpose",  is  not  a  limitation  applicable  to  the  Federal  Government.^^ 
But  even  if  it  were,  clearly  the  purposes  for  which  funds  are  to  be  raised  by  tax- 
ation, and  to  be  spent  under  this  bill,  is  a  "public  purpose."  The  fact  that 
private  individuals  benefit,  does  not  alter  the  fact  that  it  is  to  the  public  interest 
that  these  private  individuals  receive  such  public  benefit.^s  Finally,  what  is  or 
is  not  a  "public  use"  or  purpose,  has  been  held  by  the  United  States  Supreme 
Court  to  be  a  question  concerning  which  the  legislative  authoritj^  is  best  able  to 
judge.^^  Just  as  in  the  case  of  the  exercise  of  the  appropriating  power,  so  in  the 
case  of  the  exercise  of  the  taxing  power,  where  the  tax  is  levied  on  incomes, 
inheritances  and  gifts,  the  tax  payer  is  wholly  without  remedy.  When  Congress 
determines  that  such  a  tax  is  for  the  "general  welfare",  its  decision  is  final  and 
cannot  be  constitutionally  assailed. 


v.   THIS  BILL  DOES  NOT  VIOLATE  THE   STATES     RIGHTS 

It  has  been  argued  that  this  bill  is  unconstitutional  on  the  ground  that  it 
involves  a  usurpation  of  the  rights  of  the  States.  This  argument  is  based  upon 
the  proposition  that  the  power  of  Congress  to  regulate  commerce  and  industry 
is  limited  to  the  "interstate  commerce  power"  and  that  any  regulation  by  the 
Federal  Government  of  intrastate  business  and  of  matters  "not  commerce",  is 
unconstitutional. 

This  argument  is  wholly  inapplicable  to  the  present  bill.  For  this  bill  is  not 
an  exercise  of  the  interstate  commerce  power;  it  is  an  exercise  of  the  appropriating 
power. 

This  bill  does  not  involve  any  regulation  of  intrastate  commerce  or  of  matters 
"not  commerce."  It  does  not  involve  the  setting  up  of  "reserves";  it  does  not 
set  up  such  business  relationships  as  might  possibly  be  involved  in  the  creation 
of  special  accounts  with  employers  or  employees,  based  on  their  contributions 
to  a  reserve  fund. 

The  bill  in  no  wise  interferes  with  the  conduct  of  anj^  intrastate  business.  It 
does  not  prohibit  the  transportation  of  any  product  by  intrastate  business  such 
as  was  held  invalid  in  the  child  labor  case.  The  bill  does  not  affect  the  liability 
of  employers  to  employees  in  intrastate  business  such  as  was  held  invalid  in  the 
employers'  liability  case.'*" 

The  bill  simply  sets  up  an  obligation  of  the  United  States  Government  to  pay 
out  of  the  United  States  Treasury  compensation  to  all  who  are  unemployed,  sick, 
disabled,  or  aged,  and  it  provides  for  the  governmental  machinery  for  the  proper 
disbursement  of  the  compensation.  The  Supreme  Court  has  explicitly  declared 
that  no  State  will  be  heard  to  complain  that  the  Federal  Government  is  invading 
State  rights  when  it  simply  exercises  its  appropriating  power. ^^ 

Even  if,  however,  this  exercise  of  the  appropriating  power,  should,  by  any 
stretch  of  the  imagination,  be  regarded  as  a  regulation  of  matters  "not  commerce" 
and  of  intrastate  commerce,  it  does  not  follow  that  the  plan  is  beyond  the  powers 
of  Congress.  For  it  is  the  present  doctrine  of  the  United  States  Supreme  Court 
that  Congress  has  the  power  to  regulate  intrastate  commerce  and  matters  that 
are  "not  commerce"  at  all,  provided  that  the  burdensome  character  of  these 
activities  on  interstate  commerce    is  clear  and  direct. '^     Thus  the  United  States 


3<  Hilton  V.  U.  S.,  3  Dall.  171:  Pollack  v.  Farm  Land  &  Trust  Co.,  158  U.  S.  601. 

w  The  16th  amendment  reads  as  follows:  "The  Congress  shull  have  power  to  lay  and  collect  taxes  on 
incomes,  from  whatever  source  derived,  without  apportionment  among  the  several  States,  and  without 
regard  to  any  census  or  enumeration." 

M  Pacific  Insurance  Co.  v.  Soule,  7  Wall.  433. 

"  Billings  v.  U.  S.,  2.32  U.  S.  261. 

"  Noble  Bank  v.  Haskell,  219  U.  S.  104;  Fallbrook  Irrigation  District  v.  Bradley,  164  U.  S.  112;  O'Neill  v. 
Learner,  2.39  U.  S.  244. 

"  Greene  v.  Frazier,  253  U.  S.  232. 

"  Child  Labor  case,  247  U.  S.  251. 

«'  First  Employers  Liability  case,  207  U.  S.  462. 

"  Mass  v.  Mellon,  supra. 

«3  Safety  Appliance  Act,  case  222  U.  S.  20:  Wisconsin  R.  R.  Com.  v.  C.  B.  6c  Q.  R.  R.  Co.,  257  U.  S.  65a- 
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Supreme  Court  has  held  the  Packers  and  Stock  Yard  Act  of  1921  constitutional, 
although  that  act  gave  the  Secretary  of  Agriculture  supervision  over  the  commis- 
sion men  and  livestock  dealers  in  the  stockyards  of  the  Nation  and  thu3  enabled 
the  Secretary  of  Agriculture  to  regulate  prices  and  practices  in  matters  wholly 
intrastate."  The  Court  appreciated  that  the  object  of  the  act  was  to  "free  and 
unburden"  the  flow  of  interstate  commerce.  Again,  in  another  case,  the  passen- 
ger rates  of  a  branch  line  of  a  railroad,  wholly  within  the  boundaries  of  a  single 
State  and  physically  detached  from  the  interstate  lines  of  the  same  railroad,  were 
held  constitutionally  subject  to  the  control  of  the  Interstate  Commerce  Commis- 
sion, by  reason  of  the  effect  of  the  intrastate  rates  on  interstate  rates  and  inter- 
state business. ^^  The  Court  has  again  and  again  regarded  similar  acts  as  a  proper 
exercise  of  the  "interstate  commerce  power. "^^ 

Certainly,  it  must  be  clear,  that  Congress  in  1933  and  1934  has  proceeded 
upon  the  constitutional  theory  that  it  lies  within  the  province  of  the  Federal 
Government  to  prevent  practices  which  deter  the  free  flow  of  interstate  com- 
merce and  to  promote  practices  which  stimulate  interstate  commerce.*^  The 
Congress  which  passed  the  Agricultural  Adjustment  Act  of  1933.  declared  that 
the  loss  of  the  purchasing  power  of  the  farmers  endangered  the  entire  economic 
structure  of  the  Nation. *8  Xhe  mechanism  set  up  by  that  act  was  conceived 
as  a  device  to  restore  purchasing  power.  Certainly  the  workers'  bill  is  similarly 
an  effort  to  remove  obstacles  to  the  free  flow  of  interstate  commerce.  Clearly 
it  provides  for  the  "general  welfare"  much  more  directly  than  the  N.  R.  A., 
the  A.  A.  A.,  the  P.  W.  A.,  and  the  other  emergency  acts  which  Congress  has 
enacted  during  the  Roosevelt  administration. 

This  bill  is  an  effort  to  deal  with  the  same  problem,  the  crisis  in  the  purchasing 
power  of  the  people  of  the  United  States.  The  basic  conception  of  this  bill  is- 
that  the  millions  of  workers  and  farmers  througho\it  the  United  States  who  are 
unemployed,  sick,  disabled,  and  aged,  lack  purchasing  power  and  that  the 
soundest  way  to  restore  that  purchasing  power  is  to  give  them  money,  but  not 
to  give  them  money  by  way  of  charity  or  relief,  but  to  give  them  money  as  of 
right,  as  a  compensation  for  a  disability  which  they  suffer,  due  to  no  fault  of 
their  own  and  clue  to  the  operation  of  social  forces.  The  basic  idea  of  this  bill 
thus  is  that  funds  should  be  given  to  create  purchasing  power  for  the  masses  who 
must  spend  the  money  for  the  necessities  of  life  and  who,  in  spending  the  money 
for  these  necessities,  will  thereby  remove  obstructions  to  the  free  flow  of  inter- 
state commerce. 

Furthermore,  a  consideration  of  the  advantages  of  the  Federal  as  against  State 
or  Federal-State  social-insurance  S5'stems,  will  show  the  "administrative 
necessity"  of  a  Federal  system.  The  vast  growth  of  American  industry  spanning 
the  entire  continent  and  the  development  of  a  national  economy  that  is  inter- 
connected and  interdependent,  has  coinpletely  transformed  the  Nation  which  was 
the  subject  of  the  Constitution.  For  most  purposes  of  business  and  commerce, 
State  boundaries  have  ceased  to  exist.  The  existence  of  48  governmental 
systems  endeavoring  to  solve  problems  essentially  national  in  scope  in  48  different 
ways,  has  created  stupendous  contradictions  and  difficulties.  The  lack  of  pur- 
chasing power  of  the  unemployed,  sick,  disabled,  and  aged  is  a  national  phenom- 
enon, national  in  scope;  its  causes  are  bound  up  with  the  causes  of  the  national 
economic  crisis. 

Finally,  the  Federal  sj'stem  is  the  only  feasible  one,  because  it  is  only  the 
Nation  which  can  deal  with  the  problem  as  it  must  be  dealt  with.  The  problem 
of  unemployment  is  a  problem  of  mass  unemployment,  with  millions  out  of  work. 
The  loss  in  purchasing  power  of  the  unemployed,  the  sick,  the  disabled,  and  the 
aged,  runs  into  billions  of  dollars.  Only  the  Federal  Government,  with  its  vast 
resources  and  imponderable  taxing  power,  can  provide  the  means  to  meet  a 
problem  of  such  magnitude.  Many  of  the  States  simply  do  not  have  adequate 
financial  resources  or  adequate  taxing  power,  but  their  unemployed  need  com- 
pensation no  less  than  the  unemployed  of  the  wealthier  States.  And  it  is 
equitable  that  the  wealthier  States  should  contribute  to  the  support  and  mainte- 
nance of  the  human  beings  in  the  poorer  States,  from  which  the  income  may  very 
well  have  been  withdrawn.  The  incomes  and  inheritances  earned  or  created  by 
Nation-wide  industry  are,  as  a  practical  matter,  largely  beyond  the  taxing  power 
of  any  but  the  one  State  where  the  income  is  received,  or  in  the  case  of  inheritances,, 

"  Stafford  v.  Wallace,  supra. 

<'  Colorado  v.  U.  S.,  supra. 

'6  Cases  cited  under  note  43. 

«  See  Declaration  of  Policy,  National  Industrial  Recovery  Act,  June  16,  1933,  c.  90,  48  Stat.  195. 

«  See  Declaration  of  Policy,  National  Industrial  Recovery  Act,  June  16,  1933,  c.  90,  48  Stat.  195. 
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where  the  deceased  had  his  home  at  the  time  of  his  death.  Only  the  Federal 
Government  can  effectively  distribute  the  burden,  because  only  it  can  effectively 
reach  incomes  and  inheritances  and  make  them  available  for  the  people  of  all 
States. 

We  must  remember  that  the  bill  here  considered  does  not  depend  for  its  con- 
stitutionality on  any  consideration  of  the  "interstate  commerce  power",  upon 
the  argument  that  the  regulation  of  intrastate  business  is  necessary  because  of  its 
effect  on  interstate  business.  In  this  respect,  this  bill  rests  on  a  far  sounder  con- 
stitutional basis  than  do  the  N.  R.  A.  and  the  A.  A.  A.  Those  acts  stand  or  fall, 
depending  upon  the  extent  to  which  the  interstate  commerce  power  can  be  prop- 
erly exercised.  But  this  bill  is  merely  an  exercise  of  the  appropriating  power. 
It  Vests  upon  the  same  constitutional  basis  as  do  the  Reconstruction  Finance 
Corporation  Act  and  Home  Owners'  Loan  Corporation  Act,  which  involve  merely 
an  exercise  of  the  power  of  Congress  to  spend  Federal  moneys. 

The  Reconstruction  Finance  Corporation  Act,  the  Home  Owners'  Loan  Cor- 
poration Act,  and,  indeed,  the  bulk  of  the  national  em.ergency  legislation  which 
lias  l)een  enacted  during  the  Hoover  and  Roosevelt  administrations,  involve  an 
understanding  of  the  national  character  of  our  problems.  Furthermore,  they 
indicate  an  appreciation  of  the  inadequacy  and  the  cumbersomeness  of  the  Federal 
subsidv  svstem.  These  acts  all  provide  for  direct  aid  to  persons,  firms,  and  cor- 
porations' in  the  States.  The  Reconstruction  Finance  Corporation  supplies 
Federal  moneys  direct  to  bankers  throughout  the  country. 

The  Home  Owners'  Loan  Corporation  supplies  Federal  moneys  direct  to  mort- 
gagees throughout. the  country.  There  is  no  sensible  reason  why  the  congres- 
sional understanding  of  the  national  character  of  our  economic  problems,  equal 
to  the  task  of  applying  this  understanding  to  bankers  and  mortgagees  throughout 
the  country,  should  fail  to  apply  it  to  these  who  are  neither  bankers  nor  mortgagees. 

Bankers'  relief  and  mortgagees'  relief  have  all  l)een  envisaged  as  Federal 
problems,  requiring  Federal  solution.  The  unemployment  and  social  insurance 
problems  are  even  more  clearly  Federal  problems.  They  require  a  similar  national 
solution. 

The  Congress  which  passed  the  Reconstruction  Finance  Corporation  Act, 
apparently,  was  convinced  that  it  was  for  the  "general  welfare",  that  the  banks 
in  this  countrv  should  be  given  money  out  of  the  Treasury  of  the  United  States, 
so  that  the  banks  could  stay  in  business.  The  Congress  which  passed  the  Home 
Owners'  Loan  Corporation  Act,  apparently,  was  convinced  that  it  was  for  the 
"general  welfare",  that  individuals  and  corporations  owning  mortgages  affecting 
real  estate,  who  were  totally  unable  to  liquidate  them,  should  be  given  bonds  of 
the  United  States  in  payment  for  their  mortgages.  When  Congress  passes  this 
bill,  it  will  at  last  have  realized  that  it  is  for  the  "general  welfare"  that  all  human 
beings  in  the  United  States  who,  through  no  fault  of  their  own,  are  unable  to 
earn  the  necessities  of  life,  should  receive  money  so  that  they  may  purchase  the 
necessities  of  life  and,  in  so  doing,  maintain  not  only  their  very  lives,  but  the 
economical  life  of  this  country. 

The  bill,  in  view  of  the  foregoing  considerations  is  clearly  consitutional. 

The  Chairman.  The  next  witness  is  Mr.  Weinstock. 

Mr.  David  Gordon.  I  am  appealing  in  behalf  of  Mr.  Weinstock. 

STATEMENT  OF  DAVID  GORDON,  NEW  YORK  CITY,  REPRESENTING 
THE  COMMITTEE  FOR  UNEMPLOYMENT  INSURANCE 

Mr.  Gordon.  I  am  representing  the  orgajiization  of  Mr.  Weinstock. 
I  represent  the  American  Federation  of  Labor  trade-union  committee. 
I  am  the  secretary  of  the  New  York  Federation  of  Labor  trade-union 
conmiittee.  I  represent  the  wish  for  unemploN'inent  insurance  of  my 
own  local  union,  Local  107,  of  the  A.  F.  of  L. 

To  those  who  question  our  authority,  we  need  say  but  one  word. 
The  movement  of  the  A.  F.  of  L.  trade-union  committee  of  the  United 
States  is  the  one  which  has  focused  the  attention  of  the  membership 
towards  genuine  unemployment  insurance  against  such  quack 
remedies  as  the  Wagner-Lewis  bill,  one  sponsored  by  the  A.  F.  of  L, 

.r>V.;«fc.  TVin    ciinnnrf     +bof     n^^r     rr>s:nlntinn«5    find     motions    rPCfiived    in 
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favor  of  the  provisions  outlined  in  the  workers'  unemployment  and 
social  insurance  bill  introduced  as  H.  R.  2827,  by  Congressman 
Ernest  Lundeen,  and  against  the  Wagner-Lewis  bill,  at  once  estab- 
lishes our  authority  to  speak  for  the  tremendous  forward  march  in 
progressive  economic  legislation  consciously  supported  by  a  million 
A.  F.  of  L.  members.  However,  it  is  sufficient  to  take  cognizance 
of  the  fact  that  some  one  million  organized  men  and  women  support 
the  Lundeen  measure  and,  by  this  very  act,  categorically  reject  the 
Wagner-Lewis  bill. 

We  offer  to  your  committee  here  at  this  point  a  partial  list  of 
organizations  affiliated  to  the  A.  F.  of  L.  which  endorse  the  Lundeen 
bill,  H.R.  2827. 

Why  do  we  oppose  the  Wagner-Lewis  bUl?  The  Wagner-Lewis  bill 
in  every  one  of  its  measures  is  directly  antagonistic  to  a  real  plan  for 
unemployment  insurance.  President  Roosevelt  in  his  message  ta 
Congress  on  the  security  program  lays  down  the  principle  that  the 
funds  must  not  come  from  the  proceeds  of  general  ta.xation,  that  the 
system  should  be  "self-sustaining."  In  simple  language  this  means, 
the  imposition  of  the  burden  of  the  insm-ance  on  those  who  are  ta 
receive  it.  It  seems  that  the  workers  will  be  compelled  to  sustain 
the  system.  A  tax  on  pay  rolls  will  be  passed  off  on  the  consumers  to 
sustain  the  system.  A  tax  on  pay  rolls  will  be  passed  off  on  the  con- 
sumers who  are  also  the  workers.  Whether  directly  or  indirectly  the 
workers  will  pay  through  higher  prices  or  wage  cuts.  It  means  new 
and  added  burdens  to  those  who  are  employed  at  wages  already  cut 
far  below  the  workers'  needs. 

We  are  opposed  to  the  method  of  voluntary  State  insurance  plans 
which  is  part  of  the  Wagner-Lewis  bill  and  of  the  Roosevelt  program. 
We  have  seen  how  this  has  worked  out  in  other  legislation  affecting; 
the  workers. 

Our  experience  with  so-called  "welfare  legislation"  has  taught  us 
that  the  method  of  enactment  of  legislation,  State  by  State,  only 
serves  to  discriminate  against  large  sections  of  workers.  There  is, 
for  example,  the  Workmen's  Compensation  Act.  The  first  State  law 
for  workmen's  compensation  was  passed  in  1911 .  It  is  now  more  than 
25  years  that  worknien's  compensation  legislation  has  been  discussed 
in  the  United  States.  In  1934  there  were  still  four  States  that  had 
no  accident-compensation  laws  (Arkansas,  Mississippi,  Florida,  and 
South  Carolina).  It  would  take  a  half  a  century  before  the  country 
as  a  whole  would  adopt  unemployment  insurance  measures.  It  is 
estimated  that  at  least  7  million  workers  are  debarred  from  work- 
men's compensation  because  they  belong  in  the  categories  of  railroad 
workers,  farm  laborers,  and  workers  in  small  shops  who  are  excluded 
from  the  State  laws.  The  same  experience  can  be  recorded  in  the 
history  of  old-age  legislation,  which  was  raised  in  the  United  States 
in  1911.  In  the  past  24  years  only  24  States  have  passed  this  legis- 
lation. 

Wliat  kind  of  economic  security  does  the  Roosevelt  program  pro- 
vide? The  W^agner-Lewis  bill  makes  no  mention  of  the  amount  or 
the  period  of  insurance.  The  unemployment  workers  will  not  be 
satisfied  with  the  kind  of  "security  "  which  offers  them  a  small  amount 
of  benefit  for  a  short  period  after  which  they  must  be  forced  on  relief 
rolls  again.  Government  spokesmen  franldy  admit  that  the  tax  on 
pay  rolls  will  be  made  with  the  understanding  that  a  waiting  period 
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of  4  weeks  will  bo  established  before  payments  be^in,  that  benefits 
will  last  for  no  more  than  15  weeks  at  50  percent  of  the  normal  wage, 
but  no  more  than  $15,  and  after  15  weeks  the  workers  lose  their 
so-called  "security".  By  no  stretch  of  the  imagination  would  this 
be  considered  a  bill  for  "social  security."  On  the  contrary  it  is  a 
program  of  continued  insecurity. 

The  incompetence  of  the  A.  F.  of  L.  executive  council  with  refer- 
ence to  proposing  unemployment  legislation  of  benefit  to  labor, 
organized  and  unorganized,  is  evident.  The  executive  council  has 
blundered  into  scheme  after  scheme,  supporting  one  and  another  at 
different  times,  but  always  v.-as  in  opposition  to  the  growing  demand 
for  the  w^orkers'  unemployment  insurance  bill. 

Mr.  Lewis  L.  Lovvin,  in  his  study  called  "The  American  Federation 
of  Labor"  (Brookings  Institute,  pp.  292  and  294),  interestingly 
describes  the  shifting  policy  of  the  executive  council  on  imemploy- 
nient  insurance. 

The  executive  council  was  against  unemployment  insurance.  It 
was  declared  an  added  chain  of  the  slavery  of  labor  to  capital — in 
effect,  if  not  in  such  terms.  Mr.  Lowin  then  indicates  the  surging 
tide  for  unemployment  insurance  rising  from  the  ranks  which  com- 
pelled a  study  of  "the  problem  in  1931.  Finally,  in  1932  the  executive 
council  formulated  a  program  m  support  of  State  insurance  schemes. 

In  1933  the  executive  council  fully  endorsed  the  Wagner-Lewis  bill. 
Today,  William  Green  declares  that  there  are  no  unemployment  insur- 
ance measures  before  congressional  bodies  which  answer  labor's  needs 
or  which  deserve  labor's  support.  This  is  a  sign  of  sheer  intellectual 
bankruptcy,  the  expression  of  harmful  pessimism.  It  is,  in  effect,  an 
assertion  that  labor  is  unable  to  think  or  to  analyze  its  problems. 
The  declaration  of  Mr.  Green  tends  only  to  discredit  the  labor 
movement. 

But  this  cannot  succeed.  I  wish  here  to  state  that  the  zigzag 
policies  of  Mr.  Green  and  the  executive  council  are  not  the  policies 
of  the  membership  of  the  American  Federation  of  Labor.  I  \yill 
submit  excerpts  from  the  proceedings  of  the  A.  F.  of  L.  convention 
since  1908  to  corroborate  this  assertion. 

We  maintain  that  if  it  is  possible  for  Congress' of  the  United  States 
to  give  millions  of  dollars  to  moribund  banks  and  collapsing  indus- 
tries, it  is  equally  within  the  power  to  provide  funds  for  the  millions  of 
unemployed  without  compelling  the  workers  to  bear  the  costs  of 
unemployment  insurance. 

We  believe  that  the  workers  whose  labor  has  built  up  the  power 
and  wealth  of  this  country  should  be  treated  at  least  equally  w^ith  the 
banks  and  industries,  and  that  Congress  should  appropriate  funds 
based  on  the  taxation  of  higher  incomes  of  over  $5,000  to  provide 
sufficient  funds  for  the  maintenance  of  all  unemployed  workers  in  the 
United  States  adequately,  as  provided  in  the  Lundeen  bill. 

Social  insurance  is  a  vital  necessity  to  the  toiling  population.  But 
it  must  be  the  kind  of  social  insurance  that  will  guarantee  every  man 
wttmnn,  and  child  who  is  today  deprived  of  the  necessities  of  life, 
because  he  has  been  denied  the  right  to  work,  a  decent  adequate  stand 
ard  of  living.  It  must  protect  the  standards  of  the  employed;  it  must 
offer  security  j^gainst  illiness  and  old  age,  and  agahist  a  condition 
where  millions  of  children  are  undernourished  and  starving;  where 
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evictions  and  lack  of  shelter;  and  where  there  is  misery  and  grim 
suffering  of  millions  in  the  midst  of  plenty. 

It  is  our  opinion  that  it  is  possible  for  the  richest  country  in  the 
world  to  provide  an  adequate  system  of  unemoloyment  insurance. 
We  disagree  with  the  President  when  he  maintains  that  "it  is  over- 
whelmingly important  to  avoid  the  danger  of  permanently  discredit- 
ing the  sound  and  necessary  policy  of  Federal  legislation  for  economic 
security  of  attemptmg  to  apply  it  on  too  ambitious  a  scale." 

This  in  our  opinion  smacks  too  much  of  protection  of  the  rich  in 
the  name  of  caution  against  an  "ambitious  program."  It  has  been 
widely  publicized  in  the  press  that  the  higher  incomes  have  not 
suffered  seriously  during  the  crisis.  The  Bureau  of  Internl 
Revenue  in  a  prehminary  study,  made  public  in  the  New  York  Times 
of  December  10,  1934,  showed  that  the  net  income  of  corporations 
increased  $654,502,697  or  35.35  percent  in  1933  over  the  previous 
year,  while  net  incomes  in  the  lower  brackets  dropped.  The  Times 
report  pointed  out  that— 

the  number  of  individuals  who  received  incomes  of  under  $25,000  and  the  total 
of  net  income  they  reported  dropped  below  the  1932  level,  while  the  number  and 
total  net  income  in  the  classes  from  $25,000  upward  increased.  Those  receiving 
incomes  of  $1,000,000  or  more  increased  from  20  to  46,  and  the  net  income  they 
reported  rose  to  $81,558,532,  compared  with  $35,239,556  for  1932. 

Furthermore,  profits  have  not  suffered.  Industrial  profits  for  the 
first  9  months  of  1934  were  70  percent  greater  than  in  the  correspond- 
ing period  last  year,  according  to  the  Federal  Reserve  Board  report. 

These  are  but  a  few  indications  of  the  ability  of  the  country  to 
provide  a  decent  and  adequate  system  of  unemployment  insurance. 

We  favor  the  Lundeen  bill  because  it  provides  for  the  basic  needs 
of  the  unemployed  more  than  any  other  measure  thus  far  presented. 
First,  the  Lundeen  bill  covers  all  the  present  unemployed,  and  does 
not  discriminate  against  any  section  of  the  toiling  population.  Ade- 
quate unemployment  insurance  for  all  the  present  unemployed  will 
assure  protection  to  the  millions  of  starving  men,  women,  and  children 
now  living  in  want.  The  Lundeen  bill  provides  an  adequate  amount 
of  weekly  compensation  to  cover  the  entire  period  of  unemployment. 
It  calls  for  a  Federal  plan  to  go  into  effect  in  all  States  uniformly  and 
immediately.  It  provides  funds  out  of  the  income  of  the  wealthy, 
of  those  whose  millions  have  increased  while  millions  of  men,  women, 
and  children  have  gone  without  food  and  shelter.  It  provides  for 
taxation  out  of  the  income  of  the  higher  brackets.  It  provides  for 
the  return  to  the  working  population  of  some  of  the  earnings  of 
which  they  were  cheated  when  employed  through  low  wages  and 
speed-up.  We  believe  this  is  not  only  just  but  that  it  is  the  only 
way  in  which  the  expense  of  unemployment  insurance  shall  be  met. 

During  the  6-year  period  of  economic  crisis,  a  period  of  the  greatest 
unemployment  ever  experienced  in  America,  every  section  of  the 
working  population  has  felt  the  long  hands  of  poverty  and  hunger. 
Even  the  more  highly  paid  workers,  members  of  the  American 
Federation  of  Labor,  have  not  been  exempt  from  the  tremendous 
misery  and  suffering,  the  horror  of  insecurity  which  the  working 
population  has  had  to  endure. 

The  rank  and  file  in  the  A.  F.  of  L.  have  seen  their  union  standards 
of  wages  and  hours  wiped  out,  after  years  of  struggle  to  raise  them, 
during  this  crisis.     They  are  today,  side  by  side  with  the  rest  of  the 
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working  population,  recipients  of  charity.  They  stand  in  the  bread- 
lines, their  children  are  sent  to  C.  C.  C.  camps,  and  their  meager 
savings  have  been  consumed. 

Today  there  are  over  33  percent  of  the  "gainfully  occupied" 
persons  in  this  country  without  jobs,  a  total  of  more  than  17  million 
men,  women,  and  young  workers.  These  figures  include  the  \yorkers 
employed  temporarily  on  relief  jobs  in  Federal  emergency  projects,  a 
total  of  2,850,000.  Even  with  this  figure  subtracted,  there  remain 
over  14,300,000  jobless  in  the  United  States.  The  figures  show  an 
increase  of  800,000  over  the  revised  figure  for  November  1933. 
Even  the  more  conservative  figures  of  the  American  Federation  of 
Labor,  as  printed  in  the  January  issue  of  the  American  Federationist, 
estimate  a  total  of  more  than  11,000,000  unemployed,  and  this 
figure  excludes  the  unemployed  on  temporary  emergency  work. 

^  According  to  the  Federal  Emergency  Relief  Administration,  there 
are  more  than  19,000,000  persons  who  must  depend  for  their  means 
of  subsistence  on  public  relief.  There  are  millions  more  who  are  not 
yet  on  rehef  but  for  whom  the  possibilities  of  employment  are  so 
meager  that  they  will  be  compelled  to  resort  to  relief  in  order  to  live. 
Over  15  percent  of  the  entire  population  of  the  country  must  depend 
for  their  food,  lodging,  clothing,  and  other  necessities  of  Hfe  on  the 
inadequate  relief  handouts  of  the  existing  agencies. 

Such  large  numbers  of  unemployed  dependent  on  miserable 
amounts  of  relief  for  subsistence  has  not  only  meant  the  plunging 
of  masses  of  the  working  population  into  hitherto  unknown  hard- 
ships, but  it  has  served  to  depress  the  standard  of  living  of  the 
working  class  as  a  whole. 

We  have  only  to  quote  to  you  the  loss  in  members  of  various 
internationals  as  recorded  in  the  executive  council  report  of  the 
fifty-fourth  convention  of  the  A.  F.  of  L.  to  demonstrate  the  correct- 
ness of  our  statement.  In  1929  the  United  Mine  Workers  of  America 
had  a  membership  of  400,000.  Today,  despite  a  wave  of  organization 
since  1933,  there  are  100,000  fewer  members  in  the  miners'  organiza- 
tion. In  the  Painters'  Brotherhood,  a  membership  of  110,000  in 
1928,  the  membership  was  reduced  to  57,800  in  1934.  The  carpenters' 
unions  had  332,000  members  in  1928,  and  in  1934  they  had  200,000. 
The  Electrical  Workers  had  142,000  in  1929,  and  today  they  have 
113,500.  The  Seamen's  Union  declined  from  15,000  members  to 
5,000.  I  present  herewith  a  complete  list  of  the  international  unions- 
which  have  declined  in  membership  since  1929. 

(The  list  referred  to  by  Mr.  Gordon  is  as  follows:) 
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A  list  of  international  unions — American  Federation  of  Labor — showing  decline 
in  membership  from  1929  to  1934 

[Executive  council  American  Federation  of  Labor  report  submitted  to  fifty-fourth  annual  convention] 


1929 


Bricklayers,  Masons  &  Plasterers'  International  Union  Association 

Carpenters  and  Joiners,  United  Brotharhood  of 

Electrical  Workers,  International  Brotherhood 

Hod  Carriers  and  Common  Laborers 

Painters  of  America,  Brotherhood  of 

Plasterers'  Intl.  Assn.  of  U.  S.  &  C.  Oper 

Mine  Workers  of  America,  United 

Printing  Pressmen,  International 

Boot  and  Shoe  Workers'  Union 

Carmen  of  A.  Bro.  Railway 

Cigar  Makers'  Intl.  Union 

Lathers  Intl.  Union  of  W.  W.  of  Metal 

Molders  Union  of  North  America 

Taylors  Union  of  North  A.  Journeymen 

Upholsterers,  International  Union  of 

Actors,  Associated  and  Artists  of  Art 


90,  000 

45, 800 

322,  000 

200,  000 

142,  000 

113,500 

91,  700 

44,  200 

108, 100 

57, 800 

39,  200 

18, 000 

400, 000 

300, 000 

40, 000 

32, 000 

32, 400 

19,  200 

80,  000 

55, 000 

17, 000 

7,000 

IG,  500 

8,100 

23,  700 

8,800 

6,800 

2,600 

10,  700 

6,500 

11,  500 

3,100 

In  conclusion,  I  wish  to  say  that  the  executive  council  of  the  Ameri- 
can Federation  of  Labor,  due  to  its  zigzag  policies,  is  now^  faced  with 
a  very  serious  situation.  Their  opposition  to  a  genuine  unemploy- 
ment-insurance system,  their  approval  of  all  kinds  of  schemes  which 
would  not  benefit  the  workers,  has  created  a  real  gap  between  the 
membership  and  leadership  of  the  American  Federation  of  Labor. 

The  rank  and  file  very  often  have  had  to  take  matters  into  their 
own  hands  in  order  to  correct  and  remedy  the  situation  they  faced. 
The  general  strike  in  San  Francisco  was  a  warning  to  the  executive 
council  and  to  the  employers,  and  it  demonstrated  that  the  workers 
will  not  stand  by  passively  and  permit  their  standards  of  living  to  be 
lowered,  their  wages  cut,  and  conditions  reduced.  The  general  strike 
in  textile  and  hundreds  of  other  strikes,  none  of  them  approved  or 
endorsed  by  the  executive  council  or  by  the  international  officials, 
indicates  the  brewing  revolt  of  the  membership  and  the  deep  dis- 
satisfaction with  the  present  administration  and  with  the  policies  of 
the  National  Recovery  Administration. 

After  6  years  of  unemployment,  misery,  and  starvation,  the  workers 
in  this  country  w-ill  not  stand  idly  by,  while  their  children  and  their 
families  are  starving.  Organized  labor  has  other  means  besides 
petitioning  Congress  or  State  legislatures  to  force  the  administration 
to  adopt  an  adequate  system  of  social  and  unemployment  insurance. 
This  is  not  a  tlu-eat  but  it  is  a  warning.  We  are  tired  of  waiting  and 
are  fed  up  with  promises. 

The  responsibility  rests  upon  the  administration  and  upon  the 
owners  of  wealth  and  industry.  Labor  will  not  starve.  We  will 
fight.  Organized  labor  will  join  together  with  the  millions  of  unor- 
ganized, with  the  impoverished  farmers,  white-collar  workers,  and  all 
others  who  believe  in  the  right  to  live  like  decent  human  beings. 

We  earnestly  request  the  Senate  Finance  Committee  to  bring  a 
favorable  report  on  tliis  bill  to  the  Senate  and  to  impress  upon  the 
other  Members  of  Congress  the  need  for  passing  this  measure  and  to 
categorically  reject  the  Wagner-Lewis  bill. 

The  American  Federation  of  Labor  Trade  Union  Committee  for 
Unemployment  Insurance  and  Relief  speaking  in  behalf  of  nearly 
1,000,000  w^orkers  in  the  American  Federation  of  Labor  declares  that 
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it  rejects  the  Wa^ner-Lcwis  bill  in  toto  and  further  declares  that  the 
only  plan  worthy  of  the  name  of  a  social  security  plan  is  that  em- 
bodied in  the  Lundeen  bill  (H.  R.  2827),  which  is  the  only  bill  that 
provides  for  the  workers'  needs.  This  bill  calls  for  immediate  pay- 
ment of  benefits  to  all  unemployed  during  every  week  that  a  worker 
is  jobless  and  to  the  extent  of  his  average  weekly  wages,  but  no  less 
than  $10  a  week  and  $3  for  each  dependent.  This  can  honestly  be 
called  a  security  standard. 

International  unions  of  the  American  Federation  of  Labor. — Amalgamated 
Association  of  Iron,  Steel,  and  Tin  Workers  of  America;  United  Textile  Work- 
ers of  America;  International  Molders'  Union;  Mine,  MiU,  and  Smelter  Workers 
Union;  Full  Fashioned  Hosiery  Workers  of  America. 

State  federations  of  labor  of  American  Federation  of  Labor. — State  Federa- 
tions of  Labor  of  Arkansas,  Iowa,  Montana,  Colorado,  Rhode  Island,  Wisconsin, 
and  Nebraska. 

Central  labor  unions. — Kalamazoo  Federation  of  Labor,  Kalamazoo,  Mich.; 
Trades  and  Labor  Assembly,  Sioux  City,  Iowa;  Central  Labor  Union,  Lincoln, 
Nebr. ;  Schenectady  Trades  Assembly,  Schenectady,  N.  Y.;  Trades  Assembly, 
Bradford,  Pa.;  New  Kensington  Central  Labor  Council,  New  Kensington,  Pa.; 
Central  Labor  Council,  Jeanette,  Pa.;  Federation  of  Labor,  Pittsburgh  (Hazel- 
wood),  Pa.;  Federated  Trades  Council,  Reading,  Pa.;  Jamestown  Central  Labor 
Council,  Jamestown,  N.  Y.;  Central  Trades  Council,  Spokane,  Wash;  Central 
Labor  Union,  Essex  County,  Newark,  N.  J.;  Central  Body,  Clifton,  N.  J.; 
Central  Body,  Linden,  N.  J.;  Great  Falls  Central  Trades  Council,  Great  Falls, 
Mont.;  Central  Labor  Union,  Danbury,  Conn.;  Salt  Lake  City  Federation, 
Salt  Lake  City,  Utah;  City  Central  Body,  Providence,  R.  I.;  Federated  Trades 
and  Labor  Council,  San  Diego,  Calif.;  Central  Labor  Council,  St.  Louis,  Mo.; 
Trades  Labor  Council,  Racine,  Wis.;  Central  Labor  Union,  Atlantic  City,  N.  J. 

District  councils. — Painters  District  Council,  Newark,  N.  J.;  Painters  Dis- 
trict Council,  36,  Los  Angeles,  Calif.;  Carpenters  (Hudson  County),  Jersey 
City,  N.  J.;  Painters  District  Council,  Kansas  City,  Mo.;  Carpenters  District 
Council,  Kansas  City,  Mo.;  Painters  District  Council,  21,  Philadelphia,  Pa.; 
Painters  District  Council,  28,  Jamaica,  N.  Y.;  Full  Fashioned  Hosiery  Work- 
ers, New  York  and  New  Jersey. 

International  Association  of  Heat  and  Frost  Insulators  and  Asbestos  Work- 
ers, Local  31,  Providence,  R.  I.;  Local  25,  Detroit,  Mich. 

Aeronautical  Workers,  Federal  Labor  Local  18286,  Buffalo,  N.  Y. 

Automobile  Workers,  Federal  Labor  Local  18614,  Cleveland,  Ohio;  Buick 
Local,  Flint,  Mich.;  Hudson  Local  18312,  Detroit,  Mich.;  Ternstead  Local, 
Detroit,  Mich. 

Brotherhood  of  Railway  Clerks,  Local  611,  Columbus,  Ohio;  Local  257,  St. 
Paul,  Mich. 

Damp  and  Waterproof  Workers  Association,  United  Slate,  Tile,  and  Compo- 
sition Roofers,  Local  80,  Great  Falls,  Mont.;  Local  4,  Newark,  N.  J.;  Local  55, 
Denver,  Colo. 

Railwaymen's  Union  Local  823,  New  York,  N.  Y. 

Riggers,  Machine  Movers  Local  170,  New  York,  N.  Y. 

Umbrella  Makers  Union  Local,  Rand  School,  New  York,  N.  Y. 

Dyers  and  Mercerizers  Local  702,  Philadelphia,  Pa. 

Boot  and  Shoe  Workers  Union  Local  613,  Huntington,  W.  Va. 

Bartenders  Union  Local  485,  Spokane,  Wash. 

Brewer}'  Workers  Union  Local,  Tacoma,  Wash. 

Long.shoremen's  Union  Locals  38  and  12,  Seattle,  Wash. 

Paper  Plate  and  Bag  Makers  Union  Local  107,  New  York,  N.  Y. 

Pocketbook  Workers  Union  Local,  New  York,  N.  Y. 

Druggists  Union  Local,  Philadelphia,  Pa. 

Full  Fashioned  Hosiery  Workers,  Local  4,  Langhorn,  Pa. 

Knit  Goods  Workers  Union  Local,  Philadelphia,  Pa. 

Suit  Case,  Bag  and  Portfolio  Workers  Local  52,  Philadelphia,  Pa. 

Taxi  Drivers  Union  Local,  Pliiladelphia,  Pa. 

Window  Washers  Local  125,  Providence,  R.  I. 

Hotel  and  Restuarants  Employees  and  Beverage  Dispensers'  International 
AUiance,  Local  271,  Petaluma,  Calif.;  Local  781,  Washington,  D.  C;  Local  733, 
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508,  Atlantic  City,  N.  J.;  Local  2,  Brooklyn,  N.  Y.;  Local  72,  Cincinnati,  Ohio; 
Local  659,  Dallas,  Utah;  Local  237,  Pittsburgh,  Pa. 

United  Hatters,  Cap,  and  Millinery  Workers  International  Union,  Local  10, 
Danbury,  Conn.;  Local  8,  New  York,  N.  Y. 

Milwaukee  Coke  and  Gas  Workers  Union,  Federal  labor,  Local  18546,  Mil- 
waukee, Wis. 

Bortherhood  of  Painters,  Decorators,  and  Paperhanger:-;  of  America,  Locals 
531,  50,  Cincinnati,  Ohio;  Local  639,  Cleveland,  Ohio. 

Federal  Labor  Union,  Local  19155,  Breckenridge,  Tex. 

International  Moulders  Union  of  North  America,  local,  Spokane,  Wash. 

Ice  and  Cold  Storage  Workers,  Local  16918,  Centralia,  111. 

Oil  Field,  Gas  Well,  and  Refinery  Workers  of  America,  Local  210,  Ham- 
mond, Ind. 

Order  of  Railway  Conductors  of  America,  Local  69,  El  Paso,  Tex.;  Local  1, 
Oak  Park,  111. 

International  Association,  Protective,  Retail  Clerks,  local,  Butte,  Mont. 

Bakery  and  Confectionery  Workers  International  Union  of  America,  Local 
125,  Berkeley,  Calif.;  Local  43,  Fresno,  Calif.;  Local  24,  San  Francisco,  Calif.; 
Locals  62,  237,  2,  49,  Chicago,  111.;  Local  190,  Metuchen,  N.  J.;  Locals  79,  164, 
507,  New  York,  N.  Y.;  Local  14,  Rochester,  N.  Y.;  Locals  39,  334,  Cleveland, 
Ohio;  Local  177,  Youngstown,  Ohio;  Local  45,  Boston,  Mass.;  Local  204,  Pitts- 
burgh, Pa.;  Local  122,  Providence,  R.  I.;  Local  473,,  Bellingham,  Wash. 

Bakers  Union,  Local  26,  Denver,  Colo. 

Journeymen  Barbers  International  Union,  Local  175,  Danburv,  Conn.;  Local 
72,  Norwalk,  Conn.;  Local,  Belleville,  111.;  Local  182,  Boston,  Mass.;  Local  913, 
Brooklyn,  N.  Y.;  Local  164,  New  York  City;  Local  2,  Philadelphia,  Pa.;  Local, 
Salt  Lake  City,  Utah. 

International  Alliance  of  Bill  Posters  and  Billers  of  America,  Local  49,  Seattle, 
Wash. 

International  Brotherhood  of  Blacksmiths,  Drop  Forgers  and  Helpers,  Local 
303,  Butte,  Mont.;  Local  77,  Milwaukee,  Wis. 

International  Brotherhood  of  Boiler  Makers,  Iron  Ship  Builders,  and  Helpers 
of  America,  Local  244,  Sioux  City,  Iowa;  Local  81,  Readville,  Mass.;  Local  104, 
Seattle,  Wash.;  Local  249,  Huntington,  W.  Va.;  Local  281,  Boston,  Mass-. 

Bridge  and  Structural  Iron  Workers  International  Association,  Local  420, 
Reading,  Pa.;  Local  2416,  Portland,  Oreg.;  Local. 350,  Atlantic  City,  N.  J. 

Bricklayers,  Masons,  and  Plasterers  International  Union  of  America,  Local, 
Baltimore',  Md.;  Local  2,  Detroit,  Mich.;  Local  1,  Brooklyn,  N.  Y.;  Local  37, 
New  York,  N.  Y.;  Local  18,  Cincinnati,  Ohio;  Local  1,  Providence,  R.  I.;  Local 
9,  Oshkosh,  Wis.;  Local  5,  Huntington,  W.  Va. ;  Local  8,  Milwaukee,  Wis. 

Brotherhood  Railway  Carmen  of  America,  Locals  227  and  210,  Chicago,  111.; 
Local  13,  Princeton,  Ind.;  Locals  2031  and  266,  Sioux  City,  Iowa;  Local  56,  Atchi- 
son, Kans.;  Local  431,  Bav  Cit3^  Mich.;  Local  641,  Port  Huron,  Mich.;  Local 
299,  MinneapoHs,  Minn.;  Local  618,  Providence,  R.  I.;  Local  1085,  New  York, 
N.  Y.;  Local  815,  Philadelphia,  Pa.;  Local  235,  Milwaukee,  Wis.;  Local  1054 
Detroit,  Mich.;  Local  698,  Spokane,  Wash. 

United  Brotherhood  of  Carpenters  and  Joiners  of  America,  Local  1687,  Mont- 
gomery, Ala.;  Local  1089,  Phoenix,  Ayiz.;  Local  891,  Hot  Springs,  Ark.;  Local 
210,  Stamford,  Conn.;  Local  132,  District  of  Columbia;  Local  352,  Anderson,  Ind. ; 
Local  1953,  Greencastle,  Ind.;  Local  487,  Linton,  Ind.;  Local  523,  Keokuk,  Iowa' 
Local  948,  Sioux  City,  Iowa;  Locals  1784,  416,  419,  13,  58,  62,  181,  504,  Chicago, 
111.;  Local  896,  Crystal  Lake,  111.;  Local  1366,  Qnincy,  111.;  Local  16,  Springfield, 
111.;  Local  720,  Auburn,  Mass.;  Locals  11,  56,  157,  Boston,  Mass.;  Local  296, 
Brockton,  Mass.;  Local  116,  Bay  Citv,  Mich.;  Local  337,  Detroit,  Mich.;  Local 
1299,  Iron  River,  Mich.;  Local  1199,  Pontiac,  Mich.;  Local  361,  Duluth,  Minn.; 
Local  7,  Minneapolis.  Minn.;  Local  87,  St.  Paul,  Minn.;  Local  1329,  Independence, 
Mo.;  Local  286,  Great  Falls,  Mont.;  Local  2237,  Bayonne,  N.  J.;  Local  349,  East 
Orange,  N.  J.;  Locals  119,  1782,  Newark,  N.  J.;  Local  299,  Union  City,  N.  J.; 
Local  2717,  Brooklyn,  N.  Y.;  Local  2372,  Garnersville,  N.  Y.;  Local  66,  James- 
town, N.  Y.;  Locals'2090,  2163,  New  York  City,  N.  Y.;  Local  163,  Peekskill,  N.  Y.; 
Local  1115,  Pleasantville,  N.  Y.;  Local  203,  Poughkeepsie,  N.  Y.;  Local  1660, 
Raymondsville,  N.  Y. ;  Local  188,  Yonkers,  N.  Y. ;  Local  224,  Cincinnati,  Ohio; 
Locals  1180,  2159,  Cleveland,  Ohio;  Local  735,  Mansfield,  Ohio;  Local  186, 
Steubenville,  Ohio;  Locals  226,  2218,  2154,  Portland,  Oreg.;  Local  1065,  Salem, 
Oreg.;  Local  59,  Lancaster,  Pa.;  Local  207,  Chester,  Pa.;  Locals  1050,  1051,  1073, 
1856,  2194,  Philadelphia,  Pa.;  Local  1695,  Cranston,  R.  I.;  Local  810,  Kingston, 
R.  I.;  Local  2016,  Eastland,  Tex.;  Local  1666,  Kingsville,  Tex.;  Local  1984,  Magna 
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Utah;  Local  317,  Aberdeen,  Wash.;  Local  562,  Everett,  Wash.;  Locals  1184,  1335, 
Seattle,  Wash.;  Locals  84,  98,  Spokane,  Wash.;  Local,  Tacoma,  Wash.;  Local  161, 
Kenosha,  Wis.;  Local  2244,  Little  Chuta,  Wis.;  Local  849,  Manitowoc,  Wis.; 
Locals  1053,  2073,  Milwaukee,  Wis.;  Local  460,  Wausaii,  Wis.;  Local  1620,  Rock 
Springs,  Wyo.;  Local  1241,  Therraopolis,  Wyo.;  Locals  277,  102,  122,  Phila- 
delphia, Pa. 

International  Association  of  Fire  Fighters,  Local  37,  Chicago,  lUj  Local  301, 
Burlington,  Iowa;  Local  96,  Butte,  Mont.;  Local  287,  Long  Beach,  Long  Island, 
N.  Y. 

International  Fur  Workers'  Union  of  United  States  and  Canada,  Local  3, 
Brooklyn,  N.  Y. 

International  Brotherhood  of  Firemen  and  Oilers,  Local  32,  Detroit,  Mich. 

Granite  Cutters'  International  Association  of  Anaerica,  Local,  Concord,  N.  H.; 
Local  Penacock,  N.  H.;  Local,  Baree,  Vt. 

International  Jewelry  Workers'  Union,  Local  19253,  Great  Falls,  Mont.; 
Local  2,  Newark,  Ts.  J.;  Local  1,  New  York,  N.  Y.;  Local  21,  New  York,  N.  Y. 

Paving  Cutters'  Union  of  the  United  States  of  America  and  Canada,  Local, 
Clark  Island,  Me.;  Local  108,  Tenants  Harbor,  Me.;  Local  9,  Thomaston,  Me.; 
Local  43,  Woodstock,  Md.;  Local  53,  Rockport,  Mass.;  Local,  Concord,  N.  H. 

Printing  Pressmen's  and  Assistants'  Union  of  North  America,  Local  140,  San 
Diego,  Calif.;  Local  147,  Wichita,  Kaus.;  Local  3,  Chicago,  111.;  Local  4,  Chicago, 
111.;  Local  196,  New  Brunswick,  N.  J.;  Local  23,  New  York  City,  N.  Y.;  Local 
315,  San  Mateo,  Calif.;  Local  81,  Spokane,  Wash. 

United  Association  of  Plumbers  and  Steam  Fitters  of  the  United  States  and 
Canada,  Local  230,  San  Diego,  Calif.;  Local  18,  Sioux  City,  Iowa;  Local  64, 
Northampton,  Mass.;  Local  98,  Detroit,  Mich.;  Local  41,  Butte,  Mont.;  Loca? 
139,  Great  Falls,  Mont.;  Local  1,  Brooklyn,  N.  Y.;  Local  206,  Elmira,  N.  Y.; 
Local  98,  Cleveland,  Ohio;  Local  108,  Hamilton,  Ohio;  Local  42,  Reading,  Pa.; 
Local  28,  Providence,  R.  I.;  Local  504,  Beaumont,  Tex.;  Local  608,  West  Allis, 
Wis. 

American  Federation  of  Musicians:  Local  403,  Willimantic,  Conn.;  219, 
Stanton,  111.;  24,  Akron,  Ohio;  362,  Huntington,  W.  Va. 

Musicians  Protective  Union:   346,  Santa  Cruz,  Calif.;  661,  Atlantic  City,  N.  J. 

Amalgamated  Meixo  Cuuers  and  Butcher  v^  orkmeii  of  iNorth  America:  333,. 
Butte,  Mont.;  545,  St.  Louis,  Mo.;  18,  New  York,  N.  Y.;  174,  New  York,  N.  Y. 

International  Hod  Carriers,  Building  and  Common  Laborers'  Union  of  America: 
Local  591,  Santa  Barbara,  Calif.;  Local  270,  San  Jose,  Calif.;  Local  524,  Norwich, 

Conn.;  Local  499,  Stamford,  Conn.;  Local ,  Belleville,  111.;  Local ,  Cen- 

tralia,  111.;  Local  608,  Zeigler,  111.;  Local ,  Princeton,  Ind.;  Local ,  Wal- 

tham,  Mass.;  Local  210,  Worcester,  Mass.;  Local  563,  Minneapolis,  Minn.;  Local 
150,  Butte,  Mont.;  Local  278,  Great  Falls,  Mont.;  Local  187,  Missoula,  Mont.; 
Local  690,  Newark,  N.  J.;  Local  31,  Union  Citv,  N.  J.;  Local  141,  Port  Chester, 
N.  Y.;  Local  435,  Rochester,  N.  Y.;  Local  173,  Pittsburgh,  Pa.;  Local  271, 
Providence,  R.  I.;  Local  242,  Seattle,  Wash.;  Local ,  Spokane,  Wash. 

International  Ladies'  Garment  Workers'  Union:  Local  65,  Los  Angeles,  Calif.; 
84,  Los  Angeles,  Calif.;  54  Chicago,  111.;  20,  New  York,  N.  Y.;  22,  New  York, 
N.  Y.;  66,  New  York,  N.  Y. 

United  Garment  Workers  of  America:  Local  75,  Philadelphia,  Pa.;  27,  Min- 
neapolis, Minn. 

International  Association  of  Machinists:  Local  84,  Berwyn,  111.;  Local  234, 
Chicago,  111.;  Local  83,  Chicago,  111.;  Local  337,  Chicago,  111.;  Local  915,  Chi- 
cago, 111.;  Local  390,  Park  Ridge,  111.;  Local  178,  Sioux  City,  Iowa;  Local  404, 
Baltimore,  Md.;  Local  64,  Massachusetts  and  Rhode  Island;  Local  1122,  Detroit, 

Mich.;  Local  459,  St.  Paul,  Minn.;  Local ,  Concord,  N.  H.;  Local  816,  Ho- 

boken,  N.  J.;  Local  402,  New  York,  N.  Y.;  Local  226,  New  York,  N.  Y.;  Local 
417,  Staten  Island,  N.  Y.;  Local  162,  Cincinnati,  Ohio;  Local  729,  Cincinnati, 
Ohio;  Local  439,  Cleveland,  Ohio;  Local  203,  Akron,  Ohio;  Local  404,  Youngs- 
town,  Ohio;  Local  187,  Sharpsville,  Pa.;  Local  79,  Seattle,  Wash.;  Local  57, 
Huntington,  W.  Va.;  Local  119,  Newport,  R.  I.;  Local  110,  Newport,  R.  I.;  Local 
86,  Spokane,  Wash. 

International  Union  of  Mine,  Mill,  and  Smelter  Workers:  Local ,  Eveleth, 

Minn.;  Local  3,  Bingham,  Utah;  Local  61,  Spelter,  W.  Va.;  Local  125,  Iron 
River,  Mich.;  Fairmont  Local  82,  East  St.  Louis,  111.;  Local  56,  Midvale,  Utah; 
Local  16,  Great  Falls,  Mont.;  Local  126,  Crystal  Falls,  Mich. 

International  Molders'  Union  of  North  America:  Local  161,  Stamford,  Conn.; 
Local  182,  Belleville,  111.;  Local  275,  Chicago,  111.;  Local  153,  Hazelcrest,  111.; 
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Mont.;  Local  84,  Buffalo,  N.  Y.;  Local  78,  Watertown,  N.  Y.;  Local  27,  Cleve- 
land, Ohio;  Local  ,  Cheltenham,  Pa.;  Local  ,  Philadelphia,  Pa.;  Local 

111,  Philadelphia,  Pa.;  Local  348,  Reading,  Pa.;  Local  171,  Port  Orchard, 
Wash.;  Local  158,  Seattle,  Wash.;  Local  338,  Spokane,  Wash. 

United  Mine  Workers  of  America:  Local  3664,  Auburn,  111.;  Local  3543, 
Benton,  111.;  Local  52,  Centralia,  111.;  Local  1397,  Centralia,  111.;  Local  3464, 
Gillespie,  111.;  Local  2840,  Middlegrove,  111.;  Local  2109,  Nashville,  111.;  Local 
721,  Pana,  111.;  Local  2403,  Springfield,  111.;  Local  720,  Staunton,  111.;  Local 
691,  Troy,  111.;  Local  5509,  Westville,  111.;  Local  6803,  Bicknell,  Ind.;  Local  5584, 
Princeton,  Ind.;  Local  916,  Hitema,  Iowa;  Local  191,  South  Hibbing,  Minn.; 
Local  4472,  Glen  Robins,  Ohio;  Local  1451,  Connerton,  Pa.;  Local  2399,  Daisy- 
town,  Pa.;  Local  4439,  Fayette,  Pa.;  Local  494,  Homer  City,  Pa.;  Local  1560, 
Lost  Creek,  Pa.;  Local  807,  Maple  Hill,  Pa.;  Local  2587,  Ravenrun,  Pa.;  Local 
1545,  Forty  Fort,  Pa.;  Locals  5383,  3506,  Renton,  Pa.;  Local  1398,  Shaft,  Pa.; 
Locals  2011,  113,  2346,  1509,  1414,  1443,  1685,  1467,  Shenandoah,  Pa.;  Local  4439, 
South  Brownsville,  Pa.;  Local  458,  Swoversville,  Pa.;  Local  6147,  Besoco,  W.  Va.; 
Local  6107,  Killarney,  W.  Va.;  Local  6106,  Mead,  W.  Va.;  Local  2980,  Pimber- 
ton,  W.  Va.;  Local  1,  Butte,  Mont.;  Local  456,  Creighton,  Pa.;  Local  762,  Pitts- 
burgh, Pa.;  Local  920,  Pottsville,  Pa.;  Local  4426,  Harmonville,  Pa.;  Local  4963, 
Sarver,  Pa.;  Local  — — ,  Glen  Ridge,  111.;  Local  6109,  ■ — — ,  Pa. 

Brotherhood  of  Painters,  Decorators,  and  Paperhangers  of  America:  Locals 
713,  449,  Glendale,  Calif.;  Locals  235,  5,  Hollvwood,  Calif.;  Local  1346,  Ingle- 
wood,  Calif.;  Local  256,  Long  Beach,  Calif.;  Locals  1065,  92,  1345,  1348,  51, 
202,  1345,  51,  831,  792,  644,  511,  636,  1348,  1063,  Los  Angeles,  Calif.;  Local  92, 
Montrose,  Calif.;  Local  1147,  Roseville,  Calif.;  Local  315,  San  Jose,  Calif.; 
Local  821,  Venice,  Calif.;  Local  441,  Whittier,  Calif.;  Local  949,  Wilmington, 
■Calif.;  Local,  930,  Denver,  Colo.;  Local  190,  Bridgeport,  Conn.;  Local  1276, 
Westport,  Conn.;  Local  368,  Washington,  D.  C;  Local  1088,  Daytona  Beach, 
Fla.;  Local  1321,  Clearwater,  Fla.;  Local  1175,  Coral  Gables,  Fla.;  Local  193, 

Atlanta,  Ga.;  Local ,  Belleville,  111.;  Locals  637,  275,  194,  637,  Chicago,  111.; 

Local  863,  Lake  Forest,  111.;  Local  460,  Hammond,  111.;  Local  1215,  Boone,  Iowa; 
Local  460,  Hammond,  Ind.;  Local  277,  Atlantic  City,  N.  J.;  Local  653,  East 
Rutherford,  N.  J.;  Local  997,  426,  Haddon  Heights,  N.  J.;  Local  705,  Irvington, 
N.  J.;  Local  777,  Newark,  N.  J.;  Local  174,  140,  Passaic,  N.  J.;  Local  144,.  Perth 
Amboy,  N.  J.;  Local  442,  Brooklyn,  N.  Y.;  Local  504,  Flushing,  Long  Island, 
N.  Y.;  Local  822,  Glen  Cove,  Long  Island,  N.  Y.;  Local  721,  Islip,  N.  Y. 

Local  498,  Jamestown,  N.  Y.;  Local  121,  Long  Island  Citv,  N.  Y.;  Locals  848, 
892,  499,  997,  1101,  905,  and  261,  New  York,  N.  Y.;  Local"  707,  Oneida,  N.  Y.; 
Local  1035,  Richmond  Hill,  Long  Island,  N.  Y.;  Local  795,  Rockaway  Beach, 
Long  Island,  N.  Y.;  Local  1134,  Rockville  Center,  N.  Y.;  Local  229,  Kansas  City, 
Kans.;  Local  1244,  New  Orleans,  La.;  Local  623,  Chelsea,  Mass.;  Local  258, 
Boston,  Mass.;  Local  675,  Dearborn,  Mich.;  Locals  42,  357,  591,  37,  and  552, 
Detroit,  Mich.;  Local  9,  Kansas  City,  Mo.;  Local  386,  Minneapolis,  Minn.; 
Local  681,  Rochester,  Minn.;  Local  540,  Winona,  Minn.;  Local  720,  Butte,  Mont.; 
Local  260,  Great  Falls,  Mont.;  Locals  50,  308,  and  866,  Cincinnati,  Ohio;  Locals 
765,  867,  and  128,  Cleveland,  Ohio;  Local  1103,  Mentor,  Ohio;  Local  546,  Toledo, 
Ohio;  Local  443,  Okmulgee,  Okla.;  Local  935,  Tulsa,  Okla.;  Local  788,  San- 
dusky, Ohio;  Local  438,  Steubenville,  Ohio;  Local  476,  Youngstown,  Ohio; 
•Local  751,  Gibsonia,  Pa.;  Local  380,  Lancaster,  Pa.;  Local  887,  Oil  City,  Pa.; 
Locals  21,  306,  997,  703,  and  632,  Philadelphia,  Pa.;  Locals  479,  282,  6,  and  84, 
Pittsburgh,  Pa.;  Local  15,  Central  Falls,  R.  I.;  Locals  195  and  692,  Providence, 
R.  I.;  Local  586,  Spartanburg,  S.  C;  Local  965,  Jackson  City,  Tenn.;  Local  123, 
Oilman,  Vt.;  Local  743,  Olympia,  Wash.;  Local  1220,  Tacoma,  Wash.;  Local 
1 114,  Janesville,  Wash.;  Locals  201  and  SCO,  Albany,  N.  Y. 

Federal  Labor  Union,  Local  19128,  Lincoln,  Nebr. 

Federal  Labor  Radio  Workers,  Local  18832,  Philadelphia,  Pa. 

Federal  Labor,  Local,  Providence,  R.  I. 

Mid  vale  Steel  Federal  Union  Local,  Philadelphia,  Pa. 

Federal  Labor,  18546,  Milwaukee,  Wis. 

Chemical  Workers,  18634,  Huntington,  W.  Va. 

Casket  Makers,  19306,  Chicago,  111. 

United  Association  of  Plasterers  International  Association  of  the  United 
States  and  Canada,  Local  343,  Long  Beach,  Calif.;  Local,  460,  San  Francisco, 
Calif.;  Local  32,  Denver  Colo.;  Local,  Bloomington,  111.;  Local,  Omaha,  Nebr.; 
Local  60,  New  York,  N.  Y.;  Local  1,  Cincinnati,  Ohio;  Local  7,  Toledo,  Ohio; 
■Local  179,  Youngstown,  Ohio;  Local  40,  Providence,  R.  I.;  Local  182,  Franklin, 
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Pa.;  Local  31,  Pittsburgh,  Pa.;  Local  746,  Mount  Vernon,  Wash.;  Local  77, 
Seattle,  Wash.;  Local  110,  Great  Falls,  Mont.;  Local  428,  Racine,  Wis. 

Amalgamated  Clothing  Workers  of  America,  Local  1,  Boston,  Mass.;  Local 
4,  New  York,  N.  Y.;  Local  75,  Philadelphia,  Pa.;  Local  38,  Chicago,  111.;  Joint 
Council,  St.  Louis,  Mo.;  Local  110,  Philadelphia,  Pa. 

Retail  Clerks'  International  Protective  Association,  Local  753,  Philadelphia, 

Retail  Food  and  Employees  Clerks,  Local  770  of  R.  C.  I.  P.  A.,  Los  Angeles, 
Calif. 

Cigarmakers'  International  Union  of  America,  Local  225,  Salt  Lake  City,  Utah; 
Local  14,  Chicago,  111. 

Coopers'  International  Union  of  North  America,  Local  9,  Philadelphia,  Pa.; 
Local  54,  Detroit,  Mich. 

International  Union  of  Operating  Engineers,  Local  835,  Philadelphia,  Pa.; 
Local  3,  Brooklyn,  N.  Y.;  Local  48,  Los  Angeles,  Calif.;  Local  5,  Detroit,  Mich.; 
Local  506,  Philadelphia,  Pa.;  Local  37,  Providence,  R.  I. 

International  Brotherhood  of  Electrical  Workers  of  America,  Local  83,  Los 
Angeles,  Calif.;  Local  31,  Brooklyn,  N.  Y.;  Local  122,  Great  Falls,  Mont.;  Local 
292,  Minneapolis,  Minn.;  Local  623,  New  York,  N.  Y.;  Local  58,  Detroit,  Mich.; 
Local  3,  New  York  City,  N.  Y. 

International  Tvpographical  Union,  Local  231,  San  Jose,  Calif.;  Local  899, 
Whittier,  Calif.;  Local  221,  San  Diego,  Calif.;  Local  21,  San  Diego,  Calif.;  Local 
491,  Pocatello,  Idaho;  Local  241,  Turvi  Falls,  Idaho;  Local  330,  Berwyn,  III.; 
Local  215,  Decatur,  111.;  Local  306,  Alton,  111.;  Local  192,  Cedar  Rapids,  Iowa; 
Local  590,  Hobart,  Ind.;  Local  41,  Atlanta,  Ga.;  Local  727,  Hibbing,  Minn.; 
Local  131,  Elmhurst,  Long  Island.  N.  Y.;  Local  No.  6,  New  York,  N.  Y.;  Local 
499,  Okmulgee,  Okla.;  Local  63,  Toledo,  Ohio;  local,  Cleveland,  Ohio;  Local  242, 
York,  Pa.;  Local  43,  Charleston,  R.  C;  Local  195,  Paterson,  N.  J.;  Daily  News 
Chapel,  New  York,  N.  Y.;  Local  10,  Indianapolis,  Ind. 

Journevmen  Tailors  Union  of  America,  local,  Youngstown,  Ohio;  Local  46, 
Buffalo,  N.  Y.;  Local  131,  Pittsburgh,  Pa.;  Local  323,  Bethlehem,  Pa.;  Local  106, 
Spokane,  Wash.;  Local  86,  Milwaukee,  Wis.;  Local  282,  Green  Bav,  V*'is. 

United  Textile  Workers  of  America,  Local  1733,  Paterson,  N.  J.;  Local  2030, 
Philadelphia,  Pa.;  Local  1789,  Birmingham,  Ala.;  Local  1766,  Birmingham,  Ala.; 
Weavers  Local,  Fall  River,  Mass.;  Local  2052,  Union  City,  N.  J. 

International  Brotherhood  of  Teamsters,  Chauffeurs,  Stablemen,  and  F(  'pers 
of  America,  Local  429,  Reading,  Pa.;  local,  Los  Angeles,  Calif.;  local,  Atlantic 
City,  N.  J. 

International  Association  of  Marble,  Slate,  and  Stone  Polishers,  Rubbers  and 
Sawyers,  Tile  and  Marble  Setters,  Helpers,  and  Terrazzo  Helpers,  Local  62, 
Philadelphia,  Pa.;  Local  8,  Providence,  R.  I.;  Local  47,  Milwaukee,  Wis. 

International  Federation  of  Technical  Engineers,  Architects,  and  Draftsmen's 
Unions,  Local  54,  Milwaukee,  Wis. 

American  Federation  of  Teachers,  Local  256,  Grand  Rapids,  Mich.;  Local  194, 
Mena,  Ark.;  Local  340,  Baltimore,  Md. 

Sheet  Metal  Workers'  International  Association,  Local  2,  Stockton,  Calif.; 
Local  615,  Buffalo,  N.  Y.;  Local  137,  New  York,  N.  Y.;  Local  329,  Salisbury,  N.  C. 
Local  37,  Providence,  R.  I.;  Local  446,  Great  Falls,  Mont. 

International  Stereotypers'  and  Electrotypers'  Union  of  North  America,  Local 
8,  East  St.  Louis,  111.;  Local  15,  Dayton,  Ohio. 

Switchmen's  Union  of  North  America,  Local  240,  Libera,  Kans.;  Local  291, 
Paducah,  Ky. 

Simmons  Bed  Federated  Union,  Local  18456,  Kenosha,  Wis. 

Journeymen  Stonecutters'  Association  of  North  America,  local,  Akron,  Ohio; 
local,  Concord,  N.  H. 

Suitcase  Workers,  Local  52,  Philadelphia,  Pa. 

International  Watch  Makers  of  Jewelrv  Workers'  Union,  Local  21,  New  York, 
N.  Y.;  Local  421,  New  York,  N.  Y. 

United  Plush  Weave  Textile  Workers  of  America,  Local  471,  Philadelphia,  Pa. 

United  Association  of  Plumbers  and  Steam  Fitters  of  the  United  States  and 
Canada,  Local  476,  Providence,  R.  I. 

International  Brotherhood  of  Pulp,  Sulphite,  and  Paper  Mill  Workers  of  the 
United  States  and  Canada,  Local  37,  East  Millinocket,  Maine;  Local  27,  Wood- 
land, Maine. 

Metal  Polishers  International  Union  Local  6,  Chicago,  111.;  Local  277,  Chicago, 
111. 
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International  Union  of  Mine,  Mill,  and  Smelter  Workers  Local,  Salt  Lake 
City,  Utah;  Local  1635,  Kansas  City,  Mo. 

Operative  Plasters'  International  Association  of  the  United  States  and  Canada 
Local  65,  Minneapolis,  Minn.;  Local  87,  Montgomery,  Ala. 

Ornamental  Structural  Iron,  Brass,  Bronze,  and  Wire  Workers  Local  19103, 
Chicago,  111. 

International  Union  of  Operating  Engineers  Local,  Sioux  City,  Iowa. 

International  Union  of  North  America  Quarry  Workers  Local  82,  Rockport, 
Mass.;  Local  81,  Lanesville,  Mass. 

International  Association  of  Machinists  Local  234,  Milwaukee,  Wis.;  Local 
915,  Chicago,  111.;  Local  119,  Newport,  R.  I.;  Local  110,  Newport,  R.  L;  Local 
68,  San  Francisco,  Calif. 

United  States  Tile  and  Composition  Roofers,  Damp  and  Waterproof  Workers' 
Association  Local  4,  Newark,  N.  J.;  Local  80,  Great  Falls,  Mont. 

Order  of  Sleeping  Car  Conductors  Local  15,  Chicago,  111. 

Order  of  Railway  Conductors  of  America  Local  52,  Port  Jarvis,  N.  Y.;  Divi- 
sion 1,  Chicago,  111. 

Brotherhood  of  Railroad  Trainmen  Local,  Milwaukee,  Wis. 

Brotherhood  of  Locomotive  Engineers  Local  405,  Milwaukee,  Wis.;  Local  54, 
Milwaukee,  Wis. 

International  Alliance  of  Theatrical  Stage  Employees  and  Moving  Picture 
Machine  Operators  of  the  United  States  and  Canada  Local  130,  Altobna,  Pa.; 
Local  361,  Kenosha,  Wis.;  Local  475,  Eau  Clair,  Wis.;  Local  598,  Marion,  Ohio; 
Local  644,  New  York,  N.  Y.;  Local,  Sioux  City,  Iowa;  Local  306,  New  York, 
N.  Y.;  Local  223,  Providence,  R.  I. 

Motion  Picture  Projectionists  150,  Los  Angeles,  Calif. 

United  Mine  Workers  of  America  Local  13,  Des  Moines,  Iowa;  Local,  Shen- 
andoah, Pa.;  Local  1,  Butte,  Mont.;  Local  5497,  Powhatan,  Ohio;  Local,  Six 
Mine  Run,  Pa. 

Window  Glass  Cutters'  League  of  America  Local  528,  New  York,  N.  Y. 

Flint  Glass  Workers  Local  93,  Chicago,  111. 

International  Hod  Carriers,  Building  and  Common  Laborers'  Union  of 
America  Local,  Belleville,  111.;  Local,  Bridgeport,  Conn. 

United  Textile  Workers  of  America  Local  1759,  Philadelphia,  Pa.;  Local- 2052, 
Union  City,  N.  J.;  Local  702,  Philadelphia,  Pa.;  Local  1586,  Philadelphia,  Pa.; 
Local  1733;  Paterson,  N.  J.;  Local  2030,  Philadelphia,  Pa.;  Local  2053,  Phila- 
delphia, Pa.;  Local  471,  Phildelphia,  Pa. 

Brass  Bobbin  Winders  Local  14659,  Philadelphia,  Pa. 

Upholsterers'  International  Union  of  North  America  Local  75,  Baltimore,  Md.; 
Local  77,  Philadelphia,  Pa. 

Federal  Labor  (Vincent  McCall)  Local  18846,  Kenosha,  Wis. 

International  Wood  Carvers'  Association  of  North  America  Local,  Phila- 
delphia, Pa.;  Local,  New  York,  N.  Y. 

International  Jewelry  Workers'  Union  Local  421,  New  York,  N.  Y.;  Local  87, 
Newark,  N.  J.;  Local,  New  York  City. 

Hotel  and  Restaurant  Employees  and  Beverage  Dispensers'  International 
Alliance  Local  659,  Dallas,  Tex. 

Asbestos  Workers  International  Association  of  Heat  and  Frost  Insulators 
Local  31,  Providence,  R.  I. 

Federal  Labor  Aeronautical  Workers  Local  18286,  Buffalo,  N.  Y. 

United  Federal  Labor  Automobile  Workers  Local  18614,  Cleveland,  Ohio; 
Local  18677,  Detroit,  Mich. 

Dental  Laboratory  Technicians  Local  18405,  St.  Louis,  Mo. 

Amalgamated  Association  of  Iron,  Steel,  and  Tin  Workers  Local  149,  Clair- 
ton.  Pa.;  Local  Sparrows  Point,  Md.;  Local  37,  Providence,  R.  I.;  Local,  Ell- 
wood  City,  Pa.;  Local  410,  Great  Falls,  Mont.;  Local  184,  Sioux  City,  Iowa: 
Local  1,  Follassbee,  W.  Va.;  Local  709,  New  Britain,  Conn.;  Local  169,  Pa.; 
Local  195,  EUwood  City,  Pa.;  Local  162,  Versailles,  Pa. 

International  Union  of  Wood,  Wire,  and  Metal  Lathers  Local  305,  Great 
Falls,  Mont.;  Local  113,  Sioux  Falls,  Iowa;  Local  455,  Lake  Worth,  Fla. 

United  Leather  Workers  International  Union  Local,  New  York,  N.  Y.;  Local, 
Chelsea,  Mass. 

Laundry  Workers'  International  Union  Local  108,  St.  Louis,  Mo. 

Brotherhood  of  Locomotive  Firemen  and  Engineers  Local  13,  Jersey  City, 
N.  J.;  Local  183,  Cleveland,  Ohio;  Local,  Montevideo,  Minn.;  Local  1,  Port 
Jervis,  N.  Y. 
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Lithographers'  International  Protective  and  Beneficial  Association  of  the 
United  States  and  Canada  Local  5,  St.  Louis,  Mo. 

Building  Service  Employes'  International  Union  Local  1077,  New  York,  N.  Y.; 
Local  125,  Providence,  R.  I. 

Bricklayers,  Masons,  and  Plasterers  International  Union  of  America  Local 
8,  Milwaukee,  Wis.;  Local  19,  St.  Louis,  Mo.;  Local  3,  Philadelphia,  Pa. 

Automobile  Mechanics  Lodge  Local  447,  New  York,  N.  Y. 

International  Union  of  Teamsters  and  Dairy  Drivers  Local,  Birmingham,  Ala. 

Hobson  Walker  Brickyard  Federation  Local  18434,  Bessemer,  Ala. 

Alabama  Clay  Products  Co.  Federation  Local  18435,  Bessemer,  Ala. 

Cooks  Union  Local  44,  San  Francisco,  Calif. 

Cabinet  Makers  Local,  Belleville,  111. 

Cement  Finishers  Local,  Belleville,  111. 

Metal  Polishers  Union  Locals  6  and  277,  Chicago,  III. 

Mailers  Union  10,  Indianapolis,  Ind. 

Patternmakers  Association,  Detroit,  Mich. 

Package  Freight  Handlers  Union,  Duluth,  Minn. 

Millmens  Local  1635,  Kansas  City,  Mo. 

Flour  and  Cereal  Workers  of  America  Local  19253,  Great  Falls,  Mont. 

(The  excerpts  from  convention  proceedings  of  the  American  Fed- 
eration of  Labor,  presented  by  the  witness,  are  as  follows:) 

American  Federation  of  Labor  Security  Commitments,  1904-34 

Presidents    of    American    Federation    of    Labor;    Samuel    Gompers,    1904-25: 

William  Green,  1926- 

PROCEEDINGS,    1904-5 

Resolution  no.  130,  proceedings  1904r-5,  page  156,  by  Delegate  Victor  L.  Berger, 
International  Typographical  Union 

Whereas  the  present  insurance  system  is  notorious  as  a  method  of  exploita- 
tion and  graft  and  has  simply  become  an  adjunct  to  Wall  Street,  New  York, 
and 

Whereas  in  spite  of  the  tremendous  wealth  being  accumulated  by  insurance 
corporations,  the  life  and  property  of  wage  workers  finds  little  or  no  protec- 
tion in  insurance.  It  is  now  exceedingly  costly  and  the  workmen  are  often, 
by  all  kinds  of  legal  tricks,  defrauded  by  insurance  companies:   Therefore  be  it 

Resolved,  That  the  twenty-fifth  convention  of  the  American  Federation  of 
Labor  endorse  the  general  principle  of  State  insurance  now  in  operation  in 
Germany,  in  which  the  expense  is  met  by  the  Government,  the  employer,  and 
the  working  people,  each  paying  one-third  of  the  premiums;     *     *     * 

(Advocates  the  adoption  of  such  a  plan — "only  on  a  much  larger  and  more 
efifective  scale — for  the  United  States  of  America."  Referred  to  committee  on 
resolutions.) 

Committee  report  on  Resolution   No.    130,   proceedings   1904-5,  pages   179-80 

The  committee  recommended  that  last  two  "resolves"  be  stricken  out  and 
following  substituted: 

"Resolved,  That  in  accordance  with  same,  and  as  the  recent  investigations 
have  shown  unparalleled  corruption  and  mismanagement  of  insurance  com- 
panies, we  endorse  the  principle  of  Government  insurance  of  a  voluntary 
nature,  and  that  our  executive  council  be  authorized  to  favor  legislation  to 
that  end." 

Treasurer  Lennon  oflfered  a  substitute  for  the  report  asking  that  the  principle 
of  insurance  by  trade  unions  for  the  working  people  of  this  country  be  adopted. 

The  report  of  the  committee  was  accepted. 

Note. — Rejects  trade-union  plan. 
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PROCEEDINGS,   1906 

For  compulsory  life  and  other  insurance  by  the  State.     Report  November  12  to 
24,  1906,  page  117,  Resolution  No.  58 

After  declaring  that  the  wageworkers  receive  scant  protection,  the  following 
resolve  was  made: 

"Resolved,  That  we  demand  that  some  plan  of  compulsory  life  and  other  insur 
ance  be  enacted,  either  by  the  States  or  by  the  Nation,  in  such  a  manner  as  to 
give  adequate  secuiity  to  the  toiling  masses  of  the  people." 

Referred  to  committee. 

Note. — Made  by  Victor  L.  Berger — left  indefinite  as  to  type  of  form. 

Committee  recommended  nonconcurrence  to  Resolution  58,  page  160. 


Old-age  pension  report.     November  12  to  24,  1906,  page  148,  Resolution  No.  132, 

by  Victor  L.  Berger 

Whereas  labor  creates  all  values  and  makes  them  useful  and  accessible  to 
mankind,  but  the  present  economic  system  is  such  that  it  is  impossible  for  great 
mass  of  wage  earners  to  save  up  a  sufficient  amount  of  money  or  property  to 
secure  them  against  want  and  misery,  and  indignities  of  capitalistic  chaiity  in 
their  old  age;  and 

Whereas  it  is  the  prime  object  of  the  trade-union  movement  to  improve  and 
elevate  the  standard  of  living  of  the  woiking  class  everywhere,  and  in  every 
possible  way:    Therefore  be  it 

Resolved,  That  the  executive  council  of  the  American  Federation  of  Labor 
be  instructed  to  use  its  best  efforts  to  induce  the  Congress  of  the  United  States 
to  pass  a  bill  which  will  secure  to  every  wageworker  in  the  United  States  who 
has  earned  no  more  than  $1,000  average  wages  per  year,  a  pension  of  not  less 
than  $12  per  month  at  the  age  of  60,  and  thereafter  for  the  rest  of  his  or  her 
natural  life:  Provided,  however.  That  such  wage  earner  is  a  citizen  of  the  United 
States,  and  has  lived  in  this  country  for  at  least  21  years  continuously  at  the  time 
application  is  made. 

Referred  to  the  committee  on  resolutions.  Rejected  after  long  discourse  by 
Berger,  page  235. 

proceedings,   1907 

Compulsory  insurance  for  workers   bv  the   States  or   Nation.      Report,    1907, 
pages  167-168,*  Resolution  No.  131 

.  Proposing  that  the  convention  favor  some  plan  of  compulsory  life  and  other 
insurance  for  workers  by  States  or  Nation. 

The  committee  concurred  in  the  resolution.  It  was  adopted  by  the  conven- 
tion, pages  333-34. 

Old-age  pension.     Report,  1907,  page  158,  Resolution  104  by  Victor  L.  Berger 

Resolution  asking  that  convention  favor  old-age  pensions.  (Same  as  resolution 
132,  p.  148,  in  1906  convention.) 

The  resolution  was  again  rejected.  However,  after  considerable  discussion 
the  following  action  was  adopted  by  the  convention: 

"Delegate  Kennedy  (W.  E.)  moved  as  an  amendment  that  the  entire  sub- 
ject matter  be  referred  to  the  executive  council,  with  instructions  to  investigate 
and  report  to  the  next  convention." 


proceedings,  1908 

Old-age  pension.     Report,  1908,  pages  99-102 

In  accordance  with  resolution  no.  104  of  the  convention  at  Norfolk  in  1907, 
President  Gompers  made  a  summary  report  of  the  administration  of  old-age 
pension  in  the  following  countries:  Austria,  Belgium,  Denmark,  Iceland,  France, 
Germany,  New  Zealand,  New  South  Wales,  Victoria,  and  England. 

Mr.  Gompers  believed  that  it  would  be  quite  some  time  before  old-age  pension 
can  even  get  a  hearing  in  the  United  States.     Such  questions  as  that  of  Federal 
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and  State  jurisdiction  would  have  to  be  settled  before  any  progress  could  be 
made  on  the  problem.  Further,  some  definite  understanding  of  what  constitutes 
"bad  conduct"  would  have  to  be  defined.  (In  most  countries  persons  are  dis- 
qualified from  receiving  aid  when  found  guilty  of  "bad  conduct.") 

Old-age  pension.     Report,  1908,  page  260 

The  resolution  committee  after  reviewing  the  reports  of  the  president  and 
the  executive  council  made  the  following  recommendation  on  old-age  pension: 

"We  would  therefore  recommend  that  the  executive  council  be  authorized  to 
secure  the  assistance  of  such  competent  legal  advice  as  will  enable  them  to 
prepare  the  draft  of  a  bill  providing  for  old-age  pensions,  and  that  such  bill  be 
introduced  either  in  the  legislatures  of  the  States  or  in  Congress,  their  action 
in  this  being  governed  by  their  decision  as  to  whether  this  legislation  is  to  be 
most  readily  secured  and  applied  through  the  individual  action  of  the  several 
States,  or  by  Federal  legislation,  or  b.y  both." 

On  motion,  the  convention  adopted  the  report. 


PROCEEDINGS,  1909 

Old-age  pension.     Report,  1909,  pages  97-101.     "The  old-age  home  guard  of 
the  United  States  Army" 

A  proposed  draft  of  a  bill  on  old-age  pension  drawn  up  by  order  of  the  con- 
vention of  1908.     Among  other  things,  it  provided  that — 

An  old-age  home  guard  of  the  United  States  Army  shall  be  composed  of  persons 
not  less  than  65  years  of  age.  The  pay  would  be  $120  per  annum,  with  reductions 
for  persons  having  property  in  excess  of  $300. 

A  brief  in  support  of  the  proposed  bill  was  presented — both  were  drawn  by 
Congressman  W.  B.  Wilson  from  Pennsylvania. 

The  bill  was  approved  as  submitted  on  motion  of  the  resolution  committee. 
(Text,  pp.  330-331.) 

PROCEEDINGS,  1910 

Old-age  pension.     Resolution  No.  34  bv  E.  William  Carr.     Report,  1910,  pages 

157-158 

Resolution  proposing  that  old-age  pension  l^e  extended  to  all  citizens  60  years 
or  over  who  would  receive  $30  per  month  from  the  Government. 

The  committee  recommended  nonconcurreiice  in  the  resolution,  at  the  same 
time  reaffirming  the  action  on  the  subject  the  year  before  in  Toronto. 

Committee's  report  was  adopted. 


Old-age  pension. 


PROCEEDINGS,  1911 

Report,  1911,  pages  268-269,  resolutions  2,  4,  and  57 


No.  4  contained  the  endorsement  of  the  Massachusetts  State  branch  of  the 
American  Federation  of  Labor  on  old-age  pension. 

Nos.  2  and  57  referred  to  pensions  for  Federal  employees.  All  were  referred 
to  the  executive  council. 


PROCEEDINGS,  1912 

Old-age  pension.     Report,  1912,  pages  52  and  347 

On  tlio  question  of  old-age  pension,  the  following  report  was  adopted: 

"We  reaffirm  our  former  action  on  this  question  and  regret  that  no  further 

progress  has  been  made  tlian  as  indicated  by  the  report. 

"We  recommend  that  the  efforts  for  the  establishment  of  a  general  old-age 

pension  be  continued." 
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PROCEEDINGS,   1913 

Industrial  insurance  by  unions.     Report,  1913,  pages  251-252 

After  noting  the  progress  of  industrial  insurance  in  other  countries,  Resolution 
No.  162  provided  that— 

"Whereas  we,  as  heretofore,  are  now  in  favor  of  all  national  and  international 
unions  paying  strike,  unemployment,  old-age,  partial  disability,  sick,  and  death, 
and  other  benefits: 

"Resolved,  That  the  executive  council  of  the  American  Federation  of  Labor 
make  an  exhaustive  investigation  and  study  and  report  to  the  next  convention." 

It  was  also  suggested  that  the  American  Federation  of  Labor  consider  the 
advisability  of  establishing  an  insurance  department. 

Referred  to  committee  on  education. 

Federal  pension.     Report,  1913,  page  259 
Resolution  favoring  pension  for  civil-service  employees  adopted. 


PROCEEDINGS,    1914 

Old-age  pensions.     Report  of  proceedings,  1914,  pages  87-88 

After  referring  to  a  number  of  old-age  pension  bills  which  had  been  intro- 
duced into  Congress,  the  executive  council  recommended  that  a  general  cam- 
paign of  education  in  behalf  of  an  old-age  pension  law  would  meet  with  a 
general  response  by  the  people. 

The  recommendation  was  adopted  by  the  convention,  page  327. 

Union  social  insurance.     Pages  219-224 

Charts  showing  the  cost  of  social  insurance  to  the  international  unions  for 
5  years,  included  in  report  of  the  executive  council  for  1^914  on  social  insurance. 

Union  social  insurance.     Pages  66-68 

Report  of  the  executive  council  on  the  question  of  social  insurance  made  in 
accordance  with  resolutions  (nos.  44  and  162)  which  authorized  an  exhaustive 
investigation  and  study  of  the  whole  problem. 

The  council  reported  that  the  scope  of  the  resolution  required  a  force  of 
experts  far  beyond  the  means  of  the  federation,  although  it  endorsed  the  general 
principle  of  the  resolution. 

Report  of  committee  on  report  of  executive  council  recommended  that  the 
council  continue  its  study  so  that  the  federation  would  be  able  to  decide  on  a 
definite  policy,  page  361. 

PROCEEDINGS,    1915 

Old-age  pension  for  Government  employees.     Proceedings,  1915,  page  111. 

A  number  of  conferences  have  been  held  on  old-age  pensions  for  government 
employees.     However,  the  employees  differ  greatly  on  plans  and  method,  thus 

not  much  progress  has  been  made. 

*  *  ,       *  *  *  *  * 

Progress  reported  in  1916  convention.     See  proceedings,  1916,  page  265. 
******* 

P8?  1917  proceedings  carries  note  that  no  plan  suggested  to  date  has  met  with  the 
full  approval  of  all  the  employees,  pages  116-117. 

Social  insurance.     Proceedings,  1915,  page  164 

The  executive  council  reports  that  among  the  subjects  upon  which  no  sub- 
stantial progress  can  be  reported  are:  Social  insurance  and  the  world  congress 
of  unemployment. 
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PROCEEDINGS,  1916 

Old-age  pension.     Proceedings,  1916,  pages  295-296 

After  reviewing  the  general  problem  of  old  age,  the  following  resolution  was 
made.  Resolution  No.  25: 

"Resolved,  That  the  e.xecutive  council  of  the  American  Federation  of  Labor  is 
hereby  instructed  to  present  to  the  thirty-seventh  annual  convention  of  this 
body  a  review  of  the  old-age  pension  systems  of  Great  Britain  and  Germany, 
together  with  such  other  information  on  this  subject  as  may  be  helpful  in 
determining  the  action  necessary  and  desirable  in  forming  suitable  legislation 
looking  to  the  establishment  of  a  universal  old-age  pension  system  by  the  Gov- 
ernment of  the  United  States  of  America." 

Resolution  committee  reported  that  the  war  made  compliance  with  the  reso- 
lution almost  impossible.  However,  it  recommended  that  the  matter  be  left  to 
the  executive  council.     Report  adopted. 


PROCEEDINGS,  1918 

Health   insurance — Insurance   against   unemployment. 

pages  282-283 


Proceedings,   1918, 


Resolution  101  viewed  with  alarm  the  "great  efforts"  which  have  been  made 
to  obtain  the  approval  and  support  of  organized  labor  to  a  scheme  for  social 
health  insurance  by  persons  outside  the  labor  movement.  It  resolved,  among 
other  things,  that  "the  executive  council  are  hereby  instructed  to  make  an  im- 
mediate investigation  of  this  question  and  to  point  out  its  dangers  or  benefits 
with  their  recommendations  thereon  as  soon  as  possible,  *  *  *  ascertain, 
if  possible,  what  are  the  financial  resources  of  the  persons  and  organizations 
promoting  this  scheme  and  what  relation  they  may  have  with  those  interests 
who  are  opposed  to  the  best  interests  of  the  labor  movement.     *     *     *" 

Resolution  No.  135,  introduced  by  members  of  the  International  Ladies'  Gar- 
ment Workers'  Union,  advocated  the  adoption  by  the  Government  of  a  compre- 
hensive national  system  of  social  insurance.  Resolution  No.  135  was  defeated. 
No.  101  accepted  and  a  special  committee  was  appointed. 


PROCEEDINGS,    1919 

Health  insurance.     Proceedings,  1919,  pages  378-379 

"It  must  be  apparent  to  all  who  have  given  this  subject  serious  attention 
that  it  is  one  possessed  of  great  good  and  at  the  same  time  fraught  with  much 
danger.  Your  committee  regrets  that  time  did  not  permit  the  executive  council 
to  give  this  subject  that  consideration  so  essential  to  a  fair  and  intelligent  determi- 
ination  of  the  principles  involved,  as  well  as  to  the  methods  of  application  and 
procedure  necessarily  entailed.  Because  of  the  importance  of  this  subject, 
and  by  reason  of  the  vast  consequences  involved,  your  committee  recommends 
concurrence  in  the  request  for  further  investigation  and  consideration  of  this 
matter  by  the  executive  council.     *     *     *" 

Note. — Final  action  was  to  be  taken  at  the  next  convention. 

Report  of  committee  unanimously  adopted. 

Maternity  aid.     Page  439 

Resolution  No.  89,  directing  Federal  cooperation  with  the  States  in  providing 
funds  for  necessary  medical  and  nursing  care,  was  adopted. 


PROCEEDINGS,    1920 

Health  insurance.     Proceedings,  1920,  page  176 

"The  executive  council  finds  itself  unable  to  reach  a  unanimous  agreement 
upon  the  subject  of  voluntary  health  insurance  and  trade-union  health  insurance 
on  the  one  hand  as  against  compulsory  State  or  industrial  health  insurance  on 
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•convention  that  the  entire  subject  matter  be  referred  to  a  committee  to  be  selected 
by  the  executive  council." 

The  recommendation  was  approved,  page  387. 


PROCEEDINGS,    1921 

Health  insurance.     Proceedings,  1921,  pages  310-311 

The  executive  council  announced  the  appointment  of  a  special  committee  to 
study  health  insurance  under  the  authorization  given  by  the  Montreal  convention. 
The  committee  is  requested  to  make  its  report  in  full  at  the  next  convention. 


PROCEEDINGS,    1922 

Old-age  pension.     Proceedings,  1922,  page  472 

Resolution  no.  19,  asking  that  "The  American  Federation  of  Labor  endorse 
the  old-age  pension  system  of  providing  for  those  who  have  grown  old  in  honest 
toil  without  being  able  to  lay  by  for  themselves"  was  referred  to  the  executive 
council  to  take  whatever  action  possible,  page  272. 

Old  age.     Proceedings,  1922,  pages  141-144 

By  action  of  the  Denver  convention,  the  proposal  to  have  introduced  into 
the  Congress  of  the  United  States  a  bill  for  the  payment  of  old-age  pensions 
in  the  interest  of  and  embracing  all  the  citizens  of  the  United  States  was  referred 
to  the  executive  council  for  investigation  and  such  action  as  might  be  deemed 
proper  and  necessary.  The  principle  of  the  bill  advocating  the  establishment 
of  an  "old-age  home  guard  of  the  United  States  Army"  is  again  reaffirmed  and 
suggest  that  this  bill  be  introduced  in  the  next  Congress. 

This  report  was  approved  by  the  convention,  page  360. 

Unemployment.     Proceedings,  1922,  pages  72-78 

The  committee  on  unemployment  authorized  by  the  Denver  convention  was 
appointed  after  the  President's  conference  on  unemployment.  After  reviewing 
the  work  of  the  conference,  the  committee  recommended  that  findings  of  the 
conference  be  approved  along  with  the  following  procedure: 

1.  That  the  president  of  the  American  Federation  of  Labor  arrange  for  the 
continuous  study  of  the  unemploj^ment  problem  either  through  a  committee  or  a 
designated  agency  or  executive  secretary. 

2.  That  this  official  agency  make  continuously  available  to  trade  unions 
information  that  concerns  regularization  of  industry  and  that  relations  be  estab- 
lished so  far  as  practicable  with  studies  and  efforts  to  develop  such  information. 

3.  That  the  labor  movement  make  special  effort  to  secure  the  enactment  of 
legislation  providing  for  an  adequate  Federal  employment  service  and  for  the 
■extension  of  public  credit  for  the  purpose  above  enumerated. 

This  report  was  adopted,  page  263. 


PROCEEDINGS,    1923 

Unemployment — The  Business  Cycle  and  Unemployment.     Pages  40-42 
The  business  cycle  is  a  constant  recurrence  of  irregularly  separated  booms 
and  slumps.     Organized  labor  was  in  hearty  accord  with  the  findings  of  the 
Unemployment  Conference  in  1921,  which  placed  squarely  upon  industries  the 
responsibility  of  eliminating  preventable  unemployment. 

"That  disastrous  slumps  in  American  business  are  not  unavoidable,  and 
that  they  may  in  a  measure  be  prevented  or  at  least  discounted  by  prudent 
timely  foresight  during  periods  of  expansion,  was  the  conclusion  reached  by  the 
Committee  on  Unemployment  and  Business  Cycles,  appointed  by  Secretary  of 
Commerce,  H.  Hoover." 

The  general  recommendation  of  these  conferences  approved  and— 
"In  addition  we  have  no  hesitancy  in  emphasizing  the  fact  that  the  most 
potential  factor  against  unemployment  is  the  resistance  against  wage  reduc- 
tion." 

Unanimously  adopted  by  the  convention;  page  208. 
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PROCEEDINGS,    1924 

Old  age.     Resolution  No.  15.     Pages  293-294 

"Whereas  individual  workers  suffer  from  many  ills  during  the  active  period 
of  their  lives  which  c|uickl.v  sap  their  vitality  and  render  tliem  physically  unfit 
at  a  comparatively  early  age  to  earn  a  livelihood  for  their  families  and  them- 
selves.    *     *     * 

■'Whereas  this  is  an  intolerable  situation  and  a  disgrace  to  our  boasted  civili- 
zation, and  we  are  unworthy  if,  in  the  name  of  humanity,  we  are  unable  in  this 
enlightened  age  to  correct  this  grevious  wrong     *     *     *." 

The  resolution  committee  revised  the  whole  resolution  leaving  all  of  the 
"wliereas"  out  and  changing  the  wording  of  the  "resolves"  to  a  much  milder 
tone. 

The  substituted  proposal  was  adopted. 

Insurance.     Proceedings,  1924.     Pages  266-268 

The  Portland  convention  of  the  American  Federation  of  Labor,  1923,  adopted 
a  resolution,  no.  83,  authorizing  the  President  of  the  American  Federation  of 
Labor  to  investigate  or  cause  to  be  investigated  the  amount  and  kind  of  death 
benefit  insurance  paid  by  national  and  international  unions,  group  insurance, 
and  other  forms  of  insurance. 

The  income  and  the  administration  of  American  insurance  companies  were 
examined.  Special  attention  was  given  to  the  report  of  Mr.  Nesbit  and  that 
of  Mr.  L.  D.  Wood.  Both  were  favored  by  the  committee,  which  concluded  with 
the  following  statement: 

"Your  committee  makes  no  definite  recommendations  as  to  the  form  our 
insurance  enterprise  shall  assume.  We  have  been  convinced  and  fully  per- 
suaded that  it  is  not  only  advisable  and  safe  but  almost  the  duty  of  the  unions 
jointly  to  adopt  some  form  of  proper  insurance.  However,  we  "are  opposed  to 
have  the  American  Federation  of  Labor  as  such  actually  engage  in  the  insurance 
business." 

Report  of  the  committee  was  adopted,  pages  266-268. 

Note. — Vice  President  Ureen  was  very  skeptical  about  the  whole  thing. 

Old  Age.     Proceedings,  1924.     Pages  33-34  (from  executive  council  report) 

"The  old-age  pension  in  principle  attempts  to  do  the  same  thing  as  the  policies 
insurance  companies  are  writing  for  "assured"  incomes.  In  essence,  all  forms 
of  life  insurance  are  a  method  of  prolonging  the  income-producing  capacity  of  the 
individual — whether  during  old  age  or  after  death. 

"*  *  *  We,  therefore,  deem  it  advisable  that  the  problem  of  old-age  pen- 
sion be  made  part  of  the  larger  problem  of  labor  insurance,  upon  which  initial 
report  is  made  to  this  convention.  In  order  to  give  unity  to  our  determination 
of  policies  it  is  necessary  that  we  first  decide  upon  the  fundamental  issue  and 
make  decisions  upon  related  problems  harmonize  with  our  general  plan  of 
procedure     *     *     *. " 

The  view  expressed  in  the  report  was  accepted  by  the  convention,  page  251. 


PROCEEDINGS,    1925 

Unemployment  benefits  and  old-age  pensions.     Proceedings,  1925,  page  260 

The  executive  council  reports  that  "A  considerable  amount  of  information 
upon  tiiese  important  subjects  has  been  securediand  will  be  compiled  and  pub- 
lished at  the  earliest  possible  date." 

Unanimously  adopted  by  the  convention. 


PROCEEDINGS,    1926 

Mothers'  pension  plan.     Proceedings,  1926,  page  66 

"This  act  appropriates  a  sinii  of  $100,000  to  be  u.sed  to  provide  home  care  for 
dependent  cliildren  in  the  District  of  Columbia.  The  Commissioners  of  the 
District  are  authorized  to  appoint  a  supervisor  to  administer  the  act. " 

Unanimously  approved,  page  212. 
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PROCEEDINGS,    1927 

Mothers'  pensions.     Report  on  States  legislation,  proceedings,  1927,  page  77 

Illinois — ^Mothers'  pensions  were  increased;  pension  laws  for  policemen,  li- 
ary  employees,  teachers,  and  other  county  employees  were  amended  bene- 
cially.  '  * 

Maryland — Enacted  old-age  pension  law. 

Old  age.     Proceedings,  1927,  pages  258-260 

Resolution  no.  14.  After  a  series  of  whereases  it  was  resolved: 
"*  *  *  We  direct  the  executive  council  to  make,  cause  to  be  made,  or 
support,  if  conducted  by  other  competent  authority,  public  or  private,  a  thorough 
investigation  and  study  for  the  establishment  "of  an  American  system  of  in 
validity  and  old-age  pensions,  to  assist  in  the  preparation  of  suitable  legisla- 
tion for  the  accomplishment  of  such  purpose,  and  to  promote  its  enactment  by 
the  creation  and  development  of  an  earnest  and  eufluring  public  opinion  in 
favor  thereof,  to  the  end  that  the  poorhouse  may  be  abolished  as  an  American 
institution  and  there  be  provided  in  its  stead  a  system  founded  upon  a  higher 
conception  of  public  welfare  and  regard  for  human  and  social  progress." 

Resolution  No.  97  embodied  the  same  scheme.  Both  resolutions  were  rec- 
ommended to  be  referred  to  the  executive  council.  Report  of  the  committee 
unanimously  adopted. 

PROCEEDINGS,  1928 

Old  age.  Proceedings,  1928,  pages  96-107 

Under  the  caption  "Old-age  pension"  (pp.  96-107)  the  executive  council  pre- 
sents the  results  of  a  comprehensive  study  which  the  council  has  made  on  the 
subject  of  old-age  pensions.  It  is  pointed  out  that  old-age  pension  bills  have 
been  passed  by  the  legislatures  of  11  States  and  1  Territory.  In  2  States  the 
acts  were  declared  unconstitutional,  and  in  3  States  were  vetoed  by  the  Gov- 
ernors, thus  leaving  the  laws  on  the  statute  books  at  present  in  6  States  and 
in  the  Territory  of  Alaska.  In  18  other  States,  during  the  past  10  years,  the 
report  says,  commissions  have  been  appointed  to  study  old-age  dependency,  poor 
relief,  and,  in  most  cases,  old-age  pensions.  Canada  lias  enacted  old-age  pension 
legislation. 

The  report  of  the  committee  on  the  executive  council  report  was  adopted 
unanimously,  pages  249-250. 

PROCEEDINGS,   1929 

Old  age.  Proceedings,  1929,  pages  257-263 

The  executive  council  made  the  following  recommendations  on  old-age  pension: 

1.  That  laws  be  enacted  requiring  a  pension  commission  for  every  county, 
pensions  to  be  at  least  $300  annually,  and  that  65  be  set  as  the  age  for  applicants. 

2.  That  a  model  compulsory  old-age  pension  bill  be  drafted  by  the  Federation 
and  recommended  to  State  federations  of  labor,  and  that  an  active  campaign 
be  inaugurated  for  the  enactment  of  such  laws  in  every  State. 

3.  That  the  general  problem  of  old-age  retirement  for  employees  in  private 
industry  be  given  careful  study,  and  that  an  effort  be  made  to  secure  the  counsel 
and  cooperation  of  sympathetic  individuals  and  groups  in  an  effort  to  work 
out  constructive  plans  on  this  subject  during  the  coming  year. 

Original  report  on  pages  48-57. 

A  debate  followed  recommendations — finally  adopted  by  the  convention. 

Old  age.  Proceedings,  1929,  pages  258-263.     Debate  on  question 

Delegate  Frey.  I  am  not  in  accord  with  the  recommendations  made  on  old- 
age  pension.  (See  summary  of  executive  council  report,  1929,  pp.  257-263.) 
The  most  important  thing  which  the  American  trade  unions  "can  do  is  to  center 
all  of  their  efforts  upon  one  thing — the  establishing  of  our  rights  so  that  our 
trade  unions  can  function  as  successfully  as  a  trade  association  can  function." 
*     *     * 
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President  Green.  And  you  are  opposed  to  old-age  pension  legislation? 

Delegate  Fret.  At  this  time,  sir,  I  am. 

******* 

Vice  President  Well,  Delegates  Walker,  Madsen,  and  Olander  agreed  and 
defended  the  report  of  the  council. 

Delegate  Furuseth  supported  the  position  taken  by  Frey.  Olander  agreed 
that  the  "injunction"  was  perhaps  most  important. 

The  report  of  the  committee  was  adopted. 

Old  age.     Proceedings,  1929,  page  264 

Resolution  no.  3,  urging  State  federations  of  labor  to  use  all  possible  efforts 
to  cooperate  with  all  other  agencies  or  fraternal  organizations  not  having  old- 
age  pensions  to  work  for  its  enactment,  "with  compulsory  provisions  that  will 
not  leave  its  application  optional  with  boards  of  county  commissioners"  *  *  * 
in  any  State. 


PROCEEDINGS,  1930 

Unemploj'ment  insurance.     Remarks  of  Delegate   Zuritsky  during  debate  on 

resolutions    favoring    unemployment    insurance    which    had    been    attacked. 

Proceedings,  1930,  pages  317-319 

<(*  *  *  Today,  when  a  cap  maker  is  out  of  work,  he  receives  unemploy- 
ment insurance,  not  a  dole,  to  the  amount  of  $13  a  week  from  his  own  organiza- 
tion, but  the  contributions  come  from  the  employers  direct."     *     *     * 

"I  propose  that  we  do  not  lay  it  at  the  door  of  industry,  but  make  industry 
accept  it.  Industry  alone  is  responsible  for  the  curse  of  unemployment,  and  if 
in  England  the  unemployment  worker  has  to  contribute  one-third  toward  this 
fund,  the  American  worker  contributes  100  percent  toward  it.  Today  the  burden 
of  unemployment  in  America  is  entirely  upon  the  shoulders  of  the  unemployed 
workers,  and  in  England  only  one-third  of  the  burden  is  on  them.  I  prefer  that 
system  to  the  system  of  irresponsible  starvation  of  the  unemployed  workers  in 
this  country." 

Unemployment  insurance.     Proceedings,  1930,  pages  371-398 

The  committee  on  resolutions  recommended  no  concurrence  with  the  following 
resolves: 

Resolution  no.  32.  *  *  *  "Resolved,  That  this  convention  of  the  American 
Federation  of  Labor  go  on  record  as  favoring  a  system  of  unemployment  insur- 
ance, inaugurated  and  controlled  by  the  States  and  subsidized  by  the  Federal 
Government." 

Resolution  no.  43,  favoring  the  unemployment  insurance  bill  introduced  by 
Senator  Wagner. 

Resolution  no.  72.  *  *  *  "  Resolved  by  the  fifty-first  convention  of  the  Ameri- 
can Federation  of  Labor,  That  we  record  ourselves  as  favoring  a  system  of  Federal 
unemployment  insurance     *     *     *." 

Note. — These  resolutions  started  a  debate  which  lasted  for  almost  two  sessions. 
The  report  of  the  committee  was  adopted. 

Unemployment  insurance.     Proceedings,  1930,  pages  309-319 

A  series  of  resolutions  were  presented  on  unemployment.  Resolutions  nos.  16, 
51,  76,  and  92  favored  unemployment  insurance;  resolution  no.  17  favored  unem- 
ployment and  social  insurance;  and  resolution  no.  32  proposed  that  the  American 
Federation  of  Labor  should  study  remedial  legislation  to  relieve  unemployment. 

A  stiff  debate  followed  the  report  of  the  resolution  committee  recommending 
that  all  of  the  resolutions  be  referred  to  the  executive  council. 

The  report  was  adopted. 

Unemployment  insurance.  Remarks  of  Delegate  Ohl  after  resolution  com- 
mittee had  made  a  bitter  attack  on  a  series  of  resolutions  proposing  u  em- 
ployment insurance.     Proceedings,  1930,  pages  312-313. 

"I  do  not  oppose  the  committee's  report  referring  these  resolutions  and  the 
subject  matter  to  the  executive  council.  I  do  not,  however,  agree  with  all  that 
has  been  said  on  the  question  of  unemployment  compensation  by  the  commit- 
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unemployment  is  not  in  all  cases  a  dole,  any  more  than  the  payment  of  a  stipu- 
lated sum  to  those  who  become  old  in  industry  is  a  dole". 

Unemployment  insurance.  Remarks  of  Delegate  Slavens  after  resolution  com- 
mittee had  attacked  a  series  of  resolutions  on  unemployment  insurance. 
Proceedings,  1930,  pages  313-314. 

"I  cannot  seem  to  agree  with  the  recommendation  of  the  committee.  In  fact, 
I  am  greatly  disappointed  in  it.  This  recommendation  will  undoubtedly  be  inter- 
preted as  placing  the  American  Federation  of  Labor  against  unemployment 
insurance.  It  will  greatly  retard  the  work  of  the  State  federations  that  have 
already  gone  on  record  for  tlie  adoption  of  unemployment  insurance." 

Rhode  Island  labor  had  two  objects  for  their  resolution: 

1.  Convention  to  add  the  principle  of  unemployment  insurance  to  other  schemes 
proposed.  2.  Hope  that  from  the  delegates  assembled  ideas  would  come  which 
would  make  unemployment  insurance  sounder  for  good  of  all.  *  *  *  "I  go 
into  the  mill  villages,  only  a  stone's  throw  from  Newport,  and  see  the  misery 
which  is  driving  our  mill  workers  to  desperation.  I  know  if  those  people  who 
live  in  Newport,  who  live  in  luxury  on  Bellevue  Avenue — leaders  of  industry 
want  to  protect  their  wealth — must  realize  that  we  live  in  a  new  age  and  that 
poverty  and  starvation  must  be  abolished". 

Unemployment  insurance.  The  attitude  of  the  resolution  committee,  which 
considered  a  number  of  resolutions  on  the  subject.  Proceedings,  1930,  pages 
311-312. 

"Every  system  of  unemployment  insurance  advanced  here  contemplates  super- 
vision and  control  by  both  Federal  and  State  Governments  and  will  require 
registration  not  only  of  the  aliens  among  the  workers  but  of  all  workers.  *  *  * 
Shall  we  discard  the  system  under  which  we  move  freely  from  one  end  of  our 
great  country  to  the  other,  crossing  State  lines,  stopping  where  we  please,  leaving 
when  we  choose,  living  where  we  will,  without  ever  undergoing  the  scrutiny  of 
a  Government  official  or  reporting  to  Government  officers?     *     *     * 

"Are  we  to  join  in  the  fallacious  argument  now  being  offered  in  some  quarters 
that  the  laws  proposed  for  unemployment  insurance  are  on  a  par  with  work- 
men's compensation  acts?  Is  it  not  true  that  unemployment  schemes  of  the  sort 
advocated  in  the  resolutions  before  this  convention  will  tend  to  prevent  the 
workers  from  joining  in  movements  to  increase  wages     *     *     *?" 

Report  of  the  committee  was  adopted. 

Old  age.     From  executive  council  report.     Proceedings,  1930,  pages  115-116 

"Agitation  for  the  protection  of  those  who  are  unable  to  take  care  of  them- 
selves after  they  have  reached  the  retirement  age  spread  throughout  tbe  Nation 
during  the  past  year.  The  demand  for  old-age  security  reached  Congress  and 
for  the  first  time  in  the  history  of  that  body  an  extensive  hearing  was  held  at 
the  request  of  the  American  Federation  of  Labor  on  the  question  of  old-age 
pensions. 

"Experts  from  many  organizations  appeared  and  gave  conclusive  evidence 
that  those  who  are  unable  to  care  for  themselves  after  reaching  old  age  should 
be  protected.  Already  10  States  and  1  Territory  have  enacted  old-age  pension 
laws,  but  none  of  them  is  of  such  a  practical  character  that  the  American 
Federation  of  Labor  can  unequivocally  endorse  them  as  model  laws.  The  States 
leave  it  to  the  counties  to  determine  whether  they  shall  pay  the  pension  pro- 
vided for  in  the  acts,  and  many  of  the  counties  take  no  action."  Federal  aid 
was  advocated.     American  Federation  of  Labor  will  draft  a  bill. 

Unemployment-insurance  remarks  of  President  Green  during  debate  over  re- 
port of  the  resolution  committee,  which  attacked  a  series  of  resolutions  on 
unemployment  insurance.  (Several  members  had  opposed  the  report.)  Pro- 
ceedings, 1930,  pages  314-317 

"Some  are  sponsoring  a  more  ambitious  program  than  that  of  England,  who 
has  had  unemployment  insurance  for  a  quarter  of  a  century. 

"If  I  believed  that  we  could  require  industry  to  care  for  the  idle  worker, 
perhaps  I  would  be  for  it.  I  am  not  sure  that  I  would  be  for  it,  if  I  thought 
such  a  thing  was  possible;  but  I  am  talking  to  hard-headed  men.  I  am  hard 
headed  myself,  and  I  am  not  going  to  appeal  to  their  passions;  I  am  going  to 
talk  to  them  in  practical  terms.     *     *     * 

109780— 33— px  11 13 
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"No  man  is  touched  by  human  suffering  more  than  I  am.  This  tragedy  of 
unemployment  stalking  throughout  the  land  must  touch  the  heart  of  every 
worker;  but,  if  we  are  to  find  a  remedy,  if  we  are  to  provide  help,  let  us  do  it 
in  a  way  so  that  the  one  we  help  may  maintain  his  manhood  and  self-respect.' 

Unemployment.    From  remarks  of  President  Green.    Proceedings,  1930,  page  308 

"The  Chair  desires  to  just  make  a  brief  statement.  *  *  *  Unemployment 
is  the  outstanding  economic  fact  at  the  present  time.  To  me  it  is  a  tragedy, 
The  suffering  and  distress  which  follow  unemployment  are  in  a  way  indescrib- 
able.    *     *     * 

"I  believe  there  is  a  remedy  for  unemployment,  and  I  believe  we  can  seek 
and  apply  that  remedy  if  the  people  of  the  country  will  become  sufficiently 
aroused  so  that  they  will  demand  that  industry  itself  shall  put  its  house  in 
order  and  it  shall  discontinue  these  periodic  conditions  in  the  cycle  of  employ- 
ment.    *     *     * 

"I  maintain  that  it  is  a  reflection  upon  our  civilization  to  have  here  in  Amer- 
ica 3,000,000  people  unemployed  seeking  work  and  wanting  work.  It  is  inde- 
fensible, it  is  economically  wrong,  it  is  morally  wrong,  socially  it  is  a  disgrace, 
and  the  American  Federation  of  Labor  must  press  forward  until  we  find  a 
solution." 


Maternity  and  infancy. 


Proceedings,  1930,  page  105. 
report 


From  executive  council 


"The  maternity  and  infancy  act  came  to  an  end  June  30,  1929.  Before  that 
time,  however,  bills  were  introduced  to  extend  the  life  of  the  law.  In  December 
1929,  President  Hoover  made  a  recommendation  that  the  maternity  and  infancy 
act  be  restored,  but  that  part  of  its  provisions  come  under  the  control  and 
supervision  of  the  Public  Health  Service.  Bills  to  that  effect  were  reported  in 
February  1930,  but  there  was  such  opposition  that  nothing  was  done.  It  was 
contended  that  maternity  and  infancy  laws  should  be  administered  by  the 
Children's  Bureau  of  the  Department  of  Labor." 

Note. — Indicates  how  often  social  necessities  are  sidetracked. 
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Unemployment  insurance — debate.     Proceedings,  1931,  pages  374-393 

Chairman  WoU  reading  from  a  statement  submitted  to  the  royal  commission 
of  unemployment  insurance  by  the  Trade  Union  Congress  and  General  Council. 
Chairman  Woll  attempted  to  show  that  the  proposals  before  the  convention  were 
"doles"  and  not  what  should  be  called  "unemployment  insurance."  "It  is  true 
we  have  a  body  here  and  there  that  has  declared  in  favor  of  unemployment  insur- 
ance. That  does  not  say  they  have  given  the  thoughtful  study  and  consideration 
required  before  taking  our  Nation  into  an  adventure  of  this  kind.  I  think  we 
should  be  commended  for  pointing  out  the  dangerous  features  of  a  system  of 
this  kind." 

Pages  372-398:  Delegate  Dimcan,  Seattle  *  *  *  "You  did  not  hear  the 
British  fraternal  delegates  referring  to  unemployment  insurance  as  a  'dole',  did 
you?  No.  They  told  you  that  unemployment  insurance  has  done  more  to  main- 
tain the  standards  of  the  workers  in  Great  Britain  than  any  other  agency  in  this 
crisis.  Instead  of  degrading  man,  it  has  given  a  man  a  chance  to  stand  up  and 
sav,  'No;  I  will  not  go  in  and  work  for  less  than  my  fellows  get.  I  at  least  will 
not  starve  to  death.'  Oh,  they  may  paint  a  very  fine  picture  in  this  report,  but 
I  hope  we  will  not  have  to  go  back  to  our  constituency  and  say,  'Read  that;  it  is 
good  soothing  sirup.'" 

Pages  376-377:  Delegate  Hoffman,  meat  cutters.  "There  may  be  danger  in 
unemjjloyment  insurance,  call  it  what  you  will;  you  can  call  a  horse  a  cow,  but 
that  does  not  necessarily  make  a  horse  a  cow.  So  I  say  relief  ought  to  be  given 
to  this  unemployed  situation  in  the  United  States  and  it  ought  to  be  given  at 
once.     I  am  for  anything  that  is  going  to  help  the  unemployed." 

Pages  377-379:  "Delegate  Trotter.  Suggested  that  the  fraternal  delegates  be 
permitted  to  make  corrections  on  the  bitter  attack  made  by  Chairman  Woll. 
President  Green  felt  that  the  visitors  did  not  want  to  inject  themselves  into  the 
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Delegate  Furuseth,  seaman,  declared  his  sympathy  with  remarks  favoring 
unemployment  insurance  made  by  Delegate  Duncan,  Seattle,  as  far  as  it  afforded 
bread  for  the  unemployed.  In  floor  discussion  with  Delegate  Tobin  he  claimed 
that  neither  the  executive  council  nor  the  committee  told  what  workers  must  do 
for  bread.     Meanwhile,  he  perhaps  did  not  favor  unemployment  insurance. 

Unemployment  insurance.     Proceedings,  1931,  pages  148-165 

The  executive  council  presented  an  extensive  review  of  unemployment  insur- 
ance in  Great  Britain  and  Germany.     Finally  offering  the  following  proposals: 

"First,  we  propose  that  a  national  conference  of  employers  and  labor  be 
called  by  the  President  of  the  United  States  to  deal  directly  and  constructively 
with  the  unemployment  problem  and  to  devise  ways  and  means  by  which  and 
through  which  all  working  people  may  be  accorded  an  opportunity  to  share  in 
all  work  available. 

"Second,  in  order  to  accomplish  this  purpose,  we  propose  the  immediate 
inauguration  of  the  5-day  workweek  and  the  shorter  workday  in  all  public  and 
private  industry. 

"Third,  the  maintenance  of  the  wage  structure  and  wage  standards. 

"Fourth,  work  assurance.  A  guaranty  to  all  those  worker  who  are  employed 
that  they  are  secure  in  their  positions  and  that  through  the  application  of  the 
shorter  work  day  and  the  shorter  work  week  all  would  be  accorded  an  oppor- 
tunity to  share  equitably  in  all  work  available. 

"Fifth,  the  prohibition  of  child  labor  and  the  employment  of  adults  in  order 
that  the  slack  of  unemployment  may  be  taken  up. 

"Sixth,  the  stabilization  of  industry  with  particular  reference  to  those  in- 
du.^tires  which  are  classified  as  seasonal  in  character.  This  would  contemplate 
the  application  of  a  plan  whereby  improvements  could  be  carried  on  during 
periods  of  seasonal  recession  when  because  of  the  season  character  of  the  industry 
the  demands  for  goods  has  substantially  declined. 

"Seventh,  the  application  of  more  scientific  plan  of  industrial  production  so 
that  a  stable  balance  may  be  maintained  in  order  that  production  may  be  car- 
ried on  systematically  over  longer  periods  of  time." 

Maternity  and  infancy.     Proceedings  1931,  page  347 

"Your  committee  expresses  very  great  gratification  in  the  work  done  to 
protect  the  Children's  Bureau  in  the  Department  of  Labor  in  its  function  of 
caring  for  maternity  cases. 

"It  recommends  that  every  effort  be  made  to  secure  the  passage  of  a 
maternity  and  infancy  act  that  will  enable  the  Children's  Bureau  to  function 
as  formerly  in  the  care  of  maternity  cases." 

Unanimously  adopted. 

Unemployment.     Pages  354—368 

A  series  of  resolutions  suggesting  many  remedies  short  of  unemployment 
insurance.  The  principle  ones  were  Public  Works  programs  and  long-range 
planning. 

PROCEEDINGS,    1932 

Unemployment  insurance.  Pages  334-360.  A  series  of  resolutions  were  pre- 
sented on  unemployment  insurance. 

Resolution  no.  8,  proposed  that  Congress  be  petitioned  to  pass  a  law  creating 
unemployment  insurance. 

Resolution  no.  13,  presented  a  resolution  adopted  by  the  thirty-second  reg- 
ular convention  of  the  United  Mine  Workers  of  America  calling  for  a  study 
of  the  subject  to  the  end  that  "unemployment  insurance  or  some  plan  equally 
as  good  or  better  be  worked  out  and  presented  in  the  legislative  halls  of  the 
State  and  Nation" — and  is  accompanied  by  a  comprehensive  report  which  is 
submitted  as  the  work  of  the  international  officers  of  the  United  Mine  Workers 
of  America,  favoring  the  enactment  of  laws  to  establish  unemployment  insui'ance 
or  unemployment  reserves. 
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Not  accepted. 

Papes  335-360.  Resolution  no.  29  urged  the  enactment  of  compulsory  un- 
employment insurance  at  the  expense  of  the  State  and  the  employers. 

Resolution  no.  39  proposed  "a  system  of  unemployment  insurance  inaugurated 
and  controlled  by  the  States  and  supervised  by  the  Federal  Government"  and 
"to  be  a  charge  on  industry  in  the  same  way  as  workmen's  compensation  for 
accident." 

Resolution  no.  59  declared  for  unemployment  insurance  by  State  and  Federal 
enactment 

The  report  of  the  executive  council  recommending  enactment  of  unemployment 
insurance,  the  contributions  to  which  "should  be  paid  by  management  as  a 
part  of  the  cost  of  production" — was  adopted  after  an  extended  debate. 

Note. — This  is  their  "most  definite  swing  before  1934  toward  social 
insurance." 

Pages  358-360:  Delegate  Donnelly,  representing  the  Ohio  Federation  of  Labor, 
and  a  member  of  the  Ohio  Commission  on  Unemployment  Insurance,  wanted 
the  American  Federation  of  Labor  to  take  a  definite  stand  on  unemployment 
insurance.  He  concluded  as  follows:  "*  *  *  So  I  say,  and  this  commission 
says  (the  Ohio  commission)  that  even  during  periods  of  prosperity  we  have 
unemployment  that  affects  great  groups  of  people  and  we  could  relieve  the 
situation.  Even  if  we  had  to  face  such  a  situation  as  we  have  had  in  the  past 
3  years  we  would  have  had  at  least  $184,000,000  in  Ohio  to  reimburse  the  workers 
of  the  State,  and  we  would  not  have  been  losing  the  homes  of  the  State." 

Old  age.     Page  362 

The  executive  council's  report  contains  references  to  certain  bills  on  old-age 
pensions  pending  before  Congress. 

"We  express  the  hope  that  legislation  on  this  subject  will  be  forthcoming  in 
the  near  future.  Steady  progress  is  being  made  in  the  promotion  of  State  legis- 
lation providing  for  old-age  pension  systems.  Further  efforts  of  the  American 
Federation  of  Labor  and  the  various  State  branches  was  advocated." 

Report  was  unanimously  adopted. 
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Old  age.     Page  526 

Resolution  No.  13,  with  the  following  resolve,  was  unanimously  adopted: 
"Resolved,  That  the  American  Federation  of  Labor,  in  its  fifty-third  annual 
convention  held  at  Washington,  D.  C,  beginning  October  2,  1933,  request  every 
serious  effort  possible  to  find  ways  and  means  to  force  the  next  session  of  the 
Congress  of  the  United  States  to  enact  a  compulsory  old-age  pension  as  Federal 
and  State  laws." 

Unemployment  insurance.     Page  461,  from  Resolution  No.  14 

The  following  resolution  was  adopted  after  the  committee  on  resolutions  had 
noted  the  executive  council  report  of  the  year  before  which  had  pointed  out 
the  constitutional  limitations  preventing  enactment  of  a  compulsory  unemploy- 
ment-insurance law  applicable  to  all  workers. 

"Resolved,  That  the  American  Federation  of  Labor  *  *  *  beginning 
October  2,  1933,  urges  every  possible  means  and  power  available  to  make  the 
necessarv  arrangements  to  fight  during  the  next  session  of  the  Congress  of  the 
United  States  for  the  enactment  of  such  compulsory  unemployment  insurance 
legislation  as  may  be  permissible  under  the  Constitution,  including  provisions 
for  Federal  aid  to  the  States,  and  to  urge  the  enactment  of  compulsory  unem- 
ployment insurance  laws  in  every  State  in  the  Union." 
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Old  age.     Page  551 
The  executive-council  report  called  attention  to  the  fact  that  20  States  are 
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"It  is  to  be  regretted  that  our  National,  as  well  as  so  many  of  our  State  Gov- 
ernments, have  failed  thus  far  to  respond  to  this  great  and  humane  require- 
ment. We  direct  every  possible  effort  be  made  to  remedy  this  grievous  situa- 
tion, and  recommend  approval  of  this  section  of  the  report  of  the  executive 
council. " 

After  a  brief  discussion,  it  was  unanimously  adopted.     Page  553. 

Social  insurance.     Proceedings,  pages  598-603 

Resolutions  Nos.  10,  20,  32,  38,  57,  76,  91,  101,  124,  126,  and  180  dealt  with  the 
question  of  social  insurance.  They  were  reported  upon  in  a  group,  as  follows 
in  part: 

"The  Cincinnati  convention  in  1932,  by  unanimous  action,  placed  the  Ameri- 
can Federation  of  Labor  on  record  in  favor  of  compulsory  employment  in- 
surance. Three  years  before,  the  Toronto  convention  gave  an  equallj^  effective 
expression  to  the  conviction  on  the  part  of  this  federation  that  the  time  had 
arrived  in  American  industry  when  it  was  in  the  interest  of  general  welfare 
that  provision  should  be  made  for  old-age  pensions.  Taken  together  with  work- 
men's compensation,  this  provides  for  the  major  hazards  of  industry.  The 
experience  of  the  passing  months  has  confirmed  your  committee  in  the  soundness 
of  their  declaration  in  favor  of  social  insurance.  Your  committee  therefore 
recommends  concurrence  with  the  intent  of  these  several  resolutions  looking 
toward  the  endorsement  of  this  proposal. "     *     *     * 

"Your  committee  recommends  the  whole-hearted  endorsement  by  this  conven- 
tion of  the  general  proposals  for  social  insurance,  in  line  with  action  which  has 
already  been  taken  by  previous  conventions,  and  of  study  of  those  other  phases 
of  social  insurance  upon  which  previous  conventions  have  not  already  acted. 
We  concur  with  those  proposals  for  support  of  social  insurance  that  have  been 
set  forth  in  the  legislative  program  of  the  federation  and  nonconcur  with 
methods  that  have  been  advanced  which  are  at  variance  with  this  sound  and 
established  policy. " 

Report  unanimously  adopted. 

The  Chairman.  All  right,  Mr.  Gordon.     Mr.  Browder. 

STATEMENT  OF  EARL  BROWDER,  NEW  YORK  CITY,  REPRESENT- 
ING   THE    COMMUNIST    PARTY 

Mr.  Browder.  Mr.  Chairman  and  gentlemen  of  the  committee, 
speaking  for  the  Communist  Party,  and  for  the  approximately 
600,000  organized  workers  who  have  endorsed  our  program,  and 
for  the  several  millions  who  have  endorsed  our  position  on  unem- 
ployment insurance,  I  want  to  oppose  the  bill  before  this  committee 
which  embodies  the  administration  conception  of  unemployment, 
old-age,  and  social  insurance. 

It  is  the  position  of  the  Communist  Party  that  it  is  the  responsibility 
of  the  National  Government  to  provide,  against  all  those  vicissitudes 
of  life  which  are  beyond  individual  or  group  control,  a  guaranty  of  a 
minimum  standard  of  decent  livelihood  equal  to  the  average  of  the 
individual  or  group  when  normally  employed.  This,  always  a  vital 
necessity,  has  now,  due  to  the  economic  crisis  and  the  protracted 
depression,  become  literally  a  matter  of  life  and  death  for  millions, 
and  for  the  main  bulk  of  the  population  a  basic  factor  for  maintaining 
standards  of  life. 

Any  proposed  legislative  enactment  which  claims  to  forward  this 
aim  of  social  security  must  be  judged  by  the  degree  to  which  it 
embodies  the  following  provisions: 

1.  It  must  maintain  the  living  standards  of  the  masses  unimpaired. 
Anything  less  than  this  is  not  social  security,  but  merely  institutional- 
izing the  insecurity,  the  degradation  of  the  masses.     It  must  provide 
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for  benefits  equal  to  average  normal  wages,  with  a  minimum  below 
which  no  family  is  allowed  to  fall. 

2.  It  must  apply  to  all  categories  of  useful  citizens,  all  those  who 
depend  upon  continued  employment  at  wages  for  their  livelihood. 

3.  Benefits  must  begin  at  once,  when  normal  income  is  cut  off,  and 
continue  until  the  worker  has  been  reemployed  in  his  normal  capacity 
and  reestablished  his  normal  income. 

4.  The  costs  of  social  insurance  must  be  paid  out  of  the  accumulated 
and  cunent  surplus  of  society,  and  not  by  further  reducing  the  living 
standards  of  those  still  employed.  That  means  that  the  financing  of 
the  insurance  must  come  from  taxation  of  incomes,  beginning  at 
approximately  $5,000  per  year,  and  sharply  graduated  upward,  with 
further  provisions  for  taxation  of  undistributed  surpluses,  gifts, 
inheritances,  and  so  forth. 

5.  Social-insurance  legislation  must  provide  guarantees  against 
being  misued  by  discriminations  against  negroes,  foreign-born,  and 
the  ycung  workers  never  yet  admitted  into  industrj^,  and  other 
groups  habitually  discriminated  against  within  the  existing  social 
order. 

6.  Guaranties  must  be  provided  against  the  withholdiag  of  benefits 
from  workers  who  have  gone  on  strike  against  the  worsening  of  their 
conditions,  or  to  force  workers  to  scab  against  strikers,  or  to  force 
workers  to  leave  their  homes,  or  to  work  at  places  far  removed  from 
their  homes. 

7.  Administration  of  insurance  must  be  removed  from  the  control 
of  local  political  machines,  to  guarantee  that  the  present  scandalous 
use  of  relief  funds  to  impress  masses  into  support  of  the  Democratic 
Party  shall  not  be  made  permanent  under  pretext  of  "insurance"; 
this  means,  that  administration  must  be  tlu'ough  the  elected  repre- 
sentatives of  the  workers  involved,  making  use  of  their  existing  mass 
organiz  tions,  relying  upon  democratic  self-activity  and  organization. 

The  Communist  Party  opposes  the  Wagner-Lewis  administration 
bill  because  it  violates  each  and  every  one  of  these  conditions  for  real 
social  insurance.  It  does  not  provide  for  any  national  system  at  all, 
and  the  systems  permitted  for  the  various  48  States  in  effect  prohibit 
the  incorporation  of  any  of  the  above-mentioned  seven  essential 
features. 

The  Wagner-Lewis  bill  prohibits  benefits  of  more  than  a  fraction 
of  average  normal  wages.  It  specifically  excludes  from  its  supposed 
"benefits"  whole  categories  of  workers,  such  as  agricultural  and 
domestic  workers  and  those  employed  in  small  establishments,  who 
need  insurance  the  most  because  they  are  the  most  insecure,  the  most 
exploited  and  oppressed,  and  which  include  the  majority  of  the 
Negroes.  It  provides  for  a  benefit  period  which  is  only  a  small  frac- 
tion of  the  average  period  of  unemployment. 

Examining  only  these  three  phases  of  the  Wagner-Lewis  bill,  the 
conclusion  cannot  be  escaped  that  the  result  of  the  bill  would  be  to 
provide  even  less  than  is  now  being  given  in  relief,  miserably  inade- 
quate as  that  amount  is,  and  to  cut  oft"  from  even  this  reduced  amount 
the  great  masses  now  unemployed.  The  plain  intention  of  this  bill 
is  to  reduce  the  volume  of  governmental  aid  to  all  those  suffering 
from  involuntary  unemployment. 

\^Tien  it  comes  to  provisions  for  financing  this  parody  of  insurance, 


ECONOMIC    SECURITY   ACT  1207 

and  to  place  all  burdens  upon  the  poor.  Nothing  is  to  be  taken  from 
the  social  surplus,  which  exists  only  in  the  form  of  the  higher-income 
brackets,  undistributed  surpluses,  and  so  forth;  everything  is  to  be 
taken  directly  out  of  the  meager  and  decreasing  wage  fund  and  in- 
directly from  the  same  source  by  a  tax  on  pay  rolls  which  inevitably 
is  passed  on  to  the  masses  of  consumers  in  a  magnified  amount. 

Instead  of  guaranteeing  against  further  intensification  of  dis- 
crimination against  Negroes,  the  foreign-born,  and  young  workers, 
the  Wagner-Lewis  bill  does  the  opposite;  it  provides  explicitly  for 
such  further  discrimination,  by  excluding  from  benefits  those  who 
need  them  most,  agricultural  and  domestic  workers. 

Instead  of  guaranties  against  the  use  of  insurance  as  a  strike- 
breaking machinery,  this  bill  in  application  vvould  become  an  elaborate 
black-list  system  for  the  destruction  of  the  trade  unions.  The  only 
system  of  organization  that  could  flourish  under  the  Wagner-Lewis 
bill  would  be  the  company  unions,  those  menacing  forerunners  of 
facism  in  the  United  States. 

Instead  of  providing  for  democratic  administration  of  the  insurance 
system  by  the  workers,  the  Wagner-Lewis  bill  would  impose  an 
enormous  bureaucracy,  entirely  controlled  by  appointment  from 
above,  which  would  make  into  a  permanent  institution  that  system 
which  in  the  present  relief  administration  has  already  shown  itself 
as  the  greatest  menace  to  our  small  remaining  civil  liberties  and 
democratic  rights.  We  already  have  enough  examples  in  the  labor 
boards  which  are  doing  tremendous  damage  to  organized  labor. 

These  are  the  reasons,  in  concentrated  outline,  why  the  Com- 
munist Party  opposes  the  Wagner-Lewis  bill.  These  are  the  reasons 
why  we  declare  this  bill  is  not  even  a  small  step  toward  real  insurance, 
but  on  the  contrary,  a  measure  to  prohibit,  to  make  impossible,  a  real 
social-insurance  system. 

The  alternative  to  the  Wagner-Lewis  bill  is  before  Congress  for  its 
consideration,  in  the  form  of  the  workers'  unemployment,  old-age, 
and  social-insurance  bill,  H.  R.  2827,  introduced  by  Congressman 
Ernest  Lundeen  of  Minnesota.  This  bill,  H.  R.  2827,  while  still 
sufi'ering  from  a  few  defects,  embodies  in  the  main  the  principles  which 
we  support  energetically  and  unconditionally,  for  which  we  have  been 
fighting  for  many  years.  Only  the  principles  embodied  in  H.  R.  2827 
can  provide  any  measure  of  real  social  security  for  the  toilers  of  the 
United  States. 

It  is  one  of  the  symptoms  of  the  irrationality  of  our  present  gov- 
ernmental system,  from  the  point  of  view  of  the  interests  of  the  masses 
of  the  people,  that  this  committee  is  considering  legislation  on  unem- 
ployment insurance  without  having  before  it  the  workers'  bill,  the 
only  project  which  has  organized  mass  support  throughout  the  coun- 
try based  upon  intelligent  discussion  involving  millions  of  people. 
The  workers'  bill  is  supported  not  only  by  the  Communist  Party  and 
its  600,000  supporters  for  whom  I  speak,  but  by  several  million  other 
organized  workers,  farmers,  and  middle-class  people. 

There  is  a  fashion,  nowadays,  for  every  upstart  demagogue  to  try 
to  impress  Congress  and  the  country  with  fantastic  figures  of  tens  of 
millions  of  supporters  for  each  new  utopia,  each  quack  cure-all,  which 
exploits  the  misery  of  the  masses.  I  have  no  desire  to  compete  in 
this  game,  the  paper  counters  of  which  cannot  be  checked  against  any 
reality.     The  figures  which  we  cite  of  organized  supporters  of  the 


1208 


ECONOMIC    SECURITY    ACT 


workers'  bill  are  verifiable  membership  figures  of  established  mass 
organizations,  almost  all  of  them  of  long  standing  and  including  a 
great  section  of  the  American  Federation  of  Labor. 

An  attempt  is  being  made  to  smother  in  silence  the  workers'  bill, 
both  in  Congress  and  in  the  newspapers.  To  make  more  plausible 
this  silence  on  the  workers'  bill,  which  is  the  only  practical  alternative 
to  the  Wagner-Lewis  bill,  there  has  been  trotted  out  as  the  "alterna- 
tive" a  straw  man  in  the  shape  of  the  so-called  "Townsend  plan." 
It  is  very  easy  to  tear  to  pieces  this  straw  man,  in  spite  of  its  very 
praiseworthy  desires  to  care  for  the  aged,  and  to  consider  that  this 
disposes  of  the  workers'  bill,  which  makes  really  practical  provision 
for  those  over  working  age.  But  it  will  not  be  so  easy  to  get  the 
masses  to  accept  this  verdict.  Even  such  loyal  servants  of  the  ad- 
ministration as  the  executive  council  of  the  A.  F.  of  L.,  who  have 
swallowed,  one  after  another,  the  injuries  and  insults  dealt  the  workers 
for  2  years  and  who  have  bitterly  opposed  the  workers'  bill,  have 
been  forced  to  draw  back  before  the  discredit  and  mass  revolt  against 
them  which  must  inevitably  be  the  lot  of  all  who  identify  themselves 
with  the  Wagner-Lewis  bill. 

The  workers'  bill  is  before  the  Congress  and  before  the  country. 
You  have  not  answered  it.  Your  present  bill  is  no  answer  but  only 
a  new  insult  to  the  suffering  millions.  You  cannot  continue  to  answer 
only  with  silence. 

We  know,  of  course,  that  the  enemies  of  the  workers'  bill  have  pre- 
pared and  are  preparing  their  arguments  against  it,  when  it  shall 
finally  force  itself  upon  the  floor  of  Congress.  It  would  be  more 
honest  if  they  would  at  once  place  their  arguments,  and  the  compari- 
son of  the  two  alternative  programs,  before  this  committee  and  others 
and  before  Congress  as  a  whole. 

All  arguments  against  the  workers'  bill  finally  resolve  themselves 
into  one,  the  argument  that  "it  costs  too  much" — that  "the  country 
cannot  afford  it." 

What  does  this  mean,  the  statement  that  "the  country  cannot 
aft'ord  it"? 

Does  it  mean  that  our  country  is  too  poverty-stricken  to  care  for 
its  own  people  at  a  minimum  decent  living  standard?  Does  it  mean 
that  in  our  country  we  do  not  have  enough  productive  land,  natural 
resources,  plants,  machinery,  mines,  mills,  railroads,  and  so  forth,  or 
that  we  lack  trained,  skilled  people  to  operate  them? 

Such  an  answer  would  be,  of  course,  only  nonsense.  All  the  wise 
men  and  authorities  of  the  country  are  wailing  that  we  have  too 
much  of  these  things  and  of  the  commodities  they  produce.  The 
Government  has  been  exerting  all  its  wits  to  reduce  the  supply  to 
destroy  the  surplus  which  it  claims  causes  all  the  trouble. 

Does  it  mean  that  the  Government  is  unable — is  too  weak — to 
raise  vast  sums  of  money  on  short  notice?  That  answer,  too,  is  ex- 
cluded. Our  memories  are  not  so  short  that  we  fail  to  recall  how,  in 
1917-18,  the  Government  raised  tens  of  billions  of  dollars  for  par- 
ticipating in  a  destructive  war;  if  we  can  afford  to  sink  tens  of  billions 
in  explosives,  poison  gases,  battleships,  and  other  materials  to  destroy 
millions  of  people  abroad,  why  cannot  we  spend  similar  sums  to 
provide  food,  clothing,  and  shelter  to  save  the  lives  of  millions  of 
people  at  home? 
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No;  that  phrase  "the  country  cannot  afford  it",  can  only  have  one 
meaning;  that  the  small  group — an  infinitesimal  fraction  of  the 
population — which  ovms  all  the  chief  stores  of  accumulated  wealth 
and  productive  forces  and  which  dictates  the  policies  of  government, 
refuses  to  pay;  while  the  masses  of  people,  who  need  insurance  pre- 
cisely because  they  have  been  robbed  of  all,  cannot  pay. 

But  our  country  cannot  and  does  not  avoid  paying  the  bill  for 
unemployment,  old  age,  maternity,  and  other  hazards.  Now  the 
country  pays,  not  in  money  but  in  the  lives  of  men,  women,  and 
children.  This  is  the  price  which,  above  all  other  prices,  the  country 
really  cannot  afford  to  pay. 

We  propose  that  our  country  shall  begin  to  pay  the  bill  in  that 
only  currency  we  can  afford,  in  the  accumulated  wealth  and  produc- 
tive forces,  by  taxing  the  rich. 

We  propose  to  reverse  the  present  policy,  which  taxes  the  poor  in 
order  to  relieve  and  further  subsidize  the  rich;  we  propose  to  tax  the 
rich  to  feed  the  poor. 

Those  gentlemen  who  argue  that  despite  our  country's  immense 
wealth  it  cannot  afford  real  unemployment  insurance  because  the 
cost  would  dig  into  profits,  and  that  our  present  system  cannot 
operate  if  it  touches  these  sacred  profits,  are  really  pouring  oil  on  the 
fires  of  radicalization  that  are  sweeping  through  our  country.  Mil- 
lions of  our  people — the  useful  ones,  those  who  work — are  sick  and 
tired  of  being  told  about  the  sacredness  of  profits,  while  their  children 
starve.  They  are  more  and  more  getting  into  that  mood  which,  in  a 
previous  crisis  of  our  national  life,  produced  the  Declaration  of 
Independence.  The  direction  of  the  masses  now,  as  then,  is  a  revolu- 
tionary one,  with  this  difference,  that  then  it  was  independence  from 
King  George  and  a  dying  feudalism  that  was  required,  while  today  it 
is  independence  from  King  Profits  and  a  dying  capitalism  which 
tries  to  prolong  its  life  at  the  cost  of  denying  social  insurance. 

We  Communists  have  been  denounced  in  this  Congress,  as  well  as 
in  the  daily  press,  as  enemies  of  our  country,  as  a  "menace",  because 
we  speak  of  the  possibility  and  necessity  of  revolution  to  solve  the 
problems  of  life  of  the  great  majority  of  the  people.  We  have  been 
accused  of  all  sorts  of  silly  things,  such  as  "plots  to  kidnap  the 
President",  of  being  bombers,  conspirators,  and  so  forth.  All  that 
is  nonsense,  but  very  dangerous  nonsense — it  is  a  screen  of  poison 
gas  to  hide  the  attacks  that  are  being  made  against  all  democratic 
rights,  against  the  trade  unions,  against  the  living  standards  of  the 
people.  History  has  shown  beyond  dispute  that  such  attacks, 
beginning  against  the  Communists,  never  end  there,  but  only  in  a 
full-fledged  Fascist  dictatorship  which  destroys  all  rights  of  the 
people. 

The  Communist  "menace"  really  means  that  those  moneyed  inter- 
ests which  finance  this  great  campaign  against  communism,  knowing 
that  millions  of  people  are  in  a  really  desperate  situation  and  a 
desperate  frame  of  mind,  are  afraid  that  these  millions  will  go  over 
to  the  Communist  Party  and  program. 

But  those  gentlemen  who  really  want  to  remove  this  "menace" 
should  listen  to  the  advice  which  we,  the  Communists,  give  you 
gratis.  Remove  the  desperate  situation  of  these  millions,  grant  that 
minimum  measure  of  real  social  security  such  as  is  provided  in  the 
workers'  bill,  prove  in  fact,  in  life,  that  it  really  is  possible  for  the 
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masses  to  continue  to  live  under  capitalism.  In  reality  we  are 
fighting  to  improve  the  living  standards  of  the  masses;  when  revolu- 
tion comes  it  will  be  because  the  rulers  of  this  country  have 
proved  that  there  is  no  other  way  out,  that  there  is  no  other  way 
toward  a  secure  life. 

It  is  worth  remembering,  that  after  1776,  when  our  Declaration  of 
Independence  acted  as  the  spark  that  set  fire  to  the  democratic  revo- 
lution in  France  and  throughout  Europe,  the  reactionary  forces  of 
the  world  fought  against  the  "dangerous"  ideas  that  were  supposed 
to  be  "imported  from  America. "  Today  the  same  comedy  is  repeated 
but  this  time  the  revolution  is  said  to  be  "imported  from  Moscow." 
In  both  cases,  the  deep  reality  behind  the  nonsensical  slogan  is  that 
the  country  attacked  is  the  one  that  is  showing  the  way  to  the  solu- 
tion of  the  problem  of  the  people.  "Moscow",  that  is  the  Soviet 
Union,  has  adopted  complete  social  insurance,  has  solved  unemploy- 
ment, is  improving  the  living  standards  of  all  the  people,  is  enor- 
mously expanding  its  economic  life.  Do  a  better  job,  or  even  just 
as  good,  and  "Moscow"  will  be  not  the  slightest  danger. 

Present  proposals  which,  while  denying  real  unemployment  insur- 
ance, would  enact  some  new  alien  and  sedition  laws,  to  crush  down  the 
growing  demand  for  a  better  life,  also  recall  moments  in  the  past 
history  of  our  country.  We  had  a  period  of  alien  and  sedition  laws 
in  the  early  1800's,  also  adopted  and  carried  out  in  the  interests  of 
established  property  and  designed  to  crush  a  democratic  movement 
arising  from  the  masses  of  the  people.  The  party  which  sponsored 
those  laws  went  down  in  disgrace  and  defeat,  the  laws  were  repealed 
after  long  suffering  and  struggles,  those  against  whom  the  alien  and 
sedition  laws  were  directed  came  into  direction  of  the  affairs  of  the 
country.  Any  attempt  to  solve  today's  problems  by  alien  and  sedi- 
tion laws  will  be  as  futile  as  those  of  the  times  of  Madison  and 
Jefferson. 

There  is  no  substitute,  there  is  no  way  to  avoid,  the  demand  for 
full  unemployment,  old-age,  and  social  insurance.  Its  denial  will 
only  accelerate  the  growing  revolutionary  mass  unrest,  intensify  the 
social  struggles.  The  Wagner-Lewis  bill  is  a  transparent  attempt  to 
sidetrack  this  demand.  The  new  legislation  against  the  Conimunist 
Party  is  only  a  futile  attempt  to  silence  the  movement.  Neither  can 
succeed.  Only  the  workers'  unemployment,  old-age,  and  social  in- 
surance bill  can  satisfy  the  aroused  masses  of  the  useful  people,  the 
working  people,  of  the  United  States. 

The  Chairman.  All  right,  Mr.  Browder.     Mr.  Amter. 

STATEMENT  OF  I.  AMTER,  NEV7  YORK  CITY,  REPRESENTING  THE 
NATIONAL  UNEI^IPLOYMEKT  COUNCIL 

Mr.  Amter.  I  represent  here  the  National  Unemployment  Coun- 
cil, the  national  organization  of  the  unemployed  of  this  country,  with 
a  membership  of  approximately  500,000.  1  speak  also  in  behalf  of 
the  17,000,000  unemployed  in  the  United  States  who  with  their 
families  suffer  the  bitterest  want  and  destitution. 

The  unemployed  of  the  United  States  are  against  the  Wagner- 
Lewis  bill  and  brand  it  as  a  fraud  against  a  large  section  of  the  popu- 
lation, viz,  the  unemployed  and  their  families.     This  bill  has  been 
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paign  for  setting  up  the  only  genuine  unemployment  and  social  in- 
surance system  in  the  United  States,  viz,  that  proposed  through  the 
workers  unemployment,  old-age,  and  social  insurance  bill,  H.  R.  2827j, 
introduced  by  Congressman  Lundeen  on  January  3,  1935. 

It  is  a  noteworthy  fact  that  although  some  parties,  and  notably  the 
Republican  Party,  had  declared  against  unemployment  insurance  as 
being  "un-American",  in  the  last  election  campaign  every  political 
party  advocated  unemployment  insurance.  Thereby  those  who  only 
pretend  to  stand  for  unemployment  insurance  created  the  illusion 
that  they  intended  to  provide  protection  first  of  all  for  the  millions 
of  unemployed.  There  is  no  question,  therefore,  that  many  Senators 
and  Congressmen  were  elected  on  the  illusion  they  created.  There 
is  also  no  question  that  some  of  the  Senators  now  sitting  in  the 
Senate  Finance  Committee,  conducting  the  hearings  on  the  Wagner- 
Lewis  bill,  were  also  elected  on  this  illusion.  The  workers  of  this, 
country  are  again  paying  the  penalty  for  failing  victim  to  demagogic 
promises  of  capitalist  politicians. 

The  whole  social-security  program  of  the  Roosevelt  government  is 
based  upon  the  program  laid  down  by  the  American  Bankers  Asso- 
ciation, the  National  Manufacturers  Association,  and  the  United 
States  Chamber  of  Commerce.  They  are  bringing  this  program  to 
Mr.  Roosevelt  through  the  contact  committee  which  they  have 
established.  This  program  is  manifest  not  only  in  the  social-insurance 
proposals  embodied  in  the  Wagner-Lewis  bill  but  also  in  the  relief 
and  works  program  advocated  by  Mr.  Roosevelt. 

Our  first  objection  to  the  Wagner-Lewis  bill  is  that  it  completely 
excludes  from  its  provisions  any  protection  for  the  17,000,000  unem- 
ployed. We  state  there  are  fully  17,000,000  unemployed  and  base  our 
contention  upon  the  estimate  and  research  work  of  the  Labor  Research 
Association  of  New  York  City,  which  we  submit  for  the  record.  We 
wish  to  add  that  the  number  of  unemployed  under  the  beneficient  hand 
of  Mr.  Roosevelt  and  the  "new  deal"  is  not  diminishing  but  is  growing. 
According  to  a  report  of  William  Green,  president  of  the  A.  F.  of  L., 
the  number  of  unemployed  at  the  end  of  December  1934  was  larger 
than  at  the  end  of  1933.  This  includes  5,000,000  youth,  who,  accord- 
ing to  Dr.  Zook,  United  States  Commissioner  of  Education,  and  New- 
ton D.  Baker,  former  Secretary  of  War,  have  never  obtained  a  job 
during  the  5  years  of  the  crisis.  This  includes  likewise  millions  of 
Negroes  in  all  parts  of  the  country,  who  are  the  most  oppressed  even  in 
so-called  "normal  times  ",  and  today  are  by  far  the  worst  sufferers  from 
the  crisis.  It  includes  also  millions  of  foreign-born  workers,  who, 
together  with  the  Negroes,  are  being  denied  relief  and  are  among  the 
most  destitute  in  the  country.  It  includes  hundreds  of  thousands  of 
teachers,  engineers,  technicians,  artists,  doctors,  writers,  white-collar 
workers,  etc. 

Even  in  the  days  of  so-called  "prosperity" — February  1929 — 
according  to  the  National  Committee  on  Economic  Security,  there  were 
2,817,000  unemployed.  According  to  Harry  L.  Hopkins,  Federal 
Relief  Director  "nearly  one-sixth  of  all  who  are  seeking  work  have 
been  unsuccessful  in  finding  it  for  nearly  4  years  (report  of  F.  E.  R.  A., 
September  1934). 

At  the  same  time  the  cost  of  living  is  inounting  to  the  skies.  Food, 
which  represents  45  percent  of  the  budget  of  a  working-class  family, 
has  mounted  30  percent  in  price  m  16  months;  clothing,  27  percent. 
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The  farmers  are  destitute  and  hundreds  of  thousands  of  them  together 
with  their  families  have  been  driven  off  the  land  and  are  dependent 
upon  relief. 

You  may  dispute  our  estimate  of  unemployment.  The  Federal 
Administration,  and  Miss  Perkins  in  particular,'  stated  that  there  are 
9,000,000  unemployed.  The  National  Commission  on  Economic 
Security  in  its  report  to  President  Roosevelt  on  January  17  states 
that  there  are  10,000,000  unemployed.  At  the  A.  F.  of  L. "^convention 
held  in  San  Francisco,  Mr.  "Watt,*  executive  secretary  of  the  Massa- 
chusetts State  Federation  of  Labor,  declared  there  were  16,000,000 
unemployed.  \\e  declare  that  Miss  Perkins  deliberately  underesti- 
mates the  figure.  In  March  1930,  when  Hoover  was  President  of  the 
United  States  and  stated  that  there  were  3,400,000  unemployed.  Miss 
Perkins,  w^ho  at  that  time  was  industrial  comn.issioner  of  New  York 
and  a  member  of  the  Democratic  Party,  declared  that  Hoover  falsified 
the  figures  to  suit  his  ow^n  aims.  Hoover  said  "prosperity  around 
the  corner.'!  Mr.  Roosevelt  also  tries  to  make  us  believe  that  con- 
ditions are  improving  and  the  number  of  unemployed  is  decreasing. 
This  is  untrue,  as  the  reports  from  every  industrial  center  clearly 
manifest. 

Let  us  examuie  the  Wagner-Lewis  bill  in  some  detail.  The  bill 
cannot  go  into  effect  until  July  1936.  If  a  worker  who  at  that  time 
is  employed  and  should  lose  his  job,  he  would  be  entitled  to  the 
equivalent  of  50  percent  of  his  wage  as  unemployment  compensation, 
this  not  to  exceed  $  1 5  per  w^eek.  No  minimum  wlia tever  is  established. 
The  w^orker  will  not  receive  his  insurance  iiimiediately  but  w^ill  have 
to  go  without  compensation  for  a  4  weeks'  waiting  period.  Since  no 
minimum  has  been  established,  it  is  obvious  that  many  workers  will 
receive  a  starvation  compensation.  We  call  attention  to  the  fact  that 
in  the  pecan-shelling  industry  the  minimum  wage  for  40  hours  of 
work  is  $6  per  week.  This  shamefully  low  wage  has  been  established 
by  Mr.  Roosevelt  because  the  overwhelming  majority  of  these 
workers  are  Negro  workers,  for  whom  Mr.  Roosevelt  has  decided  that 
$6  per  week  is  an  "adequate  wage."  A  pecan-shelling  w^orker  now 
employed,  but  who  might  lose  his  work  after  July  1936  would  be 
entitled  to  $3  a  week  unemployment  compensation. 

2.  The  bill  further  provides  that  the  compensation  shall  continue 
for  only  15  weeks.  In  the  case  of  a  pecan  sheller  it  would  mean  a 
total  of  $45.  In  no  case  could  it  amount  to  more  than  $225.  After 
the  15  wrecks  the  worker  has  no  further  claim  and  would  be  transferred 
either  to  home  relief  or  work  relief.  Only  in  exceptional  cases  where  a 
worker  has  worked  a  long  time  would  the  period  of  compensation  be 
lengthened.  The  whole  purpose  of  this  is  to  create  a  spirit  of  so- 
called  "loyalty",  that  is,  submission,  to  any  conditions  in  the  shop, 
in  order  that  at  a  future  date  a  worker  might  obtain  more  unemploy- 
ment conipensation.  The  purpose  of  this  is  to  force  workers  to 
accept  w'age  cuts  and  worse  conditions  within  the  shop. 

3.  The  bill  further  provides  that  a  tax  on  pay  rolls  amounting  to 
3  percent  shall  be  raised  from  among  the  employers.  This  tax  may 
be  reduced  to  2  percent  or  to  1  percent  depending  upon  the  business 
index  in  comparison  with  that  of  the  period  of  1923-25.  This  can 
have  only  one  of  two  effects;  either  to  reduce  the  amount  of  com- 
pensation, or  to  postpone  payment  of  compensation. 
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4.  The  bill  excludes  from  protection  so-called  "seasonal"  and 
"casual  workers,"  and  workers  in  shops  employing  less  than  four 
workers.  It  deliberately  excludes  agricultural  and  domestic  workers. 
There  is  practically  no  industry  m  the  country  which  is  not  a  seasonal 
industry.  It  is  obvious,  therefore,  that  a  huge  section  even  of  the 
so-called  "employed  workers"  will  get  no  compensation. 

5.  The  bill  provides  for  taxes  of  1  percent  or  3  percent  directly  on 
the  wages  of  the  workers.  This  fact  is  being  concealed,  whereas  the 
tax  on  pay  rolls  is  emphasized.  The  pay-roll  tax,  as  Senator  Wagner, 
Miss  Perkins,  and  William  Green,  testifying  before  the  Ways  and 
Means  Committee,  admitted,  would  be  passed  on  to  the  consumer. 
The  great  bulk  of  the  consumers  are  the  workers  themselves.  By 
raising  the  price  of  his  merchandise  the  employer  will  compel  the 
workers  themselves  to  pay  for  their  insurance.  Not  only  are  the 
workers  of  the  United  States  (whose  wages  were  lower  in  September 
1934  even  than  in  September  1933)  not  in  a  position  to  pay  for  their 
insurance,  but  the  whole  Wagner-Lewis  unemployment  insurance 
plan  is  being  placed  before  the  working  class  of  the  United  States  as 
something  that  is  being  done  for  them,  whereas  in  reality  it  is  being 
taken  out  of  the  pay  envelopes  of  the  workers. 

6.1  call  attention  further  to  the  fact  that  each  employer  in  the 
categories  specified  will  have  to  pay  the  3  percent  pay-roll  tax.  This 
includes  the  producer  of  raw  material,  the  wholesaler  of  raw  material, 
the  manufacturer,  the  jobber,  and  finally,  the  retailer.  Thus  if  each 
pays  3  percent,  then  by  the  time  it  reaches  the  consumer  it  may 
amount  to  20  percent  or  more.  This  is  nothing  more  than  open  rob- 
bery of  the  workers, 

7.  The  Wagner-Lewis  bill  is  not  a  Federal  bill,  but  is  merely  a 
plan  and  system  for  recommendation  to  the  State  governments.  The 
latter  are  at  liberty  to  adopt  it  or  not.  The  State  governments  may 
exercise  discriminatory  powers  against  certain  sections  of  the  popu- 
lation— for  instance  the  Negro  and  foreign-born.  The  State  govern- 
ment might  decide  on  waiting  period  of  4  months,  a  minimum  or 
even  maximum  compensation  of  $2  per  week,  and  that  the  period  of 
compensation  might  be  for  2  or  3  weeks.  Thus  the  whole  plan  be- 
comes a  hoax,  but  a  most  serious  hoax,  since  it  involves  the  lives  and 
welfare  of  the  whole  working  population.  The  cost  to  the  United 
States  Government  in  this  plan  is  practically  nothing.  This  is  based 
upon  Mr.  Roosevelt's  contention  that  any  and  all  insurance  schemes 
must  be  upon  a  "sound  basis."  This  "soundness"  is  not  considered 
when  the  United  States  Government  makes  appropriations  for  war 
purposes.  Thus  at  a  time  when  the  United  States  Government  is 
talking  "economy"  it  is  appropriating  for  the  coming  fiscal  year  more 
than  $840,000,000  for  war  purposes,  as  last  year  it  spent  nearly 
2  billion  dollars  in  preparation  for  war.  "Economy"  also  plays  no 
part  in  the  grants  and  subsidies  of  the  R.  F.  C,  which  has  given 
to  the  bankes,  railroads,  and  big  corporations  of  this  country  more 
than  $8,350,000,000  supposedly  for  the  purpose  of  putting  the  millions 
back  to  work.  But  the  millions  remain  unemployed  while  these 
funds  were  used  by  the  big  corporations  for  the  payment  of  tremendous 
profits  and  dividends,  which  according  to  Mr.  Richberg,  rose  up  to 
600  percent  during  the  first  year  of  the  "new  deal",  and  for  the 
purpose  of  paying  the  high  salaries  of  officers  of  the  big  corporations. 
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8.  When  one  looks  at  the  old-age  pension  as  embodied  in  the 
Wagner-Lewis  bill,  one  observes  the  whole  sliamelessness  of  the  bill. 
The  Federal  Government  proposes  that  each  person  above  65  years  of 
age,  a  citizen,  and  now  destitute,  shall  receive  a  maximum  of  $15 
per  month  from  the  Federal  Government;  provided,  each  dollar  is 
matched  by  another  dollar  furnished  by  the  State  government.  In 
other  words,  a  worker  who  has  given  the  best  of  his  life  to  the  building 
up  of  this  country  and  to  the  creation  of  wealth  which  is  now  in  the 
hands  of  the  Wall  Street  bankers  shall  have  the  munificent  income  of 
$7  a  week.  But  even  this  is  not  assured,  since  most  States  cannot 
or  will  not  appropriate  sufficient  amounts  to  maintain  the  aged. 
There  are  States  today  which  have  old-age  pension  systems  which 
grant  the  pensioners  as  low  as  $7  a  month.  Obviously  if  they  are  to 
match  dollar  for  dollar  the  pensioner  will  not  be  more  secure  in  his 
position. 

The  State  must  raise  funds  in  order  to  provide  the  pension.  Todaj 
the  States  adopt  only  one  method,  which  they  are  putting  through 
with  all  energy,  viz,  by  means  of  sales  taxes.  This  again  is  a  direct 
attack  upon  the  living  conditions  of  the  workers. 

9.  However,  in  connection,  both  with  the  proposed  unemploy- 
ment insurance  and  old-age  pensions,  as  State  institutions  and  requir- 
ing previous  residence  of  5  years  in  the  State,  they  put  many  workers 
completely  be^^ond  the  scope  of  the  bill.  Workers  are  obliged  to 
move  from  city  to  city  and  from  State  to  State  in  search  of  work. 
Old  men  and  women  move  about  from  son  to  daughter  and  to  rela- 
tives in  order  to  seek  refuge.  These  people  would  be  ineligible  either 
for  unemployment  compensation  or  old-age  pension. 

10.  As  far  as  old-age  annuity  is  concerned,  we  repeat  that  the 
wages  of  the  workers  are  so  low  that  they  cannot  afford  to  invest  in 
protection  against  old  age.     This  must  come  from  other  sources. 

11.  We  wish  to  call  the  attention  of  the  Finance  Committee  to 
the  fact  that  in  the  provisions  of  the  bill  for  old-age  insurance,  depend- 
ent children,  social  insurance,  unemployment  compensation,  maternal 
and  child  health,  crippled  children,  cliild  welfare,  pubUc  health — -a 
whole  series  of  supposed  protective  measures  for  the  working  popu- 
lation— the  total  expenditure  of  the  Federal  Government  during  the 
first  year  would  be  $102,500,000  and  during  the  successive  years  no 
more'^than  $267,500,000.  With  this  paltry  sum  Mr.  Roosevelt  and 
the  sponsors  of  the  Wagner-Lewis  bill  pretend  to  provide  "social 
securitj^"  for  the  American  workers. 

Is  it  not  clear,  therefore,  why  William  Green  who  only  a  few  years 
ago  also  opposed  unemployment  insurance  as  "un-American"  and 
later  was  converted  to  support  of  the  Wagner-Lewds  bill,  now,  under 
pressure  of  the  rank  and  file  of  the  A.  F.  of  L.,  has  been  compelled  to 
denounce  the  Wagner-Lewds  bill  as  "inadequate  and  unworkable". 

Perhaps  the  best  characterization  of  the  bill  has  been  given  by 
the  Rev.  Dr.  Flo^^d  Van  Keuren,  executive  secretary  of  the  Social 
Service  Commission  of  the  Protestant  Episcopal  Diocese  of  New 
York,  who  according  to  the  New  York  Times  of  February  17  declared: 

Whoever  actually  wrote  the  bill,  if  he  were  honest  about  it,  must  have  been 
in  that  generous  but  irresjjonsible  mood  usually  associated  with  drunken  sailors. 

This  is  an  insult  to  the  sailors  but  shows  the  irresponsibility  to  the 

Amorir-on    T->or>T^1n   r>f    flmcr>   ^\-lir>    ott>   oftpntrntincr   fr\   nn<?<?    tnT5   lf>f1<?lfl  tion 
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through  the  United  States  Congress.  The  National  Committee  on 
Economic  Security  on  page  7  of  its  report  declared,  "It  must  be 
remembered  that  a  large  part  of  the  population  will  not  be  covered 
by  unemployment  compensation."  It  is  in  the  name  of  these  millions 
and  of  those  who  ostensibly  will  receive  compensation,  that  the  Na- 
tional Unemployment  Council  protests  and  demands  the  rejection  of 
the  Wagner-Lewis  bill. 

In  its  place  we  put  before  you  for  adoption  the  workers'  bill,  H.  R. 
2827.  This  bill  provides  that  every  worker  and  farmer  in  the  United 
States  above  18  years  of  age,  be  he  employed  or  unemployed,  with  no 
discrimination  as  to  age,  sex,  race,  nationality,  rehgious  or  political 
affiliation,  shall  come  within  the  provisions  of  the  bill  for  Federal 
unemplo3'ment  and  social  insurance.  No  matter  for  what  reason 
he  or  she  cannot  work,  whether  it  be  due  to  unemployment,  part- 
time,  sickness,  accident,  old  age,  or  maternity,  he  shall  be  entitled 
to  insurance  equivalent  to  the  average  local  wage,  but  at  no  time 
shall  this  be  less  than  $10  per  week  plus  $3  for  each  dependent  and 
this  compensation  to  continue  for  the  w^hole  period  of  his  inability 
to  work  through  no  fault  of  his  own.  The  funds  for  this  shall  be 
obtained  from  the  United  States  Treasur}'^  and  if  necessary  through  a 
tax  on  all  incomes  above  $5,000,  inheritances,  gifts.  The  fimds  shall 
be  administered  and  controlled  by  committees  of  the  workers  and 
farmers  elected  by  workers  and  farmers  organizations. 

It  is  no  wonder  that  this  bill  has  the  support  of  every  working-class 
organization  before  which  it  has  been  brought.  In  spite  of  the 
vi  ious  attacks  that  were  made  upon  the  workers'  bill  by  the  leader- 
ship of  the  American  Federation  of  Labor  more  than  3,000  locals  of 
the  American  Federation  of  Labor,  5  internationals,  6  State  federa- 
tions of  labor,  and  50  central  labor  bodies  have  endorsed  the  bill. 
In  addition  the  bill  has  been  endorsed  by  about  70  municipal  councils, 
boards  of  county  commissioners,  and  so  forth.  This  includes  such 
municipal  councils  as  those  of  St.  Louis,  Minneapolis,  Milwaukee, 
Tacoma,  Toledo,  Buffalo,  Allentown,  and  so  forth.  Fully  5,000,000 
people  stand  behind  the  workers'  bill. 

It  is  no  wonder,  therefore,  that  efforts  are  being  made  to  rush  the 
Wagner-Lewis  bill  through  the  United  States  Congress.  The  purpose 
is  to  offset  the  tremendous  movement  that  is  growing  in  this  country 
for  genuine  social  insurance — the  movement  that  recognizes  that 
there  is  only  one  bill  eimed  to  furnish  genuine  social  insurance,  and 
that  is  the  workers'  bill,  H.  R.  2827.  The  workers'  bill  has  been 
introduced  in  the  United  States  Congress  and  also  in  10  State  legis- 
latures, including  Massachusetts,  Rhode  Island,  Connecticut,  Minne- 
sota, Ohio,  Washington,  Oregon,  California,  and  so  forth.  It  has  the 
support  of  practically  every  unemployed  group  and  organization  in 
the  country  as  well  as  organizations  of  white-collar  workers,  fraternal, 
Negro,  youth,  farm,  veteran,  and  professional  organizations. 

If  the  unemployed  are  not  to  come  within  the  provisions  for  social 
insurance  in  the  United  States  then  what  does  the  Government  intend 
to  do  with  them?  On  Labor  Day  of  last  year  William  Green  declared 
that  the  10,000,000  unemployed  represent  "40,000,000  people  in  the 
United  States  who  are  dependent  on  relief."  Mr.  Hopkins  reports 
20,000,000  on  the  relief  rolls  in  the  United  States.  This  means  that 
20,000,000  are  getting  no  relief  whatever.  Mr.  Roosevelt  does  not 
concern  hhnself  with  these  20,000,000.     On  the  contrary,  he  demands 
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that  of  the  5,000,000  family  heads  now  on  the  rehef  rolls  1,500,000 
shall  be  transferred  to  State  and  municipal  relief.  The  States  and 
cities  are  bankrupt  and  everywhere  are  placing  the  burden  of  main- 
taining the  unemployed  on  the  shoulders  of  the  workers  by  means  of 
sales  taxes.  When  one  considers  that  even  with  Federal  contribu- 
tions, relief  per  family  of  four  in  Kentucky  in  October  amounted  to 
$8.23  a  month;  in  South  Carolina  to  $9.08;  in  North  Carolina  $9.92 
a  month,  and  on  a  similar  level  in  various  parts  of  the  country,  then 
it  is  obvious  that  if  the  Federal  contribution  is  withdrawn  the  con- 
dition of  these  workers  will  be  driven  down  still  lower. 

The  Federal  Government  further  proposes  to  put  3,500,000  un- 
employed on  work  relief  and  "promises"  an  average  of  $50  a  month. 
There  is  no  basis  for  this  promise  since  in  the  Emergency  Works 
program  of  October,  1,950,000  workers  received  $51,000,000  in  wages 
or  only  $26.16  a  month.  However,  this  proposal  is  an  attack  upon 
the  organized  workers  of  this  country,  particularly  the  building-trades 
workers,  who  will  have  their  scale  reduced  more  than  70  percent.  It 
is  a  dire  threat  against  the  living  standards  of  every  worker  in  the 
United  States  and  is  the  signal  for  a  vicious  offensive  of  the  employers 
against  the  trade-union  movement  of  this  country. 

Further  points  in  the  Government  program  are  transient  camps, 
affording  food  and  shelter  and  90  cents  a  week  for  single  men;  semi- 
n  ilitary  C.  C.  C.  camps  for  nearly  1,000,000  youths  who  in  the  camps 
represent,  according  to  Harry  H.  Woodring,  Assistant  Secretary  of 
War,  "the  first  real  test  of  the  Army's  plans  for  war  mobilization 
under  the  National  Defense  Act";  as  well  as  subsistence  homesteads 
to  which  1,000,000  workers  from  the  cities  and  their  families  are  to  be 
transported  to  the  country-side  and  to  work  out  an  existence  of  their 
own  without  Government  support. 

This  is  the  program  that  we  can  only  characterize  as  a  hunger 
progi-am  of  the  Roosevelt  government.  The  National  Unemploy- 
ment Council  will  fight  against  this  program  and  is  mobilizing  the 
unemployed,  both  those  belonging  to  the  trade-union  movement  and 
the  unorganized  workers,  for  a  struggle  against  the  whole  program. 
In  spite  of  the  growing  terror  in  every  part  of  the  country,  strength- 
ened by  the  vicious  Hearst  press  and  the  Dickstein-McCorn.ick 
committee;  in  spite  of  the  semifascist  proposals  of  Father  Cougblin 
and  Senator  Huey  Long;  in  spite  of  the  fantastic  schemes  of  Dr. 
Townsend,  the  Utopians,  E.  P.  I.  C,  and  so  forth,  but  above  all,  in 
spite  of  the  inherent  facist  line  of  the  Federal  Government  and  the 
organization  of  such  fascist  gangs  as  the  vigilantes,  crusaders,  silver 
shirts,  American  Liberty  League,  and  so  forth,  the  fight  against  the 
hunger  program  goes  on. 

Now,  in  the  sixth  year  of  the  crisis,  with  no  prospects  but  of  a 
deepening  of  the  crisis  and  of  another  world  war,  the  workers  of  the 
United  States  are  demanding  some  form  of  security.  We  do  not  ask 
what  the  cost  will  be.  When  the  United  States  Government  decided 
to  enter  the  World  War,  it  did  not  ask  what  it  would  cost.  There  is 
no  greater  war  today  than  the  war  against  hunger.  We  demand  that 
the  wealthy  of  the  country  be  compelled  to  pay  for  the  rehef  and  for 
social  insurance  for  the  poor.  We  demand  that  the  Senate  Finance 
Committee  reject  the  Wagner-Lewis  bill  and  urge  that  it  endorse  the 
workers'  bill,  H.  R.  2827,  and  report  it  for  passage  by  the  United 
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In  conclusion  we  wish  to  say  that  regardless  of  what  your  action 
may  be,  we  will  continue  the  fight  until  we  compel  the  United  States 
Congress  to  enact  the  workers'  bill.  The  National  Congress  for  Un- 
employment and  Social  Insurance  held  in  Washington  on  January  5 
to  7  was  a  step  in  the  building  of  the  united  front  of  all  sections  of 
the  working  population.  This  united  front  will  be  broadened  and 
deepened  in  spite  of  the  efforts  that  are  being  made  by  the  enemies 
of  the  workers,  both  inside  and  outside  our  ranks.  This  united  front 
is  the  guarantee  that  w^e  will  march  forward  shoulder  to  shoulder  in 
the  struggle  for  genuine  social  insurance,  in  the  struggle  for  our  rights. 

I  am  submitting  the  data  that  I  referred  to. 

Jobs,  Wages,  and  Profits  During  the  Crisis  Years 
Prepared  by  Labor  Research  Association 

The  data  which  follows  is  presented  for  the  purpose  of  showing  certain  trends 
in  employment  and  earnings  of  workers  and  the  profits  made  by  corporations 
during  recent  years.  The  figures  speak  for  themselves,  showing  the  contrast 
between  the  amounts  received  by  the  wage-earning  class — due  to  unemploy- 
ment, part-time  employment,  and  wage  cuts — and  the  amounts  which  were 
reported  as  profits  during  the  same  period  by  leading  corporations  in  various 
industries. 

These  figures  show  very  clearly  the  way  in  which  the  position  of  the  workers 
has  become  less  and  less  secure,  and,  in  the  absence  of  unemployment  insurance, 
they  show  just  what  it  has  cost  the  working  class  to  carry  the  crisis  on  their 
shoulders  while  corporations  were  reporting  substantial  profits  which  in  a  large 
number  of  cases  were  translated  into  dividends  for  the  investing  class. 

EMPLOYMENT,    PAY    ROLLS,    AND    ANNUAL    EARNINGS 

Severity  of  the  decline  in  employment  in  manufacturing  industries  in  the 
United  States  between  1929  and  1933  is  clearly  indicated  by  table  I  which  shows 
the  percentage  declines  industry  by  industry.  In  some  instances  the  decline  was 
as  much  as  50  or  60  percent.  The  greatest  declines  are  noted  in  such  producers' 
goods  industries  as  electric  manufacturing,  lumber,  and  foundry  and  machine 
shop  products. 

The  list  of  selected  manufacturing  industries  given  in  tables  II  and  III  includes 
aU  industries  which  employed  over  a  hundred  thousand  wage  earners  in  1933  with 
exception  of  the  motor  vehicles  industry,  which  covered  about  98,000  wage  earners 
in  1933.  Table  I  shows  that  out  of  every  100  wage  earners  employed  in  1929, 
only  40  were  employed  in  the  electrical  industry  in  1933,  only  43  in  the  motor 
vehicle  industry,  only  45  in  lumber  and  timber  products,  etc. 

This  sharp  decline  in  employment  between  1929  and  1933  was  accompanied 
by  an  even  sharper  decline  in  pay  rolls  or  the  total  amount  of  wages  paid  to  the 
workers  who  were  still  employed.  As  indicated  by  table  I,  pay  rolls  dropped  as 
much  as  74.6  percent  in  the  electrical  machinery  industry;  73.2  percent  in  lumber; 
and  71.7  percent  in  the  motor  vehicle  industry.  This  greater  decline  in  the  pay 
roll  column  was  of  course  due  to  the  wage  cuts  forced  upon  the  workers  as  well  as 
the  part-time  work  prevalent  under  the  stagger  or  share-the-work  system,  under 
which  the  workers  actuallj^  shared  their  misery  with  one  another. 

The  effect  on  individual  workers  of  the  relatively  greater  decline  in  pay  roUs 
than  in  employment  may  be  better  observed  from  table  II,  which  shows  the  de- 
cline in  average  yearly  earnings  from  1929,  1931,  and  1933,  industry  by  industry. 
Here  we  find  that  average  yearly  earnings  of  workers  in  some  industries  dropped 
as  much  as  46.4  percent,  for  example  in  steel  works  and  rolling  miUs.  It  should 
be  noted  also  that  some  industries  that  showed  relatively  smaller  declines  in 
average  yearly  earnings  were  those  that  showed  a  very  low  average  to  begin  with 
in  1929.     The  lowest  in  1929  was  cotton  goods  which  declined  to  $570  in  1933. 

Compared  with  the  drop  in  the  cost  of  living,  as  measured  by  the  budgets  of 
the  United  States  Bureau  of  Labor  Statistics — a  drop  which  amounted,  even 
according  to  their  figures,  to  only  23  percent  between  1929  and  1933 — we  find  that 
the  decline  in  average  yearly  wages  in  most  industries  was  far  greater,     in  one 
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of  them — steel  works  and  rolling  mills — the  wage  drop  actually  doubled  the  drop 
in  the  cost  of  living. 

The  data  on  separate  industries  as  given  in  table  III  shows  the  extent  of  the 
actual  decline  in  various  manufacturing  industries  from  1929  to  1933.  It  will  be 
seen  that  even  those  industries  such  as  meat  packing  and  steel  that  showed  some 
increase  in  employment  between  1931  and  1933,  registered  at  the  same  time  a 
still  further  drop  in  annual  earnings. 

Table  I. — Decline  in  employment  and  pay  rolls  in  selected  manufacturing  industries 
in  the  United  States,  from  1929  to  1933  ^ 


Percentage  decline, 

1929  to  1933 

Employ- 
ment 

Pay  rolls 

11.6 

31.2 

9.2 

28.4 

7.2 

36.1 

60.2 

74.6 

52.4 

71.0 

45.5 

68.6 

54.8 

73.2 

7.6 

32.3 

34.2 

59.  5 

56.7 

71.7 

40.2 

62.4 

24.0 

42.2 

29.8 

62.4 

13.7 

41.3 

14.8 

47.7 

10.7 

33.  3 

9.0 

37.3 

15.4 

46.1 

INDUSTRY 

All  food  industries 

Bread  and  bakery  products -- 

Boots  and  shoes,  other  than  rubber 

Electrical  machinery,  apparatus,  and  supplies.. 

Foundry  and  machine  shop  products 

Furniture,  including  store  and  office  equipment 

Lumber  and  timber  products _ 

Meat  packing,  wholesale 

Motor  vehicle  bodies  and  parts 

Motor  vehicles 

Nonferrous  metals  and  their  products.. 

Printing  and  publishing 

Steel  works  and  rolling-mill  products 

Textiles  and  their  products.. 

Clothing,  women's 

Cotton  goods 

Knit  goods 

Silk  and  rayon  goods... 


'  Based  on  United  States  Census  of  Manufactures.  With  the  exception  of  motor  vehicles  industry,  all 
industries  covered  had  100,000  or  more  wage  earners  in  1933.  All  1933  figures  used  for  this  table  are  pre- 
liminary.   Slight  corrections  may  be  made  in  the  final  census  tabulations. 

Table  II. — Average  yearly  earnings  and  percentage  decline,  1929-33,  in  selected 
manufacturing  industries  in  the  United  States  * 


Industry 


All  food  industries 

Bread  and  bakery  products 

Boots  and  shoes,  other  than  rubber 

Electrical  machinery,  apparatus,  and  supplies.. 

Foundry  and  machine-shop  product-. 

Furniture,  including  store  and  office  equipment 

Lumber  and  timber  products 

Meat  packing,  wholesale 

Motor-vehicle  bodies  and  parts 

Motor  vehicles. 

Nonferrous  metals  and  their  products 

Printing  and  publishing 

Steel  works  and  rolling-mill  products... 

Textiles  and  their  products 

Clothing,  women's 

Cotton  goods 

Knit  goods 

Silk  and  rayon  goods — 


Average  yearly 

earning 

1929 

1931 

1933 

$1, 198 

$1,  142 

$931 

1,367 

1,307 

1,078 

1,082 

900 

744 

1,388 

1,  135 

885 

1,535 

1,153 

933 

1,256 

987 

724 

1,0C6 

793 

598 

1,354 

1,261 

992 

1,656 

1,286 

1.018 

1,621 

1,  162 

1,060 

1,409 

1.150 

886 

1,801 

1.717 

1,368 

1,746 

1,279 

935 

1,015 

871 

690 

1,301 

1,088 

797 

763 

666 

570 

1,011 

840 

696 

1,054 

892 

672 

Per- 
cent- 
age de- 
cline, 
192S-33 


22.3 
21.1 
31.2 
36.2 
39.2 
42.4 
40.6 
26.7 
38.5 
34.6 
37.1 
24.0 
46.4 
32.0 
38.7 
25.3 
31.2 
36.2 


'  See  footnote,  table  I. 
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Year 

Wage 
earners 

Wages 
(thousands) 

Average 

yearly 

earnings 

1929. - 

753,  247 
635, 359 
666, 237 

$902, 143 
725, 669 
620, 558 

$1  198 

1931 

1  142 

1833i.  - . 

931 

BREAD  AND  BAKERY  PRODUCTS 

1929 
1931 
1933 


200, 841 
183, 161 
182, 382 


$274, 562 
239, 331 
196,  672 


BOOTS  AND  SHOES  (OTHER  THAN  RUBBER) 


1929 - - - 

205,  640 
181, 374 
190, 914 

$222,  408 
163,  271 
142, 054 

$1, 082 
900 

1931-. --- - 

1933 - - 

744 

ELECTRICAL  MACHINERY,  APPARATUS,  AND  SUPPLIES 

1929  .-- 

328, 722 
180. 106 
130,  857 

$456,  378 
204,488 
115, 750 

$1, 388 
1,135 

1931 - 

1933                 

885 

FOUNDRY  AND  MACHINE  SHOP  PRODUCTS 

1929 
1931 
1933 


454, 722 
284, 909 
216, 439 


$697, 509 
328,  459 
201, 940 


FURNITURE,  INCLUDING  STORE  AND   OFFICE   EQUIPMENT 


1929 

193,  399 
127,605 
105,  488 

$242, 832 
125,  972 
76,  346 

$1,  256 

1931           - - - --- 

987 

1933     

724 

LUMBER  AND  TIMBER  PRODUCTS 


1929 
1931 
1933 


419, 084 
196,  647 
189, 367 


$421,  585 
155, 87 
113, 183 


MEAT   PACKING,  WHOLESALE 


1929 
1931 
1933 


122, 505 
106,  707 
113, 193 


$165, 867 
134,  530 
112,266 


MOTOR  VEHICLES,  BODIES,  AND   PARTS 


1929 -. 

221, 332 
150, 649 
145,  745 

$366,  503 
193,  770 
148, 322 

$1,  656 

1931   

1,286 

1933-       --          -                            

1,018 

MOTOR  VEHICLES 


1929 
1931 
1933 


'  Source,  same  as  tables  I  and  II. 
second  one. 


The  last  column  is  obtained  by  dividing  the  third  column  by  the 
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Table  III. — All  food  industries  ' — ^Continued 
NONFERROUS  METALS   AND   THEIR   PRODUCTS 


Year 

Wage 
earners 

Wages 
(thousands) 

Average 

yearly 

earnings 

1929 

314,741 
208, 855 
188, 271 

$443, 467 
240,  177 
166,  722 

$1, 409 
1,150 

886 

1931. ,_ 

1933 

PRINTING  AND  PUBLISHING 


1929 
1931 
1933 


281,119 
255.  480 
213,  786 


506,  290 
438, 630 
292,  472 


STEEL  WORKS  AND  ROLLING  MILL  PRODUCTS 


1929 394.574 

1931 264,634 

1933 276,847 


689, 016 
338, 387 
258, 803 


COTTON  GOODS 


1929 
1931 
1933 


424,  916 
329,  962 
379,  445 


324,  289 
219,  680 
216,  384 


SILK  AND  RAYON  GOODS 


1929 
1931 
1933 


1,801 
1,717 
1,368 


1,746 

1,279 

935 


TEXTILES  AND  THEIR  PRODUCTS 

1929.. 

1,707,  798 
1,  420,  808 
1,  474, 325 

1,733,031                 1,015 
1,  238,  179                    871 
1,017,301                    690 

1931 

1933 

WOMEN'S  CLOTHING 

1929 

187, 500 
173,  890 
159,  832 

243, 851 
189, 187 
127,  418 

1,301 

1,088 
797 

1931 

1933. 

763 
666 
570 


KNIT  GOODS 

1929.. 

208, 488 
178,011 
189,  698 

210,714 
149,  589 
132, 030 

1,011 
840 
696 

1931 

1933 

1,054 
892 
672 


SPECIAL    MEMO    ON    COAL    MINING 

The  problem  of  the  coal  industry  is  not  simply  a  result  of  the  present  great 
depression.  Progressive  unemployment  and  decline  in  wages  began  in  the  years 
preceding  1929.  The  data  given  below  show  that  coal  miners  in  the  bituminous 
and  also  in  the  anthracite  fields  have  been  exposed  to  severe  unemplovment  and 
wage  cutting  for  an  even  longer  period  of  time  than  workers  in  other 'indu.stries. 

In  all,  about  325,000  miners  were  dropped  by  the  coal  industrv  in  the  10  years 
between  1923  and  1933,  according  to  figures  from  the  United  States  Bureau  of 
Mines,  shown  in  table  IV.  In  1923  the  soft-coal  industry  employed  704,793 
workers,  while  in  1929  the  figure  was  502,993.  In  1932  the  number  employed  in 
soft-coal  mines  was  406,380.  In  1933  total  emplovment  was  still  onlv  418,703 
in  the  bituminous  industry.     In  other  words,  286,000  men  who  had  jobs  in  this 
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industry  in  1923  were  out  of  the  industry  in  1933.     Nor  do  preliminary  figures  for 
1934  indicate  much  improvement  in  employment. 

Table  IV. — Average  number  of  vien  em-ployed  at  mines  in  operation 


1923 704,793 

1929 502,993 

1930 493,  202 


1931 450,  213 

1932 406,  380 

1933 418,703 


Anthracite  mining  dropped  about  40,000  men  between  1923  and  1932.  From 
157,743  workers  employed  in  1923,  the  number  fell  to  151,501  in  1929,  to  139,431 
in  1931,  and  then  to  only  121,243  in  1932.  The  index  of  employment  in  anthra- 
cite mining  in  November  1934,  as  given  by  the  United  States  Bureau  of  Labor 
Statistics  in  Trend  of  Employment,  shows  employment  in  anthracite  mining 
standing  at  only  60.7  percent  of  the  1929  level. 

About  325,000  mine  workers,  including  286,000  from  the  bituminous  industry 
and  about  40,000  from  the  anthracite  industry,  are  the  jobless  mine  workers 
who  cannot  find  work  in  or  around  the  coal  mines  of  the  United  States. 

A  report  just  issued  by  the  United  States  Bureau  of  Labor  Statistics  under  the 
title  Wages  and  Hours  of  Labor  in  Bituminous  Coal  Mining,  1933,  shows  how 
wages  of  soft-coal  miners  have  fallen  since  1922. 

Here  is  the  summary  conclusion  of  this  Government  Bureau  in  reporting  the 
earnings  of  miners,  loaders,  and  other  wage  earners  in  all  occupations  in  the 
industry,  during  the  early  part  of  1933: 

"The  various  studies  made  by  the  Bureau  of  Labor  Statistics  of  wages  and 
hours  of  labor  of  wage  earners  in  the  bituminous-coal  industry  in  the  United 
States  show  that  there  has  been  a  continuous  decrease  in  average  earnings  in  the 
industry  from  1922  to  1933. 

"The  amount  earned  per  hour  averaged  85.3  cents  in  1922,  78.8  cents  in  1924, 
76.3  cents  in  1926,  65.9  cents  in  1929,  59.8  cents  in  1931,  and  41  cents  per  hour  in 
1933.  The  decrease  between  1922  and  19SS  tvas  52  percent,  and  between  1929  and 
1933  was  38  percent."     (Italic  our  emphasis — L.  R.  A.) 

For  miners  and  loaders,  representing  nearly  two-thirds  (63.3  percent)  of  all 
the  mine  workers,  the  drop  in  average  hourly  earnings  was  even  greater.  Where 
miners  and  loaders  averaged  91.5  cents  per  hour  in  1922,  they  averaged  only 
39.5  cents  an  hour  in  1933.  The  report  points  out  that  this  average  per  hour  in 
1933  is  57  percent  less  than  the  1922  average  and  34  percent  less  than  the  1931 
average. 

Miners  and  loaders  averaged  $7.03  a  day  in  1922.  By  1931  average  earnings 
per  day  had  dropped  to  $4.82,  and  by  1933  to  $3.18. 

Yet  while  wages  fell,  the  average  time  per  day  spent  in  the  mine  increased  from 
8.3  hours  in  1922  to  8.9  hours  in  1933.  Miners  must  now  spend  more  time  in 
traveling  to  get  from  the  mine  mouth  to  the  working  face  and  back,  as  the  mines 
in  the  United  States  are  gradually  worked  out.  Here  are  a  few  figures  that  show 
how  earnings  fell,  while  hours  increased,  for  miners  and  loaders: 

Table  V. — Bituminous-coal  mining,  average  hours  and  earnings  of  miners  and 

loaders,  1922-33 


Average 

hours 

(time  in 

mines) 

Average  earnings 

Average 

hours 
(time  in 
mines) 

Average  earnings 

Half  month 

Per  day 

Half  month 

Per  day 

1922. ._ 

1924 

8.3 
8.5 
8.6 

$62.  60 
54.44 
61.61 

$7.03 
6.60 
6.46 

1929. __ -- 

1931        

8.8 
8.8 
8.9 

$49. 85 
33.82 
22.59 

$5.50 
4.82 

1926 

1933 

3.18 

But  this  Government  report  just  issued  does  not  point  out  that 
N.  R.  A.  code  wages  for  mi.ners  in  8  of  the  17  districts  have  now  been 
set  at  a  rate  lower  than  the  average  for  all  miners  in  1931.  Where 
the  general  average  4  years  ago  was  $4.82  a  day,  the  N.  R.  A.  basic 
day  rate  is  $4.60  in  District  C  and  only  $3.80  in  Alabama,  Georgia, 
and  southern  Tennessee. 
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In  November  1934,  according  to  the  Trend  of  Employment  issued 
by  the  United  States  Bureau  of  Labor  Statistics,  the  total  pay  roll  in 
bituminous  mining  was  still  only  58.3  percent  of  the  1929  level. 

In  anthracite  mining  the  same  Federal  Bureau  shows  total  pay 
rolls  in  November  1934  as  only  51.2  percent  of  the  1929  level. 


ECONOMIC  NOTES 


[Labor  Research  Association,  February  1935,  p.  8] 


Summary  of  Labor  Research  Association's  estimate  of  unemployment  in  November 

1934  (preliminary) 


Occupation 


Agriculture. 

Forestry  and  fisiiing 

Extraction  of  minerals: 

Coal 

Metal  mining 

Quarries  and  nonmetal 

Oil  and  gas  wells 

Manufacturing  and  mechanical: 

Building 

Manufacturing  -' 

Transportation  and  communication: 

Railroads  (steam) 

Telephone,  telegraph 

Postal  Service 

Another. 

Trade: 

Wholesale,  retail  3 

Another 

Professional  service 

Domestic  and  personal  service: 

Laundries,  cleaning,  dyeing,  etc 

Hotels,  restaurants,  etc 

Ah  other 

Public  service 

Industry  not  specified 

Increase  in  number  of  gainful  workers  since  1930. 

Deficiency  in  unemployment  census,  etc.-- - 


Total. 


Wage 
earners 


719,000 
81,000 

165,  000 
85,000 
45,  000 
30, 000 


2,  629,  000 


Salaried  em- 
ployees, in- 
dependents, 
owners 


1  1,070,000 
4,000 

4,000 
9,000 
7,000 


Total 


1,789,000 
85,  000 

169,  000 
139,000 
37,000 

2,  041,  000 

3,  260, 000 

621,  000 

182, 000 

34, 000 

612,  000 

903,000 
427,000 
852,000 

60,000 
276, 000 
868,000 
132,000 
643,  OOO 
3, 227, 000 
800, 000 


17,157,000 


'  Includes  unemployed  family  labor  and  farmers. 

2  Includes  auto  repair,  railroad  repair  shops,  and  independent  hand  trades. 

3  Includes  automotive  agencies. 

In  this  estimate  of  unemployment,  part-time  workers  are  as  usual  considered 
as  employed.  Persons  working  on  Government  relief  projects  are  considered  as 
unemployed.  These  workers  on  special  government  funds  were  estimated  by 
United  States  Bureau  of  Labor  Statistics  for  October  1934  as  follows: 

On  construction  projects  financed  by  Public  Works  Administration.-        508,  000 

Emergency  work  program 1,  950,  000 

Emergency  conservation  work 392,  000 

Total 2,  850,  000 

Excluding  these  2,850,000  on  special  relief  and  public  works,  the  total  com- 
pletely' unemployed  in  November  1934  was  about  14,307,000. 

A  separate  report  giving  comparison  with  our  1933  revised  estimate  is  available 
for  those  subscribers  desiring  it. 

The  Chairman.  All  right,  Mr.  Amter.  Mr.  Nathan  Cronheim, 
Local  Action  Committee,  Philadelphia,  Pa. 
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STATEMENT  OF  NATHAN  CRONKEIM,  REPRESENTING  THE  LOCAL 
ACTION  COMMITTEE,  PHILADELPHIA,  PA.,  AND  THE  PHILA- 
DELPHIA CHAPTER  OF  THE  INTERPROFESSIONAL  ASSOCIATION 

The  Chairman.  You  represent  the  Local  Action  Committee  of 
Philadelphia? 

Mr.  Cronheim,  Yes,  and  also  the  Philadelpliia  Chapter  of  the 
Interprofessional  Association,  which  is  a  federation  of  architects, 
engineers,  chemists,  and  technicians,  all  togetner  comprising  some 
25,000  to  30,000  members. 

The  gentlemen  who  have  spoken  ahead  of  me  have  gone  very  tho- 
roughly into  the  manual  workers'  need  for  the  disqualification  of  this 
bill.  I  shall  present  the  professional  workers'  views,  that  is,  those 
of  the  doctor,  lawyer,  teacher,  social  worker,  architect,  engineer, 
chemist,  teclmician,  artist,  musician,  and  so  forth. 

To  tie  in  with  the  preceding  speakers,  I  wish  to  show  that,  due  to 
the  inadequate  financial  return  to  be  given  the  worker,  he  will  not 
be  able  to  take  advantage  of  the  scientific  advancements  of  the 
professions,  namely,  in  medicine,  housing,  social  welfare,  and  educa- 
tion. As  far  as  housing  is  concerned,  we  can  quote  from  Sir  Raymond 
Unwin,  who  says  that  we  cannot  have  low-cost  houses  without  unem- 
ployment insurance.     These  things  the  worker  sorely  need. 

Due  to  the  provisions  of  this  bill  all  Government  employees  are 
excluded  from  the  benefits  of  this  bill,  hence  virtually  all  teachers  and 
social  workers  and  many  architects,  engineers,  and  so  forth,  are 
excluded. 

Most  other  employed  professionals,  that  is,  doctors,  lawyers,  chem- 
ists, musicians,  artists,  and  many  architects  and  engineers,  are  em- 
ployees in  small  businesses.  Employees  in  these  small  businesses  are 
also  excluded  from  the  President's  bill. 

At  the  present  time,  the  professionals  compose  one  'of  the  largest 
of  the  groups  that  make  up  our  huge  army  of  the  unemployed.  Every 
one  of  these  men  and  women,  due  to  the  terms  of  this  bill,  are  defin- 
itely excluded  from  benefits  until  such  time  as  they  receive  employ- 
ment. At  the  present  time,  the  prospects  for  employment  are  not 
bright. 

Finally,  the  professional  worker  must  keep  in  touch  with  and  be 
thorouglily  up  to  date  with  the  latest  discoveries  in  his  chosen  field. 
This  then  requires  that  he  must  not  have  long  periods  of  inactivity 
unless  he  receives  sufficient  funds  to  proceed  with  his  studies,  buy 
necessary  books  and  equipment,  and  do  this  without  economic  worries. 

Even  if  this,  the  President's  bill,  were  rewritten  so  as  to  include  the 
professional  worker,  we,  the  professional  workers,  would  stUl  go  on 
record  against  it  because  its  source  of  income  is  unsound  and  its 
remuneration  is  totally  inadequate.  We  stand  definitely  for  H.  R. 
2827. 

The  Chairman.  Thank  you  very  much.  Mr.  PhUip  Ickler,  Port- 
land, Oreg. 

STATEMENT  OF  PHILIP  ICKLER,  PORTLAND,  OREG. 

Mr.  Ickler.  Of  course  I  represent  myself.  I  have  lectured  through- 
out the  entire  countr}^  on  the  solution  of  unemployment  with  great 
success.  I  have  millions  of  working  men  behind  my  plan.  I  will 
submit  the  following  pr  positions  for  your  consideration: 
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1.  I  think  the  amount  of  money  mentioned  in  social  insurance  and 
old  age  bill,  S.  1130,  is  far  off  from  coping-  with  this  vital  issue. 

2.  As  we  have  right  now  over  5,000,000  people  in  the  United  States 
over  60  years  of  age,  which  are  in  need  of  an  old-age  pension  very 
badly. 

3.  I  think  the  age  limit  of  65  years  mentioned  in  this  bill,  S.  1130, 
is  absolutely  too  high,  and  the  hmit  should  be  brought  down  to  60 
years  of  age  at  least. 

4.  The  aniount  of  $15  a  month  by  Federal  and  State  together,  $30 
a  month,  ^^dll  just  about  take  care  of  three  meals  a  day,  but  there 
is  nothing  left  for  rent,  clothing,  or  other  needed  items. 

5.  I  think  the  amount  to  be  paid  of  old-age  pension  should  be  at 
least  $50  a  month  for  persons  with  dependents,  and  $40  a  month  for 
single  persons. 

6.  Even  the  financing  of  the  bill  is  doubtful,  as  we  have  too  many 
tax  dodgers  in  our  country  who  always  find  a  way  to  get  out  of  it. 

7.  For  this  reason  I  hereby  like  to  offer  a  plan  of  financing  the  old- 
age  pension,  as  well  as  the  unemployment  insurance. 

8.  I  venture  to  say  that  the  machine  and  the  mechanical  labor- 
savmg  devices  are  to  a  great  extent  responsible  for  most  of  the  un- 
employment, as  well  as  from  people  above  50  years  of  age  holding 
their  jobs. 

9.  Therefore  I  advocate  to  put  a  tax  on  all  machines  and  mechanical 
labor-saving  devices  which  displace  human  labor.  I  think  if  the 
machine  is  the  cause,  the  machine  then  should  pay  by  putting  a  tax 
sufficient  to  take  care  of  part  of  the  financing  of  the  old-age  pension 
and  unemployment  insurance. 

10.  We  paved  most  of  the  highways  tliroughout  the  country  by  a 
tax  on  the  machine,  an  automobile,  a  license  tax.  The  automobile 
and  the  trucks  needed  the  hard-surfaced  roads,  so  the  automobile 
and  the  gasoline  had  to  pay  through  a  tax  to  build  the  roads,  which  was 
practical. 

11.  Now  if  it  was  fair  to  tax  the  machine  (automobile  and  gasoline) 
to  pave  and  build  roads,  why  is  it  not  fair  to  tax  the  machine  for  the 
misery  and  starvation  which  it  created  by  taking  millions  of  jobs  away 
from  the  workingman  in  most  every  industry  throughout  the  country? 
Make  the  machine  pay. 

12.  It  is  astonishing  how  much  machinery  and  mechanical  labor- 
saving  devices  we  have  in  our  country — over  one  billion — and  here  is 
an  absolutely  tremendous  field  for  taxation,  and  I  am  absolutely  sure 
we  will  be  able  to  at  least  raise  over  $5,000,000,000  a  year,  which 
will  be  almost  sufficient  to  take  care  of  the  old-age  pension  and  unem- 
ployment insurance. 

13.  And  if  we  tax  the  machine  we  will  probably  be  able  to  eliminate 
most  of  the  tax  dodgers,  as  almost  every  machine  has  a  serial  number, 
and  the  Government  would  hereby  have  a  good  control  of  all  machines 
and  labor-saving  devices  by  theii"  numbers. 

14.  I  believe  in  taxing  the  machine  and  labor-saving  devices  by 
their  cost  price,  at  least  1  percent  of  the  cost  per  $100  and  up,  accord- 
ing to  the  value  and  the  displacement  of  men  in  proportion. 

15.  By  taxing  the  machine  and  the  mechanical  labor-saving  devices 
we  would  reach  most  of  all  the  employers  and  big  industrialists,  as 
they  own  and  control  most  of  these  machines. 
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16.  I  further  advocate  if  this  machine  tax  will  not  raise  sufficient 
revenue  for  the  old-age  pension  and  unemployment  insurance,  that  all 
working  men  working  for  a  salary  or  wage  by  the  day,  week,  or  month 
should  psij  50  cents  per  week  on  both  itemSj  old-age  pension  and  unem- 
ployment insurance,  $1  total  a  week. 

17.  For  the  reason  that  I  am  advocating  that  the  workingmen  should 
pay,  too,  is  that  he  would  be  fully  aware  of  it  that  it  is  his  pension  and 
unemployment  insurance  paid  part  of  it  and  have  a  right  to  take  part 
in  and  of  the  administration  of  those  institutions.  As  it  is  now  he 
pays  to  his  unions,  sick  lodges,  life  insurance,  fire  insurance,  etc.,  if 
he  wants  to  get  something,  why  not  also  pay  to  the  Government  in  this 
particular  instance?  He  has  to  pay  anyhow.  I  do  not  care  how  we 
raise  the  finances,  as  the  consumer  always  in  the  last  end  has  to  pay 
and  the  working  man  is  the  biggest  consumer. 

18.  Most  of  the  Government  employees  as  well  as  State,  county,  or 
city  employees,  having  retiring  pension,  which  in  most  cases  is  3]i 
percent  from  their  pay  roll,  so  postal  employees,  navy-yard  workers, 
police,  and  firemen,  why  not  treat  all  workingmen  alike  and  give  them 
security  and  self-protection  for  old  age,  as  well  as  unemployment? 

19.  In  mj^  plan  which  I  advocate  in  my  enclosed  pamphlet  the  solu- 
tion of  unemployment  I  show  in  brief  and  in  figures  that  we  will  be 
able  to  take  care  of  this  old-age  pension  and  unemployment  insurance 

n  a  short  time,  in  about  90  days  at  least,  for  sure  to  be  able  to  start 
paying  inside  of  1  year  on  a  self-sustaining  plan  without  going  into  any 
iaidebtedness  even  if  the  Government  would  not  give  anything  to  start 
with. 

20.  I  also  favor  any  person,  if  he  is  a  United  States  citizen,  should 
be  able  to  draw  benefits  in  any  State  in  the  Union  or  Territory  of 
the  United  States  of  those  institutions,  when  established  residence 
inside  of  1  year  waiting  time,  and  noncitizens  of  the  United  States 
should  be  able  to  draw  benefits  from  these  institutions  if  able  to  prove 
he  has  been  a  resident  of  the  United  States  at  least  for  the  last  5  years 
when  applying  for  such  benefits,  and  also  live  at  least  1  year  in  that 
particular  State  where  he  applies  for  said  benefits. 

21.  I  believe  the  time  has  come  where  we  should  have  more  uniform 
laws  all  over  the  States,  particularly  in  this  instance,  as  we  are  living 
in  a  machine  age  and  people  are  traveling  very  much  from  one  State  to 
another;  some  of  them  are  forced,  through  lack  of  work,  or  sickness, 
and  many  other  reasons  which  therefore  should  be  protected,  not  to 
lose  their  right  which  they  have  established  in  a  certain  State,  when- 
ever to  be  forced  to  move  into  another  State. 

22.  My  plan  also  offers  unemployment  insurance  and  well  financed 
for  about  five  million  people  all  the  year  through,  every  week  in  the 
year,  $12  a  week  for  a  single  person  and  $15  a  week  for  persons  with 
dependents,  wherever  unemployed. 

23.  And  our  Government  should  try  to  expedite  this  matter  so  the 
institutions  can  be  put  in  operation  at  least  by  January  1,  1936,  as  the 
situation  is  getting  more  serious  every  year,  as  long  as  we  bring  out 
more  and  better  machines  and  mechanical  labor-saving  devices  unem- 
ployment will  increase. 

I  hereby  offer  this  in  writing  to  your  honorable  body  for  your  earnest 
consideration,  and  I  am  submitting  my  little  booklet  to  you. 
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Old-Age  Pension  and  the  Solution  of  Unemployment 

(Revised  second  edition) 

A  Square  Deal  to  the  American  People 

foreword 

The  unemployment  problem  of  our  Nation  needs  serious  and  immediate 
Attention  towards  bringing  about  a  solution.  For  almost  30  years  I  have  been 
observing  with  growing  alarm  the  progress  of  machinery,  step  by  step,  and  its 
ultimate  effect  upon  labor,  feeling  with  concern  what  the  inevitable  result  of 
this  progress  of  mechanical  labor-saving  devices  would  be  and  that  unemploy- 
ment would  become  a  growing  menace  to  the  welfare  of  our  country  year  by  year. 

Through  constant  application  and  thought  I  have  evolved  a  plan  whereby 
the  unemployment  situation  could  be  solved  within  a  few  months  and  I  am 
convinced  that  my  plan  would  be  successful  theoretically  as  well  as  practically. 
I  have  also  a  plan  to  finance  unemployment  insurance  as  well  as  the  old-age 
pension  on  a  basis  that  would  cause  no  hardship  under  any  circumstances.  I 
think  that  these  two  items  are  vital  to  the  future  welfare  of  our  country  and  if 
these  are  solved  the  farm  problem  will  automatically  solve  itself,  the  most  im- 
portant object,  in  my  opinion,  being  to  form  buying  power  of  the  masses,  which 
would  naturally  bring  back  normal  conditions. 

Therefore  the  unemployment  problem  is  a  very  vital  question  in  the  economic 
recovery  of  our  country.  It  is  earnestly  desired  of  every  loyal,  sincere  citizen 
of  America  that  he  cooperate  to  the  greatest  extent  possible  in  order  to  assist  in 
-enacting  humanitarian  laws  such  as  unemployment  insurance  and  old-age  pension, 
as  well  as  a  shorter  workday,  and  to  provide  funds  to  finance  these  acts. 

From  a  humanitarian  point  of  view  it  is  our  duty  to  take  care  of  this  situation 
created  by  steadily  advancing  civilization  and  science  in  form  of  mechanical 
labor-saving  devices  and  inventions  which  are  yearly  taking  more  and  more  the 
place  of  human  labor  and  robbing  mankind  of  his  existence.  What  upsets  the 
economic  system  in  our  country  more  than  anything  else,  is  that  we  are  not 
going  along  fast  enough  with  the  advancement  of  inventions  and  the  machine. 
We  are  living  in  a  machine  age  and  all  we  have  to  do  to  adjust  ourselves  to  the  ma- 
chine age  is  to  shorten  the  working  day,  and  provide  an  old-age  pension  and 
unemployment  insurance.  Therefore  it  is  the  utmost  duty  of  every  citizen  of 
the  United  States  to  pay  his  obligations  to  the  funds  created  so  that  the  unem- 
ployment insurance  as  well  as  the  old-age  pension  can  be  properly  administered. 
What  is  needed  also  is  to  give  more  consideration  to  the  regulation  of  consump- 
tion so  that  everybody  will  be  able  to  secure  the  necessities  of  life,  then  production 
will  automatically  adjust  itself. 

It  is  for  the  benefit  of  the  entire  country  to  bring  a  more  normal  and  fairer 
regulated  distribution  of  money  among  our  people.  Some  may  believe  that 
they  shall  never  need  it  but  none  of  us  ever  know  when  we  will  be  thankful  that 
someone  helped  to  provide  for  just  such  institutions,  as  the  depression  that  our 
country  is  suffering  at  the  present  proves — that  we  never  know  when  we  will 
become  rich  or  poor — so  we  must  do  everything  in  our  power  to  cooperate  with 
good  will,  idealistic,  patriotic,  and  humanitarian  spirit — then  there  will  be  no 
burden  upon  anj^one  and  pauperism  will  cease. 

To  curb  the  unemployment  problem  and  its  steady  increase  through  con- 
tinuous, scientific  inventions  of  mechanical  labor-saving  devices,  I  hereby  offer 
the  following  plan  for  solving  the  unemployment  situation. 

Philip  Ickler, 
4028  S.  E.  Salmon  Street,  Portland,  Oreg. 


OLD-AGE  PENSION  AND  A  PLAN  TO  SOLVE  THE  UNEMPLOYMENT  PROBLEM 

It  is  very  necessary  that  the  working  day  should  be  shortened  to  at  least  a 
compulsory  6-hour  day,  and  in  industries  that  never  stop  operating,  and  where 
there  are  shifts,  a  compulsorv  6-hour  dav  should  be  installed  to  create  a  fourth 
shift. 

1 .  All  men  of  60  years  and  over  who  work  for  a  salary  or  in  any  paid  position 
should  be  retired  within  30  days  and  automatically  pensioned  from  then  on 
continuously  until  death. 

2.  Then,  every  year,  1  year  to  l)e  dropped  from  the  old-age  limit  of  60  years  and 
the  individual  pensioned — this  to  be  continued  until  we  reach  the  age  limit  of 
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3.  Any  employee,  private  or  Government,  who  is  drawing  a  pension  through 
military,  postal,  or  other  service,  equal  to  the  average  wage  scale  of  a  workingman, 
should  be  retired  from  his  employment  at  once. 

4.  All  families  where  the  head  earns  $35.00  a  week  or  more,  either  the  husband 
or  wife,  should  be  investigated  and  only  one  allowed  to  work,  excepting  their 
children  above  18  years  of  age,  and  the  children  not  to  begin  work  until  fully 
18  years  of  age. 

5.  A  compulsory  old-age  pension  law  should  be  enacted  by  the  Federal  Govern- 
ment and  an  old-age  pension  fund  should  be  created  by  collecting  revenue  from 
some  source.  All  revenue  should  be  collected  by  the  Federal  Government,  also 
all  old-age  pensions  should  be  paid  and  distributed  by  the  Federal  Government. 

6.  An  old-age  pension  of  $50  per  month  for  a  married  man  with  wife  or  depend- 
ents, and  $40  per  month  for  a  single  man  would  be  a  fair  amount. 

7.  A  compulsory  unemployment  insurance  law  should  be  enacted  by  the  Federal 
Government  and  an  unemployment  insurance  fund  should  be  created  by  collecting 
revenue  from  some  source.  All  revenue  should  be  collected  by  the  Federal 
Government  as  well  as  all  insurance  moneys  paid  and  distributed. 

8.  The  unemplovment  insurance  amoimt  paid  weekly  can  be  $15  for  a  married 
man  \\ith  wife  or  dependents  and  $10  per  week  to  a  single  man. 

9.  If  an  approximate  unemployment  insurance  of  $12.50  per  week  is  paid  per 
man  to  5,000,000  men  the  amount  would  he  $3,250,000,000  per  year;  5  percent 
of  alcove  amount  for  expenses,  such  as  office  help,  stationerv,  etc.,  $162,500,000; 
total  per  year,  $3,412,500,000. 

10.  If  an  approximate  old-age  pension  is  paid  of  $45  a  man  per  month  to  about 
5,000,000  men  it  would  amount  to  $2,700,000,000  per  year;  5  percent  of  above 
amount  for  expense,  such  as  office  help,  stationerv,  etc.,  $135,000,000;  total  per 
year,  $2,835,000,000. 

PLAN  FOR  RAISING  FUNDS  FOR  UNEMPLOYMENT  INSURANCE 

1.  Two  billion  dollars  in  welfare  bonds  should  be  sold  by  the  United  States, 
bearing  2  percent  interest  per  annum.  The  revenue  that  is  realized  from  the  sale 
of  these  bonds  should  be  used  to  begin  paying  the  unemployment  insurance  at 
once,  and  to  continue  paying  until  other  means  are  found  to  raise  revenue  to 
cover  the  continuous  paying  of  unemployment  insurance.  These  bonds  should 
be  retired  from  revenue  or  surplus  revenue  that  is  collected  for  said  unemployment 
insurance. 

2.  Every  workingman  or  emploj^ee  M^orking  for  a  salary  is  to  pay  50  cents  per 
week  every  week,  if  working  or  receiving  unemplo3'ment  insurance  until  he  arrives 
at  the  age  where  he  retires  and  his  old-age  pension  beings. 

3.  Considering  that  there  are  40,000,000  employees,  the  approximate  vearly 
revenue  thus  derived  would  be  $1,040,000,000. 

4.  A  tax  to  be  levied  upon  every  mechanical  labor-saving  device  or  machine 
to  the  extent  of  $1  per  $100  as  represented  by  its  cost  when  purchased  new,  and 
50  cents  per  year  for  2  years  thereafter,  then  25  cents  yearly  until  out  of  use._ 

5.  A  $1  tax  to  be  levied  upon  every  mechanical  labor-saving  device  or  machine 
costing  from  $50  to  $100  when  purchased  new,  and  50  cents  per  year  for  2  years 
iihereafter,  then  25  cents  yearly  until  out  of  use. 

6.  A  75-cent  tax  to  be  levied  upon  every  mechanical  labor-saving  device  or 
machine  costing  from  $25  to  $50  when  purchased  new,  and  35  cents  per  year 
for  2  years  thereafter,  then  25  cents  yearly  until  out  of  use. 

7.  A  50-cent  tax  to  be  levied  upon  every  mechanical  labor-saving  device  or 
machine  costing  from  $10  to  $25  when  purchased  new,  and  25  cents  yearly  for  3 
years  thereafter,  then  the  tax  shall  cease  in  this  particular  rate. 

8.  Approximate  revenue  thus  derived  from  all  mechanical  labor-saving  devices 
and  machinery  yearly,  $2,500,000,000,  i.  e.,  considering  that  there  a^e  about 
500,000,000  labor-saving  devices  or  machines  employed  and  taxed  at  an  average 
of  $5  each. 

Revenue  raised  of  items  2  and  3 $1,  040,  000,  000 

Revenue  raised  of  items  4,  5,  6,  7. 2,  500,  000,  000 

Total 3,  540,  000,  000 

PLAN    FOR    RAISING    FUNDS    FOR    OLD-AGE    PENSION 

1.  Two  billion  dollars  in  welfare  bonds  should  be  sold  by  the  United  States, 
bearing  2  percent  interest  per  annum.  The  revenue  that  is  realized  from  the 
sale  of  these  bonds  should  be  used  to  begin  paying  the  old-age  pension  at  once 
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and  to  continue  paying  until  other  means  are  found  to  raise  revenue  to  cover  the 
continuous  paying  of  the  old-age  pension.  These  bonds  should  be  retired  from 
the  revenue  or  surplus  revenue  that  is  collected  for  said  old-age  pension. 

2.  Every  vvorkingman  or  employee  working  for  a  salarj'  is  to  pay  50  cents  per 
week,  if  working  or  receiving  unemi^loyment  insurance,  until  he  arrives  at  the 
age  where  he  retires  and  his  old-age  pension  begins. 

3.  Considering  that  there  are  40,000.000  emplovees,  the  approixmate  vearly 
revenue  thus  derived  would  be  $1,040,000,000. 

4.  A  tax  to  be  levied  upon  every  mechanical  labor-saving  device  or  machine 
to  the  extent  of  $1  per  $100  as  represented  by  its  cost  when  purchased  new,  and 
50  cents  per  year  for  2  years  thereafter,  then  25  cents  yearly  until  out  of  use. 

5.  A  $1  tax  to  be  levied  upon  every  mechanical  labor-saving  device  or  machine 
costing  from  $50  to  $100  when  purchased  new,  and  50  cents  per  year  for  2  years 
thereafter,  then  25  cents  yearly  until  out  of  use. 

6.  A  75-cent  tax  to  be  levied  upon  every  mechanical  labor-saving  device  or 
machine  costing  from  $25  to  $50  when  purchased  new,  and  35  cents  per  year  for 

2  years  thereafter,  then  25  cents  yearly  until  out  of  use. 

7.  A  50-cent  tax  to  be  levied  upon  every  mechanical  labor-saving  device  or 
machine  costing  from  $10  to  $25  when  purchased  new,  and  25  cents  yearly  for 

3  years  thereafter,  then  the  tax  shall  cease  in  this  particular  rate. 

8.  Approximate  revenue  thus  derived  from  all  mechanical  labor-saving  devices 
and  machinery,  yearly,  $2,500,000,000,  i.  e.,  considering  that  there  are  about 
$500,000,000  labor-saving  devices  or  machines  employed  and  taxed  at  an  average 
of  $5  each. 

Revenue  raised  of  items  2  and  3 $1,  040,  000,  000 

Revenue  raised  of  items  4,  5,  6,  and  7 2,  500,  000,  OOP 

Total 3,  540,  000,  000 

WHY  THE  WORKINGMAN  SHOULD  CONTRIBUTE  HIS  SHARE 

I  have  considered  the  raising  of  revenue  to  create  and  maintain  unemployment 
insurance  and  old-age  pension  funds  and  have  tried  to  find  a  way  of  doing  so 
without  taking  anything  from  labor,  but  this  is  hard  to  do  for  the  following 
reasons: 

First,  labor  is  the  real  beneficiary. 

Second,  when  labor  desires  consideration  it  must  in  return  give  consideration 
in  order  to  retain  its  independence  as  a  factor  and  so  give  it  the  right  to  demand 
and  receive.  In  so  doing,  the  feeling  of  receiving  charity  would  be  avoided, 
which  at  the  present  is  the  lot  of  the  workingman;  he  must  beg  for  something  that 
is  his  rightful  due,  and  is  forced  to  wait  until  the  institution  or  its  administrator 
gives  him  the  necessary  aid  with  the  added  considerable  humiliating  proceedings 
and  much  favoritism. 

Unemployment  insurance  and  old-age  pensions  paid  to  workingmen  without 
their  original  individual  support  and  contribution  would  have  more  the  appear- 
ance of  a  dole  than  an  unemployment  insurance  or  old-age  pension  provided  for 
by  himself. 

Many  workingmen  are  now  carrying  sick  benefit,  life  insurance,  and  death- 
benefit  insurance,  either  with  lodges,  unions,  or  insurance  companies. 

Therefore,  if  the  workingman  pays  his  share  toward  maintaining  unemploj'- 
ment  insurance  and  old-age  pension  funds  he  is  certain  of  receiving  the  benefit 
of  either  one  as  occasion  arises,  without  recourse. 

One  of  the  best  reasons  why  labor  should  pay  its  share  toward  the  mainte- 
nance of  the  unemployment  insurance  and  old-age  pension  funds  is  that  the  oppos- 
ing factors  would  be  removed  that  are  objecting  to  these  institutions,  namely, 
the  employer,  the  middle  class,  and  to  a  certain  extent,  the  Government.  These 
factors  would  realize  that  labor  is  contributing  its  share  toward  the  bill  and  is 
therefore  entitled  to  the  benefits  derived  from  funds  provided  by  themselves  in 
cooperation  with  the  eniploj-er. 


WHY    THE    MACHINE    SHOULD    BE    TAXED 


First  of  all,  the  machine  is  a  great  party  to  the  cause  of  the  unemployment 
problem,  as  it  steadily  usurps  more  and  more  the  place  of  human  labor  in  nearly 
every  industry. 

Hence,  the  machine,  being  the  greatest  factor  in  increasing  unemployment,  it 
should  be  compelled  to  contribute  its  share  toward  creating  revenue  for  unem- 
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(automobile)  many  highways  were  paved.  Why  not  tax  the  machine  to  pay  the 
unemployed  and  the  aged? 

Since  the  machinery  and  mechanical  labor-saving  devices  are  principally 
owned  or  controlled  by  the  employer,  the  employer  is  thus  instrumental  in 
paying  his  due  share  toward  the  maintenance  of  unemployment  insurance  and 
old-age  pension  funds. 

We  should  by  no  means  try  to  drive  the  machine  out  of  existence,  but  mankind 
in  general  should  derive  the  most  benefit  out  of  its  proper  regulation.  Let  man- 
kind control  the  machine  and  not  the  reverse  and  let  humanity  still  be  the  master 
and  superior  on  earth. 

WHY    THE    FEDERAL    GOVERNMENT    SHOULD    CONTROL    UNEMPLOYMENT    INSURANCE 
AND    OLD-AGE    PENSION    FUNDS    AND    THEIR    ADMINISTRATION 

The  working  class  of  people  or  any  other  class  of  our  country,  as  one  might 
call  them,  have  time  and  again  had  sad  experience  to  their  disadvantage  in  all 
matters  as  related  to  guarantees  such  as  sick  benefit,  death  benefit,  life  insur- 
ance, etc.,  in  their  own  lodges,  unions,  or  private  insurance  companies  as  well 
sis  old-age  pension  or  job  insurance  in  industrial  plants  by  their  employer. 

There  have  been  too  many  failures,  some  due  to  insufficient  influx  of  new 
members,  business  depressions,  panics,  or  an  epidemic  of  disease. 

These  conditions  cannot  as  easily  affect  the  Government — at  least  not  to  a 
point  of  complete  break-down  or  bankruptcy,  as  there  will  always  be  govern- 
ment of  some  form,  even  though  changes  should  occur  through  wars  or  other 
causes. 

To  make  unemployment  insurance  and  old-age  pension  a  Federal  compulsory 
act  and  not  a  State  affair  is  to  save  expense  in  administering  said  institution  as 
well  as  in  collecting  and  distributing  funds,  and  it  would  make  possible  a  uniform 
law  for  all  States. 

Traveling  in  this  mechanical  age  is  more  pronounced  than  ever  and  is  increas- 
ing steadily.  People  move  from  one  city  and  State  to  another,  some  for  business 
reasons,  others  for  climatic  or  health  reasons,  etc. 

Thus,  if  these  institutions  of  unemployment  insurance  and  old-age  pension  are 
State-controlled  each  State  would  have  its  individual  restrictions  and  regulations 
as  regards  beneficial  limit  to  these  funds,  demanding  certain  lengths  of  resident 
establishment  before  the  individual  would  be  eligible  to  receive  insurance  or  pen- 
sion. All  of  this  would  naturally  cause  considerable  injustice.  As  a  matter  of 
fact  in  various  States  right  at  the  present  time  citizens  must  be  lesidents  for 
15  years  before  they  are  entitled  to  pensions  or  privileges  of  that  nature. 

For  example,  some  citizens  stay  in  a  certain  State  for  about  10  or  15  years 
then,  becoming  ill,  their  doctor  advises  change  of  climate  to  another  State  best 
suited  to  the  particular  malady.  In  such  event  the  citizen  would  perhaps  lose 
his  right  to  the  benefits  of  the  institutions  which  he  helped  build  while  a  resident 
and  taxpayer  or  contiibutor  to  such  fund.  Some  States  have  laws  so  provided 
that  when  the  citizen  leaves  said  State  he  automatically  loses  his  legally  estab- 
lished residence  and  all  the  benefits  attached  thereto. 

Therefore,  institutions  of  such  far-reaching  scope  and  nature  as  the  unem- 
ployment insurance  and  old-age  pension  should  be  enacted  and  administered  by 
the  Federal  Government. 

It  is  only  just  that  every  citizen  of  the  United  States  be  at  liberty  to  change 
his  1  esidence  and  travel  at  will  without  losing  advantages  attached  to  permanent 
locations  in  this  particular  instance  since  traveling  is  growing  considerably  more 
extensive.  Why  do  we  have  railroads,  ships,  automobiles,  airplanes,  etc.,  if 
not  for  travel,  which  as  time  goes  on  make  our  country  as  well  as  the  world  seem 
smaller  and  smaller. 

Centralization  increases  with  civilization. 

Approximate  estimations  of  revenue  and  expenditures  accruing  in  administering 
unemployment  insurance  and  old-age  pensions 

Revenue  to  be  collected  for  unemployment  insurance $3,  540,  000,  000 

Revenue  to  be  collected  for  old-age  pension 3,  540,  000,  000 

Total 7,  080,  000,  000 

Allowance  for  expense,   office  help,  etc.,   5  percent  of  above 

amount 354,  000,  000 

Leaves  balance  of  revenue 6,  726,  000,  000 
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Approximate  estimations  of  revenues  and  expenditures  accruing  in  administering 
unemployment  insurance  and  old-age  pensions — Continued 

Unemployment  insurance  to  be  paid !t>3,  250,  000,  000 

Old-age  pension  to  be  paid 2,  700,  000,  000 

Total 5,  950,  000,  000 

Allowance  for  expense,   office  help,   etc.,   5  percent  of  above 

amount 297,  500,  OOP 

Total  amount  of  expense 6,  247,  500,  000 

Total  amount  of  revenue  collected 6,  726,  000,  000 

Less  total  amount  of  expense,  etc 6,  247,  500,  000 

Surplus  revenue  left  for  year 478,  500,  000 

Approximate  estimation  of  number  of  mechanical  labor-saving  devices  or  machines 

now  in  operation 

Automobiles 30,  000,  000 

Trucks 10,  000,  000 

Tractors  and  farm  machinery 100,  000,  000 

Washing  machines 20,  000,  000 

Vacuum  cleaners 25,  000,  000 

Refrigerators 10,  000,  000 

Radios 25,  000,  000 

Typewriters 20,  000,  000 

Adding  machines 10,  000,  000 

Industrial  machines 250,  000,  000 

Total 500,  000,  000 

CONCLUSIONS 

Now,  in  summarizing,  I  want  to  say  that  my  plan  may  be  far  from  perfect, 
but  there  is  nothing  perfect  in  this  world.  However,  I  think  that  I  have  given 
a  good  foundation  for  the  solution  of  the  unemployment  problem.  I  feel  con- 
fident that  I  have  struck  upon  the  fundamental  principles. 

It  is  our  duty,  from  a  standpoint  of  humanity,  insofar  as  idealism,  brotherly 
love,  and  patriotism  are  related  to  each  other,  to  cooperate  to  our  fullest  extent. 
If  we  earnestly  desire  a  problem  solved,  such  as  is  at  this  present  day  confronting 
us,  we  must  face  facts. 

Of  course,  my  plan  is  subject  to  correction  as  regards  the  exact  amounts  of 
revenue  to  be  collected  from  labor  and  taxes  to  be  placed  upon  machinery  and 
mechanical  labor-saving  devices,  etc.,  also  as  to  exact  amounts  that  labor  should 
receive,  which  should  be  fair,  according  to  normal  living  conditions,  and  not  so  high 
that  it  would  imperil  the  financing  of  the  plan  itself  and  as  well  as  the  shortening  of 
the  work  day.  Such  items  as  these  have  to  be  corrected  from  time  to  time  to  make 
allowance  for  the  further  progress  of  civilization  as^changes  become  necessary. 

Therefore,  I  offer  the  foregoing  solution  of  the  unemployment  problem  for 
the  approval  of  my  fellowmen,  whose  welfare  I  have  at  heart,  subject  also  to 
the  approval  of  our  Government. 

I  have  been  a  member  of  organized  labor  for  32  years  continuously  and  still 
am.  During  this  period  I  have  attended  many  great  gatherings,  such  as  lectures, 
conventions  of  many  descriptions,  such  as  labor  union,  American  Federation  of 
Labor,  fraternal  lodge,  business  organizations,  conventions  of  different  political 
parties,  and  even  religious  congresses,  and  I  have  constantly  made  efforts  to 
learn  and  improve  and  gain  thereby,  benefits  for  myself  as  well  as  my  fellow  men, 
and  thus  I  have  taken  the  privilege  of  offering  this  plan. 

Philip  Ickler. 

4028  S.  E.  Salmon  Sreet, 

Portland,  Oreg. 

(If  you  have  read  this  pamphlet  and  the  plan  appears  practical  to  you  or 
meets  with  your  approval  then  write  to  your  United  States  Senator  and  United 
States  Representative  in  Washington,  D.  C,  and  ask  them  to  take  action  along 
these  lines.     This  is  the  most  direct  way  to  get  results.) 

Senator  Couzens.  Are  there  any  other  witnesses?  If  not,  we  will 
adjourn  until  10  o'clock  tomorrow  morning. 
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WEDNESDAY,  FEBRUARY  20,   1935 

United  States  Senate, 
Committee  on  Finance, 

Washington,  D.  C. 
The  committee  met,  pursuant  to  adjournment,  at  10  a.  m.  in  the 
Finance    Committee    room,    Senate    Office    Building,    Senator    Pat 
Harrison  (chairman)  presiding. 

STATEMENT   OF  DR.   ROBERT  R.   DOANE,   NEW  YORK  CITY, 
REPRESENTING  OLD  AGE  REVOLVING  PENSIONS,  LTD. 

The  Chairman.  Dr.  Doane,  the  other  day  when  Dr.  Townsend 
testified  he  said  that  he  would  like  for  you  to  furnish  certain  data  to 
the  committee.  You  may  proceed  in  your  own  way.  If  you  have 
that  data  and  just  want  to  put  it  in  the  record,  it  will  be  all  right. 

Mr.  Doane.  Mr.  Chairman  and  members  of  the  committee. 
Dr.  Townsend  asked  me  to  make  a  statistical  study  based  upon  exist- 
ing levels  of  trade  and  levels  of  production  in  this  country,  to  see 
what  possible  amount  of  money  might  be  collected  as  the  result  of  a 
2-percent  general  siles  tax.  I  am  appearing  before  this  committee 
at  the  request  of  Dr.  Townsend  in  that  capacity,  not  especially  as  an 
advocate  of  the  Townsend  plan,  or  any  plan,  or  as  recommending 
any  particular  form  of  taxation. 

The  Chairman.  You  stated  before  the  House  committee  that  you 
did  not  advocate  the  Townsend  plan. 

Mr.  Doane.  I  am  not  advocating  any  plan.  I  just  made  a  sta- 
tistical study.     I  was  employed  in  my  professional  capacity. 

The  Chairman.  I  gathered  that  information  from  your  testimony. 

Mr.  Doane.  That  is  right.  Now  I  have  here  a  table  which  I 
prepared,  of  which  I  can  give  you  copies. 

1231 


1232  ECONOMIC    SECURITY    ACT 

(The  statistical  data  referred  to  by  Dr.  Doaiie  is  as  follows:) 

Table  I. — Estimated  accumulative  effect  of  turn-over  tax  at  2-percent  rate  on  physical- 
goods  transactions  {monthly  basis)  ' 

[Millions  of  current  dollars] 


Classes 

Value 

Tax 

Esti- 
mated 
increase 
in  costs 
due  to  2- 
percent 
tax 

1.  Raw  materials: 

Farm  products 

$484.  0 

20.0 

11.0 

2:35.0 

Forest  products .__     ..     . 

Fisheries.-  .-      _- 

Mines,  quarries .  

Total __.. 

750.0 

$15.0 

2.  Manufacturing: 

Cost  of  materials,,. 

1, 820.  0 
15.0 

Plus  added  tax 

Total  cost 

1, 835. 0 

First  turn-over  (tax) 

36.7 
37.4 
38.1 

Second  turn-over  (tax) _ 

Third  turn-over  (tax) _._ 

Total  tax ,. 

112.2 
1, 835. 0 

112.2 

Original  cost , 

Total  cost . 

1,  947.  2 
1,  680.  0 

$6  9 

Value  added   . 

Selling  value 

3,  627.  2 
72.5 

Plus  2-percent  tax 

72.5 

Total  paid 

3,  699.  7 

3.  Wholesale: 

Sales 

2,  663.  8 
53.3 

Plus  2-percent  tax , 

53.3 

Value  goods  sold 

2,  717. 1 

8  7 

4.  Retail: 

Sales . 

2, 173.  7 
43.5 

Plus  2-percent  tax... 

43.5 

Value  goods  sold . 

2,  217.  2 

10.  G 

Original  aggregate. 

8,  750. 0 

Tot  1  expected  taxes 

296.5 
40.3 

Consumer  collections  in  addition. 

Gnnd  total  collections   

336.8 
4,041.8 

At  annual  rate  of _ 

'  Computed  on  1931  basi.s.    All  figures  from  ofl3cial  census  and  Government  bureau  reports. 
Table  I-A. — Maximum    theoretical    possibilities    \mder    2-percent    turn-over    tax 


Selected  items 

as  given  in 

table  I 

All  producer  and 
consumer  ex- 
penditures 

All  expenditures, 
including  Gov- 
ernment and 
institutions 

All  gross  trans- 
actions and  trans- 
fers 

Estimated  annual  1935  collections. 
Estimated  annual  collections,  1929 
basis 

$4. 000, 000, 000 

$7,  500, 000,  000 

12 

$6, 000, 000, 000 
$12. 000, 000, 000 

18 

$224, 000,  000,  000 
$358, 000, 000. 000 

$6, 300, 000, 000 

$12,  600,  000, 000 

20 

$242, 000, 000,  ono 

$376, 000, 000, 000 

$9. 600, 000, 000 

$18,  700, 000, 000 

24 

$481,000,000,000 
$935,000,000,000 

Estimated  increase  in  prices 

percent.. 
Annual  volume  of  transactions: 
1935 : 

1936 
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Mr.  DoANE.  Table  I  deals  with  the  estimated  accumulative  effect 
of  the  turn-over  tax  on  the  2-percent  rate  on  physical-goods  trans- 
actions, on  a  montlily  basis,  at  current  levels  of  production.  I  might 
say  that  these  figures  have  been  taken  from  the  Biennial  Census  of 
Manufacturers,  from  estimates  of  the  Bureau  of  Agricultural  Eco- 
nomics, from  the  wholesale  and  retail  census  of  distribution,  covering 
the  year  1931,  with  a  slight  adjustment,  bringing  it  down  in  accord 
wdth  the  production  and  the  minimum  index  of  the  Federal  Reserve 
Board  at  the  present  level. 

We  find,  on  an  average,  the  current  value  of  farm  products  now 
moving  into  the  market  on  a  monthly  basis  of  $484,000,000;  forest 
products,  approximate!}^  $20,000,000  per  month;  fisheries,  $11,000,- 
000;  mines,  ciuarries,  and  oil  wells,  $235,000,000;  making  a  total  of 
raw  materials,  in  terms  of  current  monetary  value,  some  $750,000,000. 

In  the  third  column  of  this  table  you  will  find  the  figure  15.  That 
is  $15,000,000.  That  is  the  estimated  2-percent  tax"  on  the  $750,- 
000,000. 

Item  no.  2,  covering  "manufacturing  costs  of  materials  ",  is  approxi- 
mately $1,820,000,000;  plus  the  added  2-percent  tax  given  under 
item  no.  1,  brmging  the  total  cost  to  $1,835,000,000. 

Now  based  upon  previous  studies  of  the  Biennial  Census  of  Manu- 
facturers, we  find  an  average  turn-over  of  materials  in  process  of 
fabrication  and  so  forth,  of  about  three  times.  I  have,  therefore, 
allowed  the  first  turn-over,  2  percent,  on  the  $1,835,000,000,  or 
$36,700,000. 

The  second  turn-over,  $37,400,000;  the  third  turn-over,  $38,100,000; 
making  a  total  estimated  possible  tax  collection  of  $112,200,000. 

The  Chairman.  That  is  on  the  first  turn-over,  $112,000,000? 

Mr.  DoANE.  That  is  the  accumulative  three  turn-overs,  after  the 
goods  are  in  the  manutacturing  process.  Now  the  total  original  cost, 
as  we  found  in  item  2  at  the  top  of  that  column,  $1,835,000,000,  added 
to  the  $112,000,000  brings  the  total  cost  up  to  $1,947,000,000. 

In  the  fourth  column  in  this  table  we  have  included  the  percentage, 
the  estimated  percentage  mark-up  or  additional  cost  due  to  the 
levying  of  a  2-percent  tax.  In  this  instance,  after  these  three  turn- 
overs, we  find  the  cost  has  moved  up  approximately  6.9  percent. 
Now  the  value  added  to  manufactures  of  $1,680,000,000,  brings  the 
total  selling  value  on  a  monthly  basis  up  to  some  $3,600,000,000,  plus 
the  2-percent  tax  of  some  $72,500,000. 

The  w^holesale  volume  of  goods  moving  into  the  market  at  current 
levels  has  been  estimated  at  approximately  $2,600,000,000,  with  an 
estimated  2-percent  tax  of  some  $53,000,000. 

Retail  sales  moving  in  at  the  rate  of  $2,173,000,000,  plus  a  2-percent 
tax,  bringing  in  another  estimated  $43,500,000.  That  gives  a  grand 
total  of  $296,500,000  tax. 

Now  on  other  consum^ec  taxes,  for  recreational  expenditures  and 
other  services,  there  is  an  estimated  $40,000,000  in  addition.  That 
$40,000,000  is  contained  in  a  paper  I  presented  before  the  Ways  and 
Means  Committee  last  Tuesday,  table  2  of  that  record.  That  makes 
a  grand  total  estimated  monthly  collections  of  some  $336,800,000. 
If  we  multiply  that  by  12  we  find  a  possible  maximum  collection  of 
some  $4,000,000,000  per  annum.  In  my  estimation,  under  an 
accelerated  production,  that  $4,000,000,000  is  probably  a  trifle  low. 
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We  might  collect  a  little  more  than  that.     Each  month  nrobably  the 
volume  will  be  a  httle  higher.     It  might  go  as  high  as  $5,600,000,000. 

Now  at  the  top  of  this  sheet,  table  I-A,  we  have  given  some 
estimates  based  on  the  1935  basis,  and  also  on  the  1929  basis  of  pro- 
duction. As  I  have  said  before,  table  I,  we  find  indicated  there 
$4,000,000,000  possible  collections.  On  the  1929  basis  it  would  be 
around  $7,500,000,000.  Now,  if  we  would  include  all  producer  and 
consumer  expenditures,  which  involve  naturally  the  duplications,  the 
figures  woidd  stand  respectively  as  $6,000,000,000  and  $12,000,000,000. 
When  we  get  up  to  all  gross  transactions  of  every  character,  at  present 
levels,  the  maximum  figure  would  be  $9,600,000,000,  and  on  the  1929 
levels  approximately  $18,700,000,000. 

Briefly  summing  up  the  returns  from  a  2-percent  tax  as  set  forth 
in  detail  in  table  I,  which  includes  the  tax  on  raw  materials,  manu- 
facturing, wholesaling,  and  retailing  on  total  monthly  transactions  of 
some  8%  million  dollars  monthly,  while  the  estimated  increase  in  the 
cost  of  goods  due  to  the  tax  has  been  placed  at  approximately  10 
percent.  That  will  be  found  in  column  4,  table  I.  The  total  esti- 
mated revenue  from  the  tax  on  this  limited  list  approximates  4  billion 
dollars  monthly  at  present  levels,  without  giving  consideration  to  any 
accelerated  movement  of  trade;  while  an  identical  tax  on  all  trans- 
actions would  return  9  to  9}^  billions  of  dollars  per  year  at  present 
levels  of  production. 

The  estimated  increase  in  retail  price  of  goods,  based  on  experience 
of  other  nations,  would  be  10  percent;  while  the  volume  of  trade  ex- 
pectancy could  increase  25  percent  monthly  for  the  first  few  months, 
after  which  the  increase  would  be  at  a  decrescent  rate.  A  continua- 
tion of  this  stimulated  volume  of  trade  could  be  expected  under  nor- 
mal conditions  until  the  revenue  derived  from  the  tax  could  mount  to 
$26,000,000,000  per  year,  but  that  would  be  in  the  future. 

This  form  of  taxation,  if  uniformly  applied,  could  easily  through 
possible  substitution,  decrease  the  tax  liability  now  imposed  on  real 
property  with  a  consequent  material  increase  in  capital  value. 

The  social  security  envisaged  in  the  Townsend  plan  is  undeniably 
a  challenge  to  our  modern  economy.  It  seems  that  if  we  accept  as  a 
sound  business  principle  a  2K-percent  annual  depreciation  charge 
against  our  capital  equipment  of  brick,  mortar,  steel,  and  so  forth,  it 
is  natural  that  mankind  should  accept  a  like  charge  annually  against 
our  human  resources. 

That  is  all  I  have  to  say. 

The  Chairman.  Dr.  Doane,  did  you  finish  your  statment? 

Mr.  Doane.  I  did;  yes. 

The  Chairman.  I  wanted  to  ask  you  a  question  or  two.  Now  your 
estimate,  on  the  2-percent  turn-over,  would  be  approximately 
$5,000,000,000,  or  a  little  less.     It  may  be  around  4  or  5  billion  dollars? 

Mr.  Doane.  That  is  right. 

The  Chairman.  Well,  of  course,  you  are  familiar  with  the  fact  that 
France,  with  a  2-percent  turn-over  tax  and  with  a  population  of 
42,000,000,  collected  approximately  $300,000,000  a  year. 

Mr.  Doane.  Yes. 

The  Chairman.  You  have  ascertained  that  from  your  investiga-^ 
tions,  too,  haven't  you? 
.  Mr.  Doane.  I  do  not  know  the  exact  amount  of  collections. 
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Now  that  is  a  population  of  42,000,000.  If  you  had  thi'ee  times 
that  many  people,  as  you  have  in  the  United  States,  it  would  come 
to  about  $900,000,000.  Now,  in  view  of  that  experience,  in  view 
of  that  record,  on  the  2-percent  turn-over,  your  figure  is  a  little 
inconsistent,  your  statement  that  we  can  obtain  in  this  country,  on 
a  2-percent  turn-over  tax,  4  to  5  billion  dollars,  isn't  it? 

Mr.  DoANE.  I  have  assumed  that  the  tax  would  be  placed  on  all  of 
these  goods,  the  physical  goods,  and  I  have  given  the  mathematical 
and  statistical  presentation  only.  There  may  be  probably  some 
eliminations  or  some  exemptions.  I  haven't  taken  that  factor  into 
consideration. 

The  Chairman.  You  haven't  taken  the  factor  of  the  experience  of 
France  with  the  2-percent  turn-over  tax  and  the  population  of 
42,000,000,  into  consideration? 

Mr.  DoANE.  What  are  the  eliminations  in  France?  I  am  not 
familiar  with  them.     Is  that  tax  levied  on  all  physical  goods? 

The  Chairman.  It  is  a  2-percent  turn-over  tax.  I  do  not  know 
whether  there  are  any  eliminations  or  not.  Mr.  Parker,  can  you  tell 
me  that? 

STATEMENT  OF  L.  H.  PAKKER,  CHIEF  OF  STAFF,  JOINT  COMMIT- 
TEE ON  INTERNAL  REVENUE  TAXATION 

Mr.  Parker.  There  are  very  few  eliminations.  There  are  several 
things  that  bear  a  higher  rate,  like  luxuries.  It  is  true  that  when  an 
article  is  sold  on  a  comm.ission,  only  the  commission  is  taxed.  The 
tendency  of  the  French  turn-over  tax  has  been,  of  course,  to  cause 
rather  more  business  by  way  of  commission,  because  you  pay  then 
the  2-percent  turn-over  tax  on  commission,  not  on  the  cost  of  goods 
plus  the  mark-up.  In  other  words,  if  a  wholesaler  does  business  as 
a  commission  merchant  he  saves  a  lot  of  money  in  tax.  But  the 
French  tax  strikes  nearly  everything.     There  are  some  exemptions. 

The  Chairman.  Is  it  quite  similar  to  the  tax  in  Germany? 

Mr.  Parker.  The  report  on  double  taxation  contains  a  brief 
description  of  the  French  system. 

(Mr.  Parker  subsequently  submitted  the  following:) 

REPRINTED    FROM   DOUBLE   TAXATION   REPORT  MADE    BY   A   SUBCOMMITTEE    OP    THE 
COMMITTEE    ON    WAYS    AND    MEANS,  PAGE    226 

The  present  tax,  enacted  into  law  in  1920,  consists  of  a  2-percent  levy  on  gross 
receipts  from  sales  within  and  imports  into  Finance,  a  2-percent  levy  on  gr<)ss 
commissions  and  other  proceeds  from  the  sale  of  commercial  services,  a  luxury 
tax  at  varying  rates  on  sundry  articles,  a  production  tax  of  2}i  percent  on  sales 
and  imports  of  coal,  a  production  tax  of  3]4  percent  on  sales  and  imports  of 
fertilizers,  a  slaughterhouse  tax  at  varying  rates,  and  special  importation  taxes 
on  tea,  coffee,  automobiles,  sulphur,  and  sugar.  The  French  turn-over  tax  permits 
of  pyramiding. 

The  Chairman.  Is  the  2-percent  turn-over  tax  in  France  quite 
similar  to  the  German  2-percent  turn-over  tax? 

Mr.  Parker.  Yes;  I  think  the  French  tax  is  a  httle  more  all-inclu- 
sive than  the  German  tax. 

The  Chairman.  Now  I  will  ask  you,  Dr.  Doane,  with  reference  to 
Germany,  which  has  a  population  of  approximately  64,000,000, 
They  have  this  2-percent  turn-over  tax,  and  their  experience  is  that 
they  obtain  in  revenue  $245,000,000  a  year.     The  population  of  this 
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country  is  a  little  more  than  twice  as  much  as  tha!.  of  Germany. 
On  that  same  basis  it  would  be  around  $490,000,000  in  this  country. 
Is  that  not  a  little  bit  inconsistent  with  the  figures  that  you  gave, 
in  view  of  the  records  of  those  countries? 

Mr.  DoANE.  Well,  I  haven't  looked  into  all  of  the  transactions,  of 
course,  covered  by  the  other  countries,  and  the  relationship  of  the 
monopolies  taxes,  which  might  cause  certain  eliminations. 

The  Chairman.  Anyway,  if  there  were  10,000,000  people  in  the 
United  States  60  years  of  age  and  over  who  were  going  to  obtain  this 
$200  a  month,  or  $2,400  a  year,  if  all  of  them  took  it — and  it  is  the 
object,  I  think,  that  all  of  them  take  it,  because  it  invites  those  who 
have  jobs  to  give  up  their  jobs  so  that  other  people  can  take  those 
jobs,  and  they  can  obtain  the  $200  a  month  or  $2,400  a  year — that 
would  amount  to  about  $24,000,000,000  a  year.     That  is  right,  isn't  it? 

Mr.  DoANE.  Yes. 

The  Chairman.  Has  Dr.  Townsend  made  a  suggestion  to  you  as  to 
how  you  are  going  to  get  the  difference  between  the  $24,000,000,000 
and  the  4  or  5  billion  dollars  that  you  say  under  those  figures  we  might 
obtain  from  the  2-percent  turn-over  tax? 

Mr.  DoANE.  It  has  been  suggested,  I  think,  and  I  have  read  the 
previous  testimony  of  Mr,  Hudson  before  the  Ways  and  Means  Com- 
mittee several  days  ago,  by  placing  a  2-percent  tax  on  what  he  referred 
to  as  total  transactions,  taking  the  peak  year  1929  of  some  one 
trillion  two  hundred  billion  doUars  worth  of  these  transactions,  which, 
I  understand  by  referring  to  their  testimony,  the  estimate  of  Mr. 
Goldenweiser,  of  the  Federal  Reserve  Board,  debits  against  individual 
accounts,  figuring  2  percent  of  one  trillion  two  hundred  billion  of 
dollars  would  be,  $24,000,000,000.  But  at  these  levels  of  course  we 
do  not  have  even  probabl}^  more  than  one-third  of  that  total  trans- 
actions. Talking  with  Dr.  Townsend,  just  in  private  conversation, 
I  think  that  he  is  assuming  that  we  will  in  the  future  again  get  back 
up  to  those  levels. 

Senator  Couzens.  That  would  contemplate  the  tax  that  you  re- 
ferred to  as  the  tax  on  service  transactions? 

Mr.  DoANE.  A  tax  on  all  transactions. 

Senator  Couzens.  You  haven't,  in  this  minimum,  included  any 
tax  on  service  transactions? 

Mr.  DoANE.  No;  I  have  not. 

The  Chairman.  I  think  that  is  all,  unless  some  members  of  the 
committee  wants  to  ask  questions.     Thank  you,  Mr.  Doane. 

At  this  point  I  desire  to  place  in  the  record  a  number  of  state- 
ments, letters,  and  briefs  presented  by  individuals  and  organizations 
interested  in  S.  1130. 

American  Home  Economics  Association, 

February  14,  1935. 
Senator  Pat  Harrison, 

Chairman  Senate  Committee  on  Finance, 

United  States  Senate,  Washington,  D.  C. 

Dear  Senator  Harrison:  The  American  Home  Economics  Association  has 
for  years  recognized  the  importance  of  the  health  of  mothers  and  infants  to  the 
welfare  of  the  family.  It  considers  that  these  must  be  recognized  m  any  worthy 
program  of  economic  security. 

The  association  heartily  endorses  the  provisions  for  maternal  and  infant  health 
included  in  the  economic  security  bill.  It  considers  that  this  type  of  service 
devoted  primarily  to  reducing  the  family  catastrophe  of  maternal  and  infant 
inort.ilitv  and  to  builfiiiier  !K)sitive  health  is  in  valuable  in  Dromotine  the  economic 
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security  of  the  family  and  in  reducing  the  burden  of  needlessly  broken  homes  and 
motherless  children. 

These  provisions  for  maternal  and  infant  health  are  positive  and  constructive, 
designed  especially  through  their  conservation  of  maternal  life  and  health  to  make 
possible  the  care  and  security  of  numberless  young  children  under  normal  home 
conditions.  Without  such  safeguards,  many  children  would  be  robbed  of  what 
we  hold  to  be  the  birthright  of  every  child,  rich  or  poor. 

We  urge  that  the  provisions  on  maternal  and  child  health  as  included  in  S.  1130 
be  retained  in  an  effective  form  in  the  economic  security  bill  reported  by  the 
Senate  Finance  Committee. 

Respectfully  submitted. 

Harriet  R.  Howe, 
Vice  chairman,  Legislative  Committee. 


The  National  Education  Association  of  the  United  States, 

Washington,  D.  C,  February  19,  1935. 
The  Honorable  R\t  Harrison, 

The  United  States  Senate,  Washington,  D.  C. 
My  Dear  Senator:   I  have  received  a  number  of  requests  from  teachers  and 
citizens  interested  in  the  economic  welfare  of  teachers,  asking  to  what  extent,  if 
any,  teachers  are  included  in  the  economic  security  program. 

br.  William  G.  Carr,  director  of  research  of  the  National  Education  Association, 
has  made  a  thorough  investigation  of  this  field  and  has  prepared  the  enclosed 
statement  entitled,  "Public  School  Teachers  and  Economic  Security."  This 
statement  covers  the  facts  insofar  as  this  branch  of  public  service  is  concerned. 
I  am  taking  the  liberty  of  sending  this  to  you  for  the  information  of  your  Commit- 
tee on  Finance,  and  I  respectfully  request  that  the  statement  be  included  in  the 
printed  report  of  the  hearings  on  the  Economic  Security  Act. 
Very  cordially  yours, 

WiLLARD    E.     GiVENS. 

Public  School  Teachers  and  Economic  Security 

SUMMARY 

The  extent  to  which  an  occupational  group  is  subject  to  the  economic  hazards 
arising  from  old  age  and  unemployment  depends  on  a  variety  of  factors,  including: 

(a)  The  probability  that  a  particular  hazard,  such  as  unemployment,  wiU  occur; 

(b)  the  extent  to  which  the  occupational  group  is  insured  against  these  hazards 
by  local,  State,  or  national  legislation;  and  (c)  the  opportunity  which  exists  to 
accumulate  financial  reserves. 

Such  evidence  for  one  large  and  important  occupational  group,  the  1,000,000 
employees  of  the  Nation's  public  schools,  follows.  The  teaching  profession  is  not 
nov^  adequately  protected  against  unemployment  and  old  age.  Prevailing  salaries 
are  utterly  inadequate  in  many  cases  to  permit  the  accumulation  of  reserves 
through  private  initiative.  Since  tea-chers  were  not  included  under  the  industrial 
codes  many  are  now  receiving  wages  less  than  those  fixed  for  factory  workers. 
Extensive  unemployment  also  exists  among  teachers.  Estimates  by  the  United 
States  Office  of  Education  and  special  State-wide  surveys  indicate  that  unem- 
ployed teachers  constitute  a  group  one-fifth  as  large  as  employed  teachers. 
Existing  teacher  retirement  systems  do  not  guarantee  old-age  security  to  the 
teaching  profession  because  about  40  percent  of  all  teachers  are  not  included, 
because  several  existing  sj^stems  are  financially  shaky,  because  many  older 
teachers  have  not  accumulated  any  significant  reserve,  and  because  the  allow- 
ances paid  are  often  inadequate. 

These  facts  suggest  that  any  national  plan  designed  to  provide  a  maximum 
amount  of  economic  security  for  all  citizens  must  not  neglect  the  economic  prob- 
lems faced  by  the  teaching  profession. 

NUMERICAL  AND  SOCIAL  IMPORTANCE  OF  TEACHERS 

Education  accounts  for  over  one-third  of  all  public  employees  and  for  more  than 
3  percent  of  all  the  Nation's  workers.'  There  are  more  teachers  than  there  are 
carpenters,  miners,  machinists,  bookkeepers,  physicians,  or  lavv'yers.^ 

1  Commission  of  Inquiry  on  Public  Service  Personnel,  Report,  New  York;  McGraw-Hill  Book  Co.,  1935 
pp.  139,  141. 

2  United  States  Bureau  of  the  Census.    Population:  Occupations  by  States.    Washington,  D.  C:  Gov- 
ernment Printing  Office,  1933;  pp.  6-16. 
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The  iiuportance  of  the  teaching  profession  in  American  hfe  is  not,  however, 
limited  to  statistical  measures.  Upon  the  skill,  devotion,  and  intelligence  of 
teachers  depends  much  of  the  future  social  safety  and  material  progress  of  the 
countr}\  It  is  socially  important,  therefore,  that  teacliing  be  made  a  career 
wherein  men  and  women  of  highest  caliber  may  render  distinguished  service 
without  an  ever-present  fear  of  future  poverty. 

COMPENSATION  AND  OPPORTUNITY  FOR  SAVING 

The  average  annual  salary  for  all  teachers,  principals,  and  supervisors  during 
the  last  10  years  has  ranged  from  $1,222  to  $1,4-10. 

Highly  paid  teachers  are  rare.  In  1926,  when  teachers'  salaries  were  at  about 
the  same  average  level  as  at  present,  less  than  1  percent  of  all  school  teachers 
and  executives  received  over  $4,000  and  less  than  2  percent  received  over  $3,300. 
At  the  lower  end  of  the  scale,  over  15  percent  received  less  than  $700  and  nearly 
40  percent  received  less  than  $1,000.^ 

Conditions  at  present  are  even  less  satisfactory.  Teachers  were  given  no  pro- 
tection whatever  under  the  National  Industrial  Recovery  Act.  As  a  result,  it  is 
estimated  that  1  teacher  in  every  3  is  now  paid  less  than  $750  per  year.*  In  other 
words,  about  250,000  teachers  to  whom  is  entrusted  the  education  of  some  7,000,- 
000  children  receive  annual  wages  below  the  minimum  for  factory  hands  under 
the  "blanket  code"  of  the  National  Recovery  Administration.  With  compensa- 
tion at  this  low  level,  many  thousands  of  teachers  have  no  reasonable  opportunity 
to  provide  a  reserve  against  the  hazards  of  old  age,  illness,  and  unemployment. 
Furthermore,  the  lowest  paid  teachers  are  not  covered  by  retirement  provisions. 
Of  the  11  States  paying  lowest  average  salaries  to  teachers,  only  one  has  a  State- 
wide teacher  retirement  law  in  operation. 

The  damaging  effects  of  such  an  outlook  on  the  children  taught  and  on  the 
teacher's  personal  and  professional  morale  are  clear. 

UNEMPLOYMENT    AMONG    TEACHERS 

On  January  8,  1934,  the  United  States  Office  of  Education  estimated  that 
200,000  certificated  teachers  were  unemployed.^  There  are  today  some  24,000 
fewer  teaching  positions  than  in  1932,  and  the  number  of  trained  candidates  for 
the  available  positions  has  definitelj'^  increased. ^ 

Investigations  in  several  States  give  further  evidence  on  this  point.'  Unera- 
ploj'ment  is  not  solely  a  phenomenon  of  industrial  occupations. 


EXISTING    OLD-AGE    PROTECTION    FOR    TEACHERS 

In  spite  of  the  low  active  salaries  received  by  teachers  it  has  been  exceedingly 
difficult  to  secure  State  or  local  legislation  for  the  protection  of  these  public 
servants  in  their  old  age.  After  a  half  century  of  effort,  only  about  60  percent  of 
the  Nation's  teachers  are  working  under  any  form  of  retirement  provision.* 
State-wide  teacher  retirement  systems  exist  in  less  than  half  of  the  States  of  the 
Union.*  Although  a  number  of  independent  local  retirement  systems  exist,  there 
yet  remain  9  States  where  no  protection  under  either  local  or  State  retirement 
systems  is  available  to  any  teacher. 

3  National  Education  Association,  Research  Division.  The  Scheduling  of  Teachers'  Salaries.  Research 
Bulletin  5:  146:  May  1927.    Washington,  D.  C:  The  Association.    25  cents. 

<  National  Education  Association  and  Department  of  Superintendence,  Joint  Commission  on  the  Emer- 
gency in  Education.  Major  Trends  in  Public  Education.  Washington,  D.  C:  The  Association,  Octo- 
ber 1931.    p.  10.    25  cents. 

»  U.  S.  Department  of  the  Interior,  U.  S.  Office  of  Education.  The  Situation  in  the  Schools.  Januarys, 
1934.    Mimeograph,  1  p. 

»  National  Education  Association  and  Department  of  Superintendence,  Joint  Commission  on  the  Emer- 
gency in  Education.  Major  Trends  in  Public  Education.  Washington,  D.  C:  the  Association,  October 
1934;  p.  7.    25  cents. 

"  California  State  Department  of  Education.  "  A  Survey  of  Oversupply  of  Teachers  as  Reflected  in  the 
Placement  Agencies  of  the  California  Teacher— Training  Institutions,  November  1,  1930."  California 
Schools  2:  27-3J:  January  1931.  Massachusetts,  Stiles,  Chester  D.  "Report  on  Unemployed  Teachers 
In  the  State  of  Massachusetts."  Westfield,  Mass.:  Superintendent  of  Schools,  November  1934.  1  p.  New 
York,  letter  dated  October  19,  1932,  from  Arvie  Eldred,  executive  secretary,  New  York  State  Teachers 
Association.  Mr.  Eldred  cilled  the  Teacher  Training  Division  for  information.  Minnesota,  State  De- 
partment of  Education,  Statistical  Division.  A  Study  of  Unemployed  Elementary  Teachers  in  Minne- 
sota, 1932.    St.  Paul,  Minn.:  the  Division,  1932;  p.  12. 

8  Carr,  William  O.  "The  Teacher-Retirement  Movement  in  the  United  States."  American  School 
Board  Journal  83;  37-38;  December  1931. 

"National  Education  Association,  Research  Division.  "Current  Issues  in  Teacher  Retirement." 
Research  Bulletin  5:  68;  November  1930.    Washington,  D.  C:  the  Association.    25  cents. 
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Furthermore,  many  existing  systems  leave  much  to  be  desired  as  far  as  sound- 
ness and  adequacy  is  concerned.  Competent  investigating  committees  have 
urged  early  revision  and  strengthening  of  the  teacher  retirement  laws  in  at  least 
7  of  the  22  States  where  such  laws  are  operative. 

The  existing  systems  rarely  include  the  noncertificated  school  employees  or 
the  professional  staffs  of  the  State  universities  and  teachers  colleges.  In  only 
1  of  the  22  State  retirement  systems  were  all  teachers  already  in  service  required 
to  join  the  retirement  system  at  its  inauguration.  Several  of  the  retirement 
systems  operate,  partly  or  entirely,  on  a  voluntary  basis.  Many  teachers  of 
advanced  age  have  been  quite  unable  to  accumulate  any  appreciable  reserve 
or  to  take  advantage  of  the  opportunities  offered  by  existing  retirement  systems. 
The  retirement  allowances  granted  in  these  teacher  retirement  systems  average 
not  more  than  $600  per  year.^"  This  amount  is  below  the  average  yearly  retire- 
luent  allowances  available  to  industrial  employees,  municipal  employees,  and 
Federal  employees  under  the  retirement  systems  which  now  protect  these  groups. ii 
In  several  States  the  average  allowance  paid  is  entirely  inadequate.  One  State 
system,  for  instance,  paid  an  average  allowance  as  low  as  $125  per  year.  A 
special  study  of  teachers  who  retired  in  1930  reveals  that  in  only  one  State  retire- 
ment system  did  annuitants  receive  as  much  as  half  salary;  teachers  in  three 
systems  received  less  than  one-fifth  of  their  final  salary. 


Statement  by  Miss  Marquis  Robb,  Newtonville,  Mass. 

NATIONAL,  state,  LOCAL,  AND  INDIVIDUAL  REVOLVING  FUND  TO  DEVELOP  ANNUITY 

IN    OLD   AGE 

Provides. — One  initial  endowment  to  take  care  of  present  accrued  liability  of 
age. 

Development  of  fund  to  make  an  asset  of  all  age  yet  to  come. 
Operation. — To  function  through  State  and  local  organizations  already  existing. 
Values  direct. — To  develop  taproot  growth  toward  economic  independence  for 
the  individual  and  give  opportunity  for  him  to  assume  his  personal  responsibility 
in  achieving  that  goal. 

To  accumulate  collective  reserves  to  the  end  that  the  age  limit  may  be  lowered, 
and  general  welfare  increased. 

Byproduct  values — Continuous  inventory  of. — -Local,  (a)  economic  dependence, 
(6)  chronic  illnesses,  (c)  juvenile  delinquency. 

Money  is  to  the  body  economic  what  blood  is  to  the  body  personal. 
In  a  democracy  there  can  be  no  permanent  growth  in  social  security  that  does 
not  include  understanding  and  responsibility  on  the  part  of  the  individual  citizen 
of  his  relation  to  the  financial  soil  in  which  the  aggregate  and  cumulative  units 
grow  in  a  capitalistic  economy. 

Every  individual  tap  root  toward  economic  security  strengthens  national  well- 
being  in  the  same  fashion  that  the  native  Indian  bundle  of  sticks  made  ppwerful 
the  tribe. 

"Money — the  lifeblood  of  the  Nation, 
Corrupts  and  stagnates  in  its  veins; 
Unless  a  proper  circulation 

Its  motion  and  its  heat  maintains." 

— Dean  Swift. 

security  for  children 

It  must  not  for  a  moment  be  forgotten  that  the  core  of  any  social  plan  must 
be  the  child.  Every  proposition  we  make  must  adhere  to  this  core.  Old-age 
pensions  are  in  a  real  sense  measures  in  behalf  of  children.  They  shift  the  retro- 
active burdens  to  shoulders  which  can  bear  them  with  less  human  cost,  and 
young  parents  thus  released  can  put  at  the  disposal  of  the  new  member  of  society 
those  family  resources  he  must  be  permitted  to  enjoy  if  he  is  to  become  a  strong 
person,  unburdensome  to  the  State.  Health  nieasures  that  protect  his  family 
from  sickness  and  remove  the  menacing  apprehension  of  debt,  always  present  in 
the  mind  of  the  breadwinner,  are  child-welfare  measures.     Likewise,  unemploy- 

10  National  Education  Association,  Committee  on  Retirement  Allowances,  Report.  Washington,  D.  C: 
The  Association,  July  1932.    79  p.  25  cents.                                        ,,                 ^         .  -.xr    u-     ^       -n.  n  . 

11  National  Education  Association,  Committee  on  Retirement  Allowances,  Report.  vV^ashmgton,  D.  C. 
The  Association,  July  1934.    29  p.    25  cents. 
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mcnt  compensation  is  a  measure  in  Ijehalf  of  children  in  that  it  protects  the  home. 
Most  important  of  all,  public  job  assurance  which  can  hold  the  family  together 
over  long  or  repetitive  periods  of  private  unemployment  is  a  measure  for  children 
in  that  it  assures  them  a  childhood  rather  than  the  premature  strains  of  the 
would-be  child  breadwinner. 

There  are  at  the  moment  over  7,400,000  children  under  16  years  of  age  on  the 
relief  rolls.  The  lives  of  some  of  these  children,  who  have  never  known  a  time 
when  their  father  had  a  steady  job,  and  who,  until  Federal  relief  provided  the 
family  with  a  weak  cohesive  agent,  have  known  nothing  but  the  threat  of  being 
scattered,  are  lost  beyond  full  restoration  to  their  physical  and  social  fulfillment. 
Their  childhood  is  alreadv  destroved  and  their  future  dark  and  uncertain.  In 
this  age  group  are  300,000  dependent  and  neglected  children;  300,000  to  500,000 
children  who  are  physically  handicapped;  200,000  who  come  as  delinquents  an- 
nually before  the  courts;  and  the  75,000  illegitimate  children  born  each  year. 
Special  kinds  of  care  must  be  provided  for  them  to  save  them  from  a  future  more 
tragic  than  their  impaired  childhood. 

Most  of  the  children  on  relief  lists  are  less  conspicuously  unfortunate,  but  all 
of  them  lack  at  least  one  major  essential  for  a  childhood  which  will  prepare  them 
in  5,  10,  or  15  years  to  be  the  mainstay  of  society.  Nothing  is  wrong  with  their 
environment  but  their  partnts'  lack  of  money  to  give  them  opportunities  which 
are  taken  for  granted  in  more  fortunate  homes. 

With  the  child,  the  recurrent  productive  energy  of  the  Nation,  as  the  "core  of 
any  social  plan"  in  an  economy  organized  on  a  financial  basis,  there  must  be  not 
only  the  indirect  influence  of  the  parent  economic  state  but  also  direct  financial 
contacts  for  the  junior  citizen  throughout  the  entire  formative  period  of  his 
concepts  of  work  and  life.  That  period  is,  generally  speaking,  the  same  as  the 
compulsory-  school  period.  School  truant  officers  from  all  parts  agree  that  the 
desire  to  "get  something  of  their  own"  is  the  basic  cause  of  a  great  percent  of  the 
the  "dropping  out  of  school." 

How  can  direct  financial  contact  be  given  to  every  junior  citizen? 

First.  By  considering  old-age  assistance,  not  as  a  pension  taken  from  the  bounty 
or  charity  of  others  but  as  a  root  growth  started  at  the  beginning  of  life. 

The  Metropolitan  Life  Insurance  Co.  is  authority  for  the  statement  that  $300 
deposited  the  first  year  of  life  will  amount  to  an  annuity  of  $50  a  month  from  the 
age  of  65  years  on. 

Second.  By  applying  those  figures  to  1  year's  birth  increase  in  the  United  States 
(2,000,000)  an  initial  endowment  of  half  a  billion  would  start  a  revolving  fund  to 
include  every  junior  citizen  in  its  recurrent  movement,  and  for  the  immediate 
neccs.^ity  of  accrued  liability  would  take  care  of  present  old  age. 

The  accompanying  data  from  the  American  Bankers  Association  gives  key  to 
the  financial  machinery  through  which  the  individual  citizen,  during  his  entire 
school  period,  could  pay  for  his  endowment. 

To  the  schools  we  turn  for  the  fullest  training  possible  of  every  citizen.  That 
is  the  sole  reason  for  a  public-school  system.  Thus  in  giving  the  schools  oppor- 
tunity to  develop  financial  reserves,  as  well  as  vocational  and  acadernic  powers, 
we  would  complete  the  equipment  necessary  for  a  developing  citizenship. 

Except  for  the  national  initial  endo^\-ment  the  one  first  fund  through  which 
present  age  assistance  would  be  rendered,  the  entire  administration  and  respon- 
sibility would  belong  to  the  State,  the  communitj',  and  the  individual. 

The  plan  would  work  in  this  wise. 

National.- — National  commitment  to  the  principle  of  universal  opportunity  to 
develop  individual  growth  toward  security  in  age  would  i  be  the  one  Federal  respon- 
sibility. Expression  of  that  commitment  to  be  made  through  an  endowment  fund 
that  would  become  seed  for  recurrent  harvest  of  security  throughout  the  collective 
lifetime  of  every  citizen  that  accepted  the  opportunity  and  tried  to  carry  out  his 
part  in  it. 

Slate. — In  affirming  the  principle  involved  in  the  national  endowment  each 
State  would  guarantee  the  continuous  revolving  of  the  fund  between  present  age 
and  age  recurring  as  the  years  come  on. 

State  adoption  of  that* "guaranty"  would  entitle  a  State  to  its  pro  rata  of  the 
initial  endowment. 

Stale. — That  pro  rata  to  be  handled  through  a  State  trust  committee  that 
would  in  turn  distribute  it  through  old-age  assistance  organizations  already 
existing  for  that  work. 

Local. — Local  community  to  form  committee  made  up  of  the  mayor,  president 
of  school  board,  superintendent  of  schools,  ex-officio  head,  or  other  representative, 
from  civic  bodies  such  as  Chamber  of  Commerce.  Rotary,  Women's  Professional, 
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Schools  to  handle  collection  of  fund  under  commercial  departments  as  practical 
functioning  experience  in  their  work. 

Funds  collected  to  be  taken  care  of  by  local  banks  with  accounting  to  schools 
and  State  trust  committee,  and  local  committee  as  State  law  would  determine. 

Whenever  a  junior  citizen  could  not  meet  the  payment  on  his  endowment  an 
automatic  report  would  go  to  the  local  committee.  Committee  to  investigate  to 
find  cause  and  to  aid  child.  Thus  local  economic  dependence  would  be  met  at 
source  levels. 

In  addition  to  meeting  the  specific  need,  there  would  result  the  opportunity 
for  constructive  aid  that  would  keep  the  dependence  from  growing  cumulatively 
destructive  to  both  personal  welfare,  and  local  financial  reserves. 

Chronic  illnesses  that  cause  dependence — and  juvenile  crime  that  piles  up 
human  misery  and  financial  waste — could  in  time  be  met  at  levels  of  inception, 
thereby  giving  prevention  forces  the  chance  to  be  employed  at  a  stage  when 
prevention  can  really  prevail. 

"There  is  no  wealth  but  life." — John  Ruskin. 

A  nation's  wealth  is  most  truly  measured  by  the  number  of  citizens  given 
opportunity  to  develop  to  the  fullest  the  potential  capacity  of  each  individual 
life. 


American  Bankers'  Association, 

New  York,  N.  Y. 
Miss  Marquis  Robb, 

Waltham,  Mass. 
My  Dear  Miss  Robb:   Attached  is  a  compilation  of  figures  of  school  savings 
concerning  which  you  made  inquiry  in  your  letter  of  April  6. 

The  number  of  children   without  school  banking  opportunity   is  much  too 
large.      Only  by  hearty  cooperation  among  school  people,  bankers,  and  others 
interested  in  the  welfare  of  our  people  can  this  difficulty  be  overcome. 
When  you  reach  New  York,  I  shall  be  happy  to  see  you. 
Very  truly, 

W.  EsPEY  Albig, 

Deputy  Manager. 

Years  of  depression,  1929-31 

Number  of  schools  that  offer  direct  banking,  1929-31 14,  610 

Number  of  schools  that  off"er  direct  banking,  1930-31 14,  628 

Number  of  students  enrolled,  1929-30 4 

Number  of  students  enrolled,  1930-31 5 

Number  of  students  depositing,  1 929-30 4 

Number  of  students  depositing,  1930-31 4 

Amount  deposited  during  school  year,  1929-30 $29 

Amount  deposited  during  school  year,  1930-31 $26 

Interest  earned  and  credited  during  year,  1929-30 $1 

Interest  earned  and  credited  during  year,  1930-31 $1 

Amount  on  deposit  at  end  of  school  year,  1929-30 $52 

Amount  on  deposit  at  end  of  school  year,  1930-31 $50 

Number  in  school  between  the  ages  of  5  and  20  years  in  1931 26 

Number  with  opportunity  for  direct  banking 4 

Junior  citizens  without  opportunity  for  financial  training 21 

Potential  amount  on  deposit  if  all  students  banked,  1929^30 $321 

Potential  interest  on  deposit  if  all  students  banked,  1929-30 $7 

Direct  contribution  to  depression 

Coinmunities  (in  the  red)  called  on  reserve,  drew  out  more  than 

deposited  that  vear,  1929-30 154 

Communities  (in  the  red)  1930-31 309 

The  13,000.  employed  students  of  the  Central  Vocational  School  of  Milwaukee, 
Wis.,  who  attend  school  8  hours  per  week,  earn  more  money  each  year  than  the 
entire  system  of  education  costs  the  city  of  Milwaukee  for  all  kinds  of  public 
education. 

The  New  York  Sun  of  February  11,  1927,  said:  "There  were  63,000  part-time 
vocational  students  in  New  York  City  and  they  earned  annually,  while  attending 
school  more  than  $45,000,000."      (Federal  Board  of  Vocational  Education.) 


817,  606 
030,  698 
597,  731 
482,  634 
113,063 
783,  610 
299,  143 
302,  211 
049,  849 
744,  840 
800,  000 
817,  606 
982,  394 
600,  000 
145,  287 
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Although  it  is  difficult  to  prove  how  much  the  small  boy  has  to  spend,  some 
figures  are  available  regarding  his  older  brother.  The  Industrial  Education 
Bureau  of  the  State  dei^artment  of  education,  studying  the  activities  of  65,000 
boys  in  State  continuation  schools  found  that  the  employed  boys  from  14  to  17 
years  of  age  spend  more  than  $7,500,000  a  year  for  amusements.  (New  York 
State  Department  of  Education.) 

"save    youth    from    crime,"     pleads    MORAN,    new    YORK    DIVISION    OP    PAROLE 

As  soon  the  boys  had  bank  accounts  of  their  own  they  began  to  see  the  relation- 
ship between  stealing  and  property  rights.  So  we  welcome  the  work  because 
of  the  results  on  the  moral  character  of  this  particular  type  of  child;  the  desire 
to  protect  their  own  property  rights  providing  the  basis  for  making  them  respect 
the  property  rights  of  others. 

Olive  Jones, 
School  Principal,  New  York  City, 
Ex-President  National  Education  Association. 


Dear  Miss  Robb:  This  is  perhaps  the  only  home  lesson  I  ever  tackled  cheer- 
fully. And  yet  I  can't  truthfully  call  it  a  home  lesson  because  you  yourself  made 
it  a  matter  of  choice.  However,  I  am  onh'  too  glad  to  have  the  opportunity  of 
letting  you  know  what  I  derived  from  this  course.  For  the  last  few  days  I  have 
been  reviewing  in  my  mind  all  the  talks  and  lessons,  and  this  is  the  result. 
Sincerely, 

Mary  Fitzpatrick 

(Age  16  j'ears). 


what  economic  education  has  meant  to  me 

Next  j^ear  my  brother  enters  high  school.  Lately  he  has  been  poring  over  the 
list  of  electives,  picking  this  subject,  discarding  that.  Finally  he  was  satisfied, 
and  showed  me  the  ones  he  had  chosen.  After  looking  at  them  I  asked  him, 
"How  about  economic  education?" 

Immediately  a  discontented  scowl  spread  over  his  face,  and  in  strong  terms  he 
told  me  he  didn't  "want  that  stuff.  It's  silh',  and  no  one  is  going  to  meddle  in 
my  affairs.     I  don't  believe  in  budgeting,  anyway.     No,  I  won't  take  it." 

How  could  I  convince  him  he  was  wrong?  I  couldn't — because,  a  short  while 
ago,  I  held  the  same  attitude  toward  economic  education  that  he  does  now,  and  no 
arguments  on  earth  were  able  to  make  me  change  my  mind.  But  a  very  wise 
aunt  forced  me  to  take  it,  and  I  very  belligerently  started  my  course. 

If  talking  were  able  to  persuade  my  brother,  I  would  tell  him  that  he  has  a 
very  wrong  conception  of  this  subject.  I  would  tell  him  that  the  methodical  daily 
entry  in  his  budget  book,  and  the  monthly  balancing  of  it,  are  only  rudimental 
and  incidental — the  practical  part  of  the  course. 

But  I  would  also  tell  him  that  this  study  opens  a  new  world,  brings  a  broader 
understanding  of  things,  and  makes  all  things  unified.  That  it  means  careful 
observation  of  current  events,  and  discussions  of  present-day,  vital  problems,  that 
are  more  interesting  and  alive  than  any  of  his  other  studies  could  afford.  That 
through  this  subject  all  his  other  subjects  will  be  a  part  of  the  whole,  rather  than 
disjointed,  "outside"  activities. 

Most  important  of  all,  that  money  is  not  merely  something  to  hold  in  the  hand, 
but  a  stream,  a  power,  that  flows  through  people  in  their  relations  with  each  other, 
and  without  which  they  could  not  properly  exist. 

Oh,  so  many  things  I  could  tell  that  brother  of  mine  if  he  would  only  listen  and 
consider.  Besides  the  invaluable  practical  knowledge  that  he  will  gain,  he  will 
have  added  something  new  to  his  life.  Something  that  will  make  him  realize  that 
every  phase  of  his  life  and  every  experience  go  to  make  his  life  fuller  and  more 
complete,  for  we  are  all  a  part  of  the  "creative  force." 

Perhaps  I  haven't  expressed  myself  clearly,  and  perhaps  'Id  only  muddle  him  if 
I  were  to  try  to  explain.  But  that  is  the  nearest  I  can  come  to  an  expression  of 
what  economic  education  has  meant  to  me,  a  newer,  better  understanding  of 
money  (and  its  relation  to  human  beings)  and  wiser,  more  philosophical  outlook 
on  life  in  general. 

Would  he  understand,  I  wonder? 
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Statement  by  George  Shibley,  Director  of  the  Research  Institute,  of 
Washington,  D.  C;   Member  of  United  States  Supreme  Court  Bar 

benefit  funds   from   taxation   of    rental   values   and   of   concentrated 

wealth 

Mr.  Chairman  and  gentlemen  of  the  committee,  my  name  is  George  Shibley, 
and  I  am  director  of  the  Research  Institute,  of  this  city;  and  am  a  member  of  the 
United  States  Supreme  Court  bar.  For  40  years  I  have  been  an  independent 
social  scientist,  paying  my  own  way  and  supporting  various  activities  in  the  public 
interest.  I  am  aiming  at  equal  rights  in  regulated  private  enterprise,  the  pro- 
gram for  liberty,  the  liberal  program. 

I  ask  your  attention  to  suggest  that  in  your  search  for  benefit  funds  for  our 
citizens  against  economic  hazards  you  consider  the  following  social  philosophy 
and  actual  facts  of  history  in  our  Republic. 

In  the  levying  of  taxes  by  Congress  there  are  two  main  systems:  To  levy  in 
such  manner  as  to  cause  the  consumers  to  pay  the  tax;  or  to  cause  the  holders  of 
special  privileges  in  this  country  to  pay  the  tax. 

In  the  latter  category,  that  the  holders  of  special  privileges  should  be  taxed 
to  secure  the  benefit  funds  which  the  Nation  is  looking  for  to  pay  the  benefits 
for  social  security,  are: 

First.  The  taxation  of  land  values — the  rental  value  based  on  location — omit- 
ting improvements,  fertility,  and  standing  timber.  It  is  taxation  of  the  un- 
earned increment,  caused  by  the  presence  of  population.     And — 

Second.  The  taxation  of  the  excessive  concentration  of  wealth. 
We  first  present  taxation  of  concentrated  wealth  as  it  calls  for  historical 
treatment. 

PROPOSED    taxation    OF    CONCENTRATED    WEALTH 

In  our  Republic  the  concentration  of  wealth  is  so  excessive,  as  an  outcome  of 
the  rule  of  the  few,  for  four  generations  except  1861-65  and  1913-18,  that  shortly 
before  the  setting  in  of  our  existing  great  depression,  "504  men  in  our  Republic 
had  a  greater  net  taxable  income  than  the  value  of  all  the  wheat,  and  all  the 
cotton  produced  by  2,800,000  farmers  the  following  year."  (Proceedings  of  the 
National  Grange,  1933,  p.  25.) 

The  explanation  is  tha.t  this  excessive  concentration  of  wealth  is  the  outcome 
of  four  generations  of  the  rule  of  the  few,  by  machine-rule  party  government 
except  1861-65  and  1913-18.  It  began  in  1844  by  the  sly  debasement  of  the" 
national  nominating  conventions  of  the  two  parties,  by  the  action  of  the  State 
committees. 

These  changes  in  the  mechanism  of  party  government  are  described  in  part 
in  a  2-volume  work  published  in  1855,  written  bv  former  United  States  Senator 
Benton,  in  Thirty  Years  View  (vol.  2,  596). 

In  1860,  at  tlie  polls,  the  voters  recaptured  their  National  Government,  but 
an  outcome  was  the  Civil  War  for  4  years  and  the  saving  of  the  Union,  and  the 
ending  of  chattel  slavery. 

But  with  the  ending  of  that  internal  war  and  the  assassination  of  President 
Lincoln  reaction  set  in  in  Congress,  and  it  was  continued  until  1908,  a  period  of 
43  years,  and  the  rolling  up  of  concentrated  wealth. 

In  1908  both  of  the  national  nominating  conventions  of  that  year  were  liberal. 
But  President  Theodore  Roosevelt's  candidate  for  President  in  the  Republican 
National  Convention  who  was  elected  turned  out  to  be  reactionist:  Secretary  of 
War  Taft  of  the  Roosevelt  Government. 

Then  at  the  next  election,  in  1910,  former  President  Roosevelt  came  out  against 
the  policies  of  President  Taft,  thus  becoming  a  balance  of  power  for  a  liberal  House 
of  Representatives,  which  made  good,  and  as  the  next  campaign  approached,  in 
1912,  the  only  real  issue  was.  Which  of  the  liberal  leaders  shall  become  President? 
The  award  went  to  Gov.  Woodrow  Wilson,  of  New  Jersey,  an  expert  in  economics 
and  government.  The  election  was  another  peaceful  revolution  at  the  polls. 
This  is  told  in  President  Wilson's  inaugural  address  and  in  the  ending  of  the 
worst  of  the  privileges  up  to  the  time  of  the  outbreak  of  the  World  War. 

That  is,  in  IS  months  there  was  ended  the  trust  era,  including  the  ending  of 
the  Bankers'  Trust  in  Wall  Street.  It  was  the  setting  up  of  the  Federal  Reserve 
System  and  of  the  Federal  Trade  Commission,  the  enactment  of  the  second  anti- 
trust statute,  and  revision  downward  of  the  tariff  on  imports. 
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Then  after  6  years  of  tliis  Wilson  liberal  Government  there  came  reaction  at  the 
polls  in  the  1918  congressional  election,  a  counterrevolution.  Both  Houses  of 
Congress  were  returned  to  the  old  guard  of  the  special  interests;  and  it  was  con- 
tinued in  the  next  election,  1920.  On  March  4,  1920,  a  liberal  cartoonist  pictured 
the  s})ecial  interests  backing  up  to  the  National  Capitol  a  moving  van  to  take 
control.    And  that  was  done. 

So  openly  did  the  special  interests  rob  the  country  that  after  the  sudden  death 
of  President  Harding  three  of  his  Cabinet  members  were  driven  from  office  b}^ 
investigations  by  the  liberal  Senate. 

However,  for  12  years  the  reactionist  Republican  Government  was  continued 
at  the  polls.  And  now  for  2  years  there  has  been  in  office  a  Democratic  Govern- 
ment, and  it  is  about  to  enact  security  legislation,  a  leading  issue  being:  From 
whence  shall  come  the  necessary  fvnuis  by  taxation? 

I  am  herein  proposing  that  these  funds  for  social  security  shall  come  from  two 
main  sources:  From  a  much  higher  income  tax  on  concentrated  wealth  and  from 
funds  by  a  tax  on  land  values — the  rental  value  omitting  improvements,  fertility, 
and  standing  timber,  but  at  the  start  to  touch  only  the  rich,  who  will  not  be 
inconvenienced. 

Thus  the  two  main  sources  of  taxation  for  the  start  are  outlined,  but  during  the 
coming  generation  there  will  surely  be  taken  over  by  the  people,  the  voters,  the 
entire  unearned  increment,  the  bare  value  of  the  land,  the  location.  This  is  to 
be  taken  by  the  ones  whose  presence  creates  the  value,  and  in  doing  so  it  will 
raise  the  standard  of  living. 

At  the  start  of  this  social  security  legislation  at  this  session  of  Congress  the 
viewpoint  should  be  to  best  promote  the  general  welfare  by  supplying  funds  for 
the  maintenance  of  the  unemployed,  and  for  the  support  of  such  as  are  in  declin- 
ing years,  and  as  are  defective;  also  the  fatherless  children,  and  later  the  support 
of  all  children.  After  we  are  out  of  this  depression  there  is  not  likely  to  be  any 
considerable  unemployment  because  of  liberal  government. 

The  liberal  program.— The  technical  name  for  this  plan  of  taxation  is  the  pro- 
gram for  liberty,  equal  rights,  before  the  law,  the  liberal  program.  This  is  in 
contrast  with  the  conservative  program,  in  less  polite  language,  the  reactionist 
program,  of  the  ruling  few. 

This  liberal  program  as  to  taxation  is  that  the  land  values  created  by  the 
presence  of  the  people  should  go  to  them,  but  the  legal  title  to  the  land  con- 
tinue as  private  property  as  at  present. 

The  reactionist  program  of  the  at-present  ruling  few — the  ones  who  each  2 
years  invest  in  the  millions  of  dollars  of  campaign  funds — is  that  the  funds  for 
the  proposed  social  security  shall  come  from  a  tax  levied  on  all  of  the  consumers, 
with  the  monopoly  of  land  values  to  continue  to  the  ruling  few,  along  with  the 
retention  of  the  other  special  privileges,  including  the  privilege  of  supplying  most 
of  the  campaign  funds. 

An  added  argument. — An  added  argument  for  the  proposed  tax  on  concentrated 
wealth  is  that  the  considerable  ending  of  concentrated  wealth  is  necessary  for  the 
ending  of  the  unemployment.  That  is,  in  order  that  full-time  eniplo3'ment  shall 
again  proceed  the  product  must  be  consumed,  whereas  the  excessively  rich  pile 
up  most  of  their  income  by  offering  to  reinvest  it.  Each  thoughtful  citizen  can 
see  the  point. 

The  remedy. — The  remedy  for  the  existing  great  depression,  a  depression  the 
continuance  of  which  is  frightening  everyone,  is  the  liberal  program,  for  the 
restoration  of  libert}',  as  I  have  said.  Deflation  is  the  main  cause  of  the  depres- 
sion. 

Our  country's  history. — I  have  outlined  our  country's  history  as  to  liberal  and 
reactionist  government  and  briefly  mention  the  principal  books  on  the  subject. 

In  1855  was  published  Thirty  Years  View,  describing  at  that  time  the  rule  of 
the  few,  and  something  as  to  how  in  1844  the  people  lost  their  political  liberty. 
The  author  is  former  Senator  Benton. 

In  1888  was  issued  the  two-volume  work,  The  Ameri'can  Commonwealth,  by 
James  Bryce,  a  liberal  member  of  the  British  Parliament,  aided  secretly  by 
various  of  our  patriotic  citizens. 

In  1913  was  published  The  New  Freedom,  an  epitome  of  President  Woodrow 
Wilson's  campaign  speeches,  and  in  18  montlis  the  outcome  of  the  Wilson  liberal 
government  was  the  ending  of  the  trust  era,  as  I  have  outlined. 

Thus  in  the  standard  books  is  proved  the  rule  of  the  few  at  times  in  our  Repub- 
lic. The  outcome  during  the  four  generations  just  passed  has  l)een  the  excessive 
concentration  of  wealth,  as  I  have  described.  Now  our  Nation  is  .searching  for 
funds  to  uav  for  social  securitv.  a  next  sten  in  our  social  development,  and  I 
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have  pointed  to  sources  which  if  tapped,  will  vastly  benefit  the  Nation — will  con- 
siderably raise  the  standard  of  living. 

I  now  mention  the  2-volume  work  published  in  1835  wherein  is  set  forth  the 
remarkable  equality  of  opportunity  at  that  time  in  our  Republic:  Democracy  in 
America,  by  Alexis  De  Tocqueville,  of  France. 

Our  country  at  this  session  of  Congress  in  deciding  the  policy  for  financing 
social  security  should  read  as  follows  by  Dr.  John  Dewey,  professor  of  philosophy 
at  Columbia  University:  In  the  600-page  volume.  The  Philosophy  of  Henry 
George,  by  Dr.  George  Geiger,  associate  professor  of  philosophy.  University  of 
North  Dakota,  the  noted  John  Dewey  in  the  foreword,  says, 

"Dr.  Geiger  has  given  us  a  book  which  meets  contemporary  demand  for  an 
adequate  interpretation  of  the  thought  and  activity  of  Henry  George  regarded 
as  a  vital  whole.  It  will  enable  the  reader  to  obtain  a  clear  and  comprehensive 
view  of  one  of  the  world's  greatest  social  philosophers,  certainly  the  greatest 
this  country  has  produced." 

The  date  of  that  book  is  2  years  ago.  It  emphasizes  that  In  no  sense  was 
Henry  George  a  land  naftonalist.  His  plan  is  a  plan  of  taxation  by  leaving  the 
legal  title  in  private  owners  as  at  present  but  that  society,  which  by  its  presence 
creates  land  value,  shall  take  to  itself  that  value  (p.  130).  At  the  same  time 
to  do  justice  to  the  investors  in  land;  that  is  to  apply  a  progressive  policy  of  land- 
value  taxation,  namely,  to  apply  gradually  the  idea  of  land-value  taxation,  so  as 
to  prevent  injustice  to  land  owners.  (Louis  F.  Post,  in  The  Prophet  of  San 
Franciscon,  261.) 

An  inappropriate  name  is  the  "Single  Tax",  for  other  forms  of  taxation  are 
necessary,  plus  the  fact  that  at  the  start  only  the  thin  end  of  the  system  is  to 
be  applied. 

In  conclusion. — In  conclusion  I  summarize  the  foregoing  as  a  whole  by  the 
following  draft  of  a  proposed  joint  resolution  for  Congress: 

"Whereas  government  is  of  three  main  types — liberal  government,  conserva- 
tive government  (also  described  as  reactionist  government),  and  radical  reac- 
tionist government;  and 

"Whereas  liberal  government  aims  at  the  voters'  liberty,  the  liberty  of  each 
limited  by  the  like  liberties  of  all,  while  conservative  government  is  governm.ent 
by  the  few,  aiming  at  special  privileges  for  themselves;  and 

"Whereas  our  Congress  is  searching  for  benefit  funds,  for  the  payment  of 
security  to  our  citizens  against  economic  hazards,  and  has  the  choice  of  two 
main  systems,  the  levying  of  the  tax  in  such  manner  as  to  cause  the  payments  to 
come  from  the  consumers,  or  to  cause  the  payments  to  come  from  the  holders  of 
the  existing  special  privileges:   Therefore  be  it 

"Resolved  by  the  House  of  Representatives  of  the  United  States  (the  Senate  concur- 
ring), That  for  a  more  equitable  distribution  of  products  in  private  enterprise 
and  a  more  continuous  employment  of  the  work  people,  there  shall  be  ended  by 
progressive  taxation  of  incomes  and  progressive  taxation  of  land  values,  the 
excessive  concentration  of  wealth,  a  concentration  the  outcome  of  four  genera- 
tions of  the  rule  of  the  few,  by  means  of  machine-rule  party  government  except 
1861-65  and  1913-18.  The  year  1844  is  the  date  of  the  people's  loss  of  liberty 
nationally;  and  further 

"Resolved,  That  the  funds  for  economic  security  for  the  people  of  the  Nation 
and  of  the  States  should  come  wholly  from  the  levying  of  taxes  by  Congress  on 
the  special  privileges  (1)  of  concentrated  wealth  and  (2)  of  land  values  based  on 
location,  omitting  improvements,  fertility,  and  standing  timber,  but  not  to 
touch  incomes  of  less  than  $10,000." 


Statement  Submitted  by  the  United  States  Enginebks,  Inc.,  New  York 

City 

Hon.  Pat  Harrison,  Chairman  Senate  Finance  Committee: 

Herewith  for  insertion  in  record  in  hearing  on  economic  security  bill,  two 
communications  among  many  that  have  been  submitted  to  the  President  with  a 
vital  bearing  on  this  bill  and  other  legislation  being  considered. 

A  single  sentence  in  letter  to  the  President,  of  May  17,  should  be  carefully  con- 
sidered by  this  Congress:  "There  is  nothing  too  big  to  do  that  we  can  do,  and 
if  we  can  make  it  pay  to  do  we  must  finally  do  it  or  sink  into  oblivion." 

U.  S.  Engineers,  Inc., 
By  W.  Edward  Newhut, 
Prof.  Engineer,  New  York  State  Representative  Agent. 

Address:   General  Delivery,  New  York  City. 
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THE  SEVENTY-FIFTH  PARTY 
The  Progress  Party 

Slogan. — War  against  Nature,  to  conquer  her,  control  her,  and  transform  her 
into  a  willing  mistress  in  the  service  of  mankind. 

To  draft  all  the  forces  of  society  available  in  men,  machinery,  and  management 
in  a  common  purpose,  in  a  perpetual  campaign,  never  ceasing  until  the  earth  has 
been  transformed  and  "Thy  kingdom  come,  Thy  will  be  done,  on  earth  as  it  is 
in  Heaven." 

Statement  of  -purpose. — The  time  has  arrived  to  promulgate  a  new  declaration  of 
independence  in  these  United  States  of  America. 

"  We  hold  these  truths  to  be  self-evident,  that  all  men  are  created  free  and  equal 
and  endowed  with  certain  inalienable  rights,  among  which  are  life,  liberty,  and 
pursuit  of  happiness,  and  for  the  securing  of  these  governments  are  instituted 
among  men  deriving  their  just  powers  from  the  consent  of  the  governed." 

Pioneering  on  this  continent  from  the  Atlantic  to  the  Pacific,  seizing,  occupying, 
and  holding  the  choice  areas  of  North  America,  we  have  had  an  opportunity, 
growing  from  a  handful  of  settlers  to  over  122  millions,  to  push  forth  as  conditions 
in  more  settled  areas  became  intolerable  or  burdensome,  to  spread  oyer  unoccu- 
pied lands,  and — under  "rugged  individualism",  the  free  play  of  initiative  and 
enterprise,  the  grasping,  grabbing,  and  skimming  the  cream  from  unrivaled 
natural  resources — to  make  this  the  richest  and  fullest  developed  by  the  modern 
machine  process  of  any  part  of  the  earth's  surface. 

In  doing  it  great  industries  have  been  built  up,  unrivaled  systems  of  transporta- 
tion and  communication  created,  and  the  capacity  to  produce  beyond  the  bounds 
of  the  supremest  wants  and  desires  of  us  all  are  awaiting  fulfillment.  And  now 
what  is  the  next  step? 

"New  occasions  teach  new  duties, 

Time  makes  ancient  Truth  uncouth. 
They  must  up  and  ever  onward 

Who  would  keep  abreast  of  Truth." 

One  thing  primarily,  this  country  has  differed  from  others  in  our  unique  growth 
from  a  primitive  wilderness,  has  been  a  two-party  system,  which,  by  and  large, 
with  all  its  faults,  has  enabled  us  to  make  definite  decisions  politically.  With 
the  limitations,  all  of  us  endowed  with  "one-track  minds",  this  process  in  politics 
has  enable  few  and  only  momentous  decisions  to  be  arrived  at,  following  the  great 
changes  in  the  field  of  "free  competition"  to  establish  the  political  change  after 
the  fact  in  the  economic  realm. 

Though  this  rough-and-ready  process  plunged  this  country  into  the  greatest 
civil  war  of  modern  times,  we  as  a  Nation  have  passed  through  the  fiery  furnace 
of  trial  and  tribulation  and  emerged  with  ever  greater  strength  and  unity  in  the 
play  of  social  forces  toward  a  common  end. 

Withal  we  are  a  people  of  the  intensest  sentiments — the  play  of  patriotism,  the 
intense  devotion  to  and  veneration  of  the  founders  of  the  RepubUc.  Among 
these  minor  sentiments  some  look  upon  their  membership  in  the  Democratic 
Party,  of  Jefferson  and  Jackson,  Cleveland  and  Wilson,  as  something  to  be  proud 
of;  while  others,  adhering  to  the  Republican  Party,  of  Lincoln  and  Grant,  McKin- 
ley  and  Theodore  Roosevelt,  equally  feel  proud  of  that  membership.  Recent 
terms  of  Congress  have  shown  more  and  more  disposition  by  Members  and 
Presidents  to  find  common  ground,  with  less  resort  to  merely  partisan  bias. 

Hence  the  Progress  Party  calls  upon  all  citizens,  without  regard  to  previous 
party  affiliations,  as  well  as  the  great  mass  of  independent  voters,  who  in  recent 
years  have  determined  election  results  by  unprecedented  landslides  in  an  effort 
to  find  some  course  to  follow  politically,  leading  to  the  "new  deal"  that  promised 
to  get  us  somewhere. 

Pursuant  to  this  purpose,  we  herewith  present  the  foUowmg  platform  of  the 
Progress  Party: 

PLANK   I 

New  declaration  of  independence. — No  life,  liberty,  and  the  pursuit  of  happiness 
is  any  more  possible  to  all  of  United  States  without  an  assured  certain  income  for 
every  citizen  arriving  at  majority  and  extending  throughout  life.  Therefore  the 
United  States  establishes  a  universal  yearly  salary  in  six  categories,  begmning  at 
$1,500  yearly  minimum,  first  category,  common  labor. 
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Second  category,  $3,000  yearly,  foremen  and  skilled  labor,  one-tenth  in  num- 
ber of  first  category. 

Third  category,  $6,000  yearly,  superintendents,  etc.,  one-tenth  of  second 
category. 

Fourth  category,  $12,000  yearly,  managers,  scientists,  etc.,  one-tenth  of  third 
category. 

Fifth  category,  $25,000  yearly,  such  as  directors  and  heads  of  well-managed 
industries,  transportation,  communications,  Members  of  Congress,  judges.  Gov- 
ernors, heads  of  large  cities,  labor  leaders,  foremost  professional  men,  etc.,  one- 
tenth  of  fourth  category. 

Sixth  category,  $50,000  yearly,  one-tenth  of  fifth  category,  less  than  1,000  in 
the  United  States  who  can  spell  "ablest";  designation  not  necessary. 

Multimillionaires  over  $50,000  yearly  income  outside  of  categories,  including 
President  of  the  United  States. 

PLANK    II 

With  the  unlimited  capacity  of  the  modern  machinery  of  production  every 
citizen  in  the  six  categories  shall  receive  a  yearly  increment  in  sa,iary  raise  of  6 
percent  and  a  bonus  doubling  the  salary  at  the  end  of  each  consecutive  10  years. 
All  citizens  of  whatever  occupation  unable  to  make  a  minimum  income  of  $1,500 
yearly  put  in  Government  employment  on  public  works. 

PLANK  in 

All  persons,  partnerships,  and  corporations  managed  so  as  to  be  able  to  pay 
minimum  salaries  in  the  different  categories  to  employees,  with  increments  from 
year  to  year,  to  continue  in  free  and  fair  competition  with  no  restrictions  as  to 
any  improvements  and/or  consolidations  for  more  efficient  and  better  service. 

PLANK    IV 

All  minors  placed  in  universal  service  for  3  years,  18  at  $600  a  year,  19  at  $900 
a  year,  20  at  $1,200  a  year.  Service  may  be  in  private  and/or  public  employment 
to  secure  the  best  training  and  experience.  At  21  minimum  of  $1,500  or  higher 
if  they  have  qualified  therefor. 

PLANK    v 

Poll  tax,  $150  a  year  on  all  citizens  over  21.  Unchanged  for  10  years  while 
increments  are  increasing  salaries.  Raised  to  $300  a  year  on  increase  to  $3,000 
a  year  minimum  at  the  beginning  of  second  10  years.  Or  a  poll  tax  on  all  citizens 
equivalent  to  10  percent  on  each  doubling  of  minimum  salary. 

Income  tax  of  10  percent  on  all  incomes  in  categories  2  to  6,  inclusive,  varying 
every  year  according  to  increasing  salaries.  Income  tax  of  20  percent  on  all 
incomes  over  $50,000. 

Tax-exempt  bonds  done  away  with;  levy  of  one-half  of  1  percent  on  all  bonds 
in  whatever  amount  held  by  anyone.  General  sales  tax  of  2  percent.  Internal 
revenue  and  tariffs  on  same  general  basis  as  previously  laid. 

PLANK  VI 

To  establish  an  equitable,  well-balanced  growth  and  development  of  the 
whole  of  the  United  States,  eliminating  all  unnecessary  duplications  and  expense, 
giving  the  best  results  to  all  in  every  part  of  the  United  States,  all  State,  munici- 
pal, and  local  taxes  are  abolished  and  the  sums  needed  to  carry  on  all  State, 
municipal,  and  local  activities  apportioned  out  of  the  income  of  the  United  States 
so  as  to  give  to  every  part  of  the  country  the  very  best  results  for  the  benefit  of 
each  of  United  States  separately  and  all  of  United  States  jointly. 

PLANK    VII 

Capital  investment  by  United  States  in  largest  projects  at  lowest  unit  costs — 
dams  for  "white  coal,"  potable  water,  irrigation,  and  fisheries.  Ditches  for  canal- 
izing and  lake  connections.  Drains  to  transform  swamps  into  finest  garden  and 
farming  areas,  rented  to  ablest  farmers  and  gardeners  at  rents  beyond  competi- 
tion. Terracing  of  mountains,  irrigation  of  arid  lands.  Forestation  of  all  lands 
not  otherwise  better  used  on  largest  scale  by  United  States  at  lowest  unit  cost. 
United  States  owning  and  renting  to  users. 
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United  States  capital  investment  at  greatest  speed  consistent  with  good  work- 
mansliip  in  heat- and  cold-proof,  fire-  and  flood-proof,  tornado,  hurricane  and  earth- 
quake-proof structures,  the  best  built  on  the  largest  scale  at  the  lowest  unit  cost, 
rented  for  residence,  business,  industries,  warehouses,  and  other  purposes.  United 
States  the  landlord. 

PLANK    VIII 

United  States  progressively  reinvesting  obsolescence,  salvaging  and  transform- 
ing United  States  industry  and  methods  of  production  by  issuing  3-percent  United 
States  bonds  with  2-percent  amortization,  giving  ownership  in  fee  simple  by  United 
States  in  50  years. 

United  States  loans  to  private  enterprises,  farmers,  industries,  transportation, 
communications,  mining,  etc.,  of  demonstrated  merit  at  5  percent  on  a  20-year 
basis,  renewals  where  success  renders  them  desirable.     United  States  landlord. 

PLANK    IX 

Universal  6-hour  day,  5-day  week  established  in  all  Government  and  private 
works  for  all  employees.  Four  daily  shifts  of  6  hours  and  a  stagger  system 
wherever  more  efficiency  at  less  cost  is  obtained  by  use  of  automatic  machinery, 
processes  and/or  continuous  operation. 

PLANK    X 

Until  complete  world  disarmament  the  maintenance  of  Army,  Navy,  and 
air  forces  for  defense  superior  to  that  of  any  other  world  power. 

PLANK    XI 

All  citizens  of  the  United  States  to  be  registered  with  individual  yearly  identi- 
fication papers  supplied.  All  aliens  in  the  United  States  shall  have  10  years  to 
complete  naturalization  from  their  date  of  entry.  On  failure  to  do  so  at' the  end 
of  10  years  to  be  returned  to  the  country  of  origin.  Whenever  the  construction 
projects  in  the  United  States  exceed  the  amount  of  labor  available,  alien  laborers 
under  their  foremen  may  be  brought  in  to  serve  not  more  than  5  years  contin- 
uously at  a  salary  greater  than  the  country  of  origin  but  less  than  in  effect  for 
United  States  workers.  Such  work  shall  be  confined  to  that  not  considered 
essential  from  its  character  for  the  defense  of  the  country  and  preferably  such 
as  would  give  the  aliens  the  best  training  in  those  special  public  works  their  own 
country  could  most  benefit  through  their  experience  on  their  return. 

PLANK    XII 

As  a  means  of  stabilizing  prices,  more  necessary  safeguarding  unforeseen 
demands  in  time  of  peace  as  well  as  urgent  necessity  in  time  of  war,  all  metals  and 
materials  that  can  be  stored  without  deterioration  indefinitely  shall  be  acquired 
from  mines  or  other  producers  by  United  States  and  stored  in  safest  structures, 
location  concealed,  in  at  least  10  years'  supply  as  of  current  use.  "A  store  is  no 
sore." 

PLANK  XIII.    EDUCATION 

Establishment  of  a  universal  system  of  education  in  which  every  child  from  its 
earliest  years  shall  have  Boy  Scout  and  Girl  Camp  Fire  training  in  camps  estab- 
lished all  over  the  United  States  and  possessions  so  every  child  shall  have  contact 
and  experience  growing  up  in  every  part  of  the  United  States. 

All  scoutmasters  and  Girl  Camp  Fire  matrons  to  be  drawn  from  the  citizens 
at  retirement  age  of  65  from  such  as  indicate  special  fitness  and  love  of  this  work 
and  best  liked  and  appreciated  by  the  children.  The  teaching  and  adminis- 
trative staff  in  all  phases  of  education  up  to  universal  service  at  18  also  drawn 
from  the  ablest  leaders  of  society  at  retirement  age  whose  outstanding  accom- 
plishments render  their  advice  and  counsel  invaluable.  The  independent  incomes 
of  all  citizens  at  retirement  giving  no  incentive  to  take  up  the  work  except  interest 
and  ability.  The  aim  shall  be  to  secure  in  the  greatest  measure  self-made  men  and 
women  with  economic  self-reliance  and  self-support  in  the  process  of  education. 

A  department  of  education  with  a  secretary  of  education,  a  new  Cabinet  officer, 
to  be  the  head  under  the  President. 
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PLANK  XIV 

The  United  States  shall  have  the  sole  power  to  coin  money  and  regulate  the 
value  thereof. 

The  assumption  of  some  of  these  functions  through  private  credit  proving  its 
incapacity  to  produce  the  best  results,  the  United  States  extends  the  Postal 
Savings  banks  to  merge  all  mutual  savings,  commercial,  investment,  and  private 
banking,  life  and  fire  insurance,  brokerage  and  stock  exchanges,  mutual  loan  and 
mutual  building  associations  into  the  great  United  States  house  of  finance.  Every 
officer  and  employee  of  the  present  organizations  merged,  apportioned  their  par- 
ticular work  in  the  institution  according  to  their  demonstrated  functions  and 
abilities. 

PLANK  XV 

Foreign  commerce  controlled  directly  by  the  United  States  based  on  the  prin- 
ciple of  exchange  of  ail  commodities  to  the  fullest  degree  for  the  mutual  benefit 
of  the  United  States  and  the  country  exchanged  with.  The  process  of  foreign 
exchange  to  be  a  function  of  the  United  States  house  of  finance  so  a  fair  deal  for 
all  may  be  secured,  as  the  program  now  with  gold  and  silver  gives  indication  of 
success. 

PLANK  XVI 

Amendment  to  United  States  constitution  for  initiative,  referendxim,  imperative 
mandate,  recall,  and  direct  election  of  President  and  Vice  President  by  popular 
vote. 

PLANK  XVII 

Criminals  with  anti-social,  atavistic  complexes  justifying  life  imprisonment  to 
be  confined  in  remote  island  institutions  under  charge  of  the  United  States;  one 
in  the  Pacific  Island  of  Guam  and  one  in  the  Atlantic  on  the  most  inaccessible 
of  the  Virgin  Islands.  While  safeguarding  society  by  such  inaccessible  segrega- 
tion, scientific  research  to  be  made  of  them  to  extend  the  knowledge  of  psychology 
and  discover  the  best  methods  of  control  and  prevention. 

PLANK  XVIII 

To  provide  data  for  the  exhaustive  planning,  estimate  and  comparison  of  every 
project  on  the  land  surface  of  the  United  States  and  a  necessary  preliminary  to 
an  extensive  series  of  test  drillings  2  miles  or  more  in  depth  in  at  least  10-mile 
squares  all  over  the  United  States  to  get  comprehensive  accurate  data  of  the 
geological  resources  of  the  country,  the  completion  of  the  topographic  surveys 
and  topographic  contour  maps  of  the  United  States  in  their  entirety  shall  be 
placed  first  on  the  calendar  as  the  most  urgent  task  to  complete  with  the  greatest 
speed  consistent  with  accuracy. 

PLANK  XIX 

Extension  of  research  and  laboratory  functions  of  United  States  departments, 
Bureau  of  Standards,  and  other.  All  previous  inventions  to  be  culled  over  for 
overlooked  inventions  worthwhile,  and  all  new  inventions  and  discoveries  to 
come  to  these  agencies  for  careful  test  and  comparison.  The  United  States  sitting 
in  and  participating  in  returns  from  all  patents  and  discoveries  granted  by  the 
Patent  Office  up  to  5  percent  of  actual  profits  therein. 

PLANK  XX 

Great  American  Competition. — Two  billion  dollars  in  prizes.  Every  person 
able  to  read  and  write  over  13  years  of  age,  eligible  and  required  to  compete. 
Everyone  to  receive  at  least  $10  to  $5,000,000,  the  grand  prize.  Data  from  which 
great  American  plan  is  derived  to  run  the  United  States  for  next  40  years.  Plans 
submitted  by  secret  Australian  ballot  system.  Names  kept  in  United  States 
secret  archives. 

Thereafter  system  of  yearly  awards  established  for  suggestions  of  improvements 
and  changes  that  may  be  adopted  making  an  elastic  plan  capable  of  healthy 
growth. 

PLANK  XXI 

Building  of  great  air  rafts  to  remain  in  and  travel  exclusively  in  the  strato- 
sphere with  suitable  floating  stratostations  near  the  great  centers  of  population 
in  the  United  States.     Their  extension  for  a  world  system  of  transportation  as 
fast  as  helium  can  be  obtained  from  the  United  States  and/or  elsewhere. 
109780 — 35— PT  11 16 
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The  heavier-than-air  craft  with  air-tight  cabins  forming  loading  and  unloading 
elevator  service.  These  air  transport  facilities  shall  be  kept  under  the  sole 
ownership  and  control  of  the  United  States. 

U.  S.  Engineers,  Inc. 

May  17,  1934. 
Hon.  Franklin  D.  Roosevelt, 

White  House,  Washingtoii,  D.  C. 

Dear  Mr.  President:  Herewith  copy  of  Senator  Norris'  Senate  Resolution 
No.  164  with  21  suggested  points  to  plan  giving  some  of  the  implifications  and 
■extent  a  faithful  attempt  to  carry  it  out  would  lead  us  to. 

Its  passage  by  the  Senate  and  the  little  work  you  have  done  on  it  since  is  the 
one  greatest  event  since  you  took  office.  What,  after  all,  are  the  others  but  parts 
of  "the  experiment"  that  demonstrate  most  completely  that  they  are  "incompe- 
tent, irrelevant,  and  immaterial",  while  resolution  no.  164  is  the  start  to  take  us 
into  a  new  world  not  through  a  rejection  of  capitalism  but  through  supercapitalism 
to  the  nth  power,  completing  its  destined  task  in  this  land  chosen  by  manifest 
destiny  for  its  highest  fruition. 

We  cannot  after  these  15  months  much  longer  persist  in  "progress  within  the 
framework  of  the  existing  system  of  private  enterprise  and  private  profits",  but 
rather  under  Senate  Resolution  164  the  path  is  made  plain  under  supercapitalism 
to  advance  "a  law  of  necessity  in  capitalism  that  obliges  it  to  employ  its  profits 
toward  the  future,  so  there  is  a  law  of  power  that  forbids  those  who  possess  it  to 
rest  upon  it;  for  if  they  do  they  will  lose  it;  and  then  a  law  of  life  that  compels 
strong  and  virile  nations  to  go  competing  for  power.  The  one  most  resolute  to  go 
on  with  the  method  we  talk  so  lightly  of  giving  up,  would,  if  we  did  give  it  up,  very 
soon  pass  us  and  take  that  command  of  the  world  which  belongs  to  one  people  at 
a  time. 

Simply  perhaps  in  anticlimax  it  must  be  said  in  conclusion,  "There  is  nothing 
too  big  to  do  that  we  can  do,  and  if  we  can  make  it  pay  to  do  we  must  finally  do 
it  or  sink  into  oblivion." 

None  of  the  21  suggestions  A  to  U  appended  to  resolution  164  are  too  big  to 
do — thay  all  can  be  made  to  pay  to  do.     If  there  are  any  bigger  and  better  than 
them  they  will  simply  displace  them.     Grim  necessity  will  force  us  to  adopt  them. 
Yours  respectfully, 

W.  Edward  Newbert, 
Professor  Engineer,  New  York  State. 

General  delivery — Washington,  D.  C,  and  New  York  City. 

[S.  Res.  164,  73d  Cong.  2d  sess.] 

Resolved,  That  the  President  be,  and  he  is  hereby,  requested  to  send  to  the 
Senate  a  comprehensive  plan  for  the  improvement  and  development  of  the  rivers 
of  the  United  States,  with  a  view  of  giving  to  Congress  information  for  its  guid- 
ance in  legislation  which  will  provide  for  the  maximum  amount  of  flood  control, 
navigation,  irrigation,  and  development  of  hydroelectric  power. 

Senator  Norris,  change  "control"  to  "prevention." 


We  will  make  a  plan  conforming  to  S.  Res.  164  for  the  next  50  years. 
We  will  set  all  labor  to  work  at  continuously  increasing  salaries. 
Capital  reinvested  in  soundest  securities  in  Uncle  Sam's  projects. 
We  dam,  ditch,  and  drain. 

Universal    terraced   lakes,  stocked    with   fish,   hydroelectric    power,  terraced 
mountains,  forestation,  irrigation,  new  soil  supreme. 
Safest  structures  sheltering  all  of  United  States. 
All  under  giants  of  modern  progress.     Let's  go. 

B 

Let  the  Rushmore  contest  inscribe  in  imperishable  stone  the  best  memorial  of 
the  American  people  for  the  significant  events  and  expansion  of  their  country  to 
1934. 

Closing  up  the  epic  of  the  past,  let  the  United  States  open  a  greater  volume. 

Our  ancestors  did  themselves  j)roud  in  a  Lilliputian  world — a  world  of  midgets. 

Now  let  us  haHten  into  the  land  of  giants  ahead.  Uncle  Sam,  the  sleeping 
cri.qDt.  nwnkos. 
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Maximum,  the  limit,  i.  e.,  a  great  seaway  across  Florida,  the  Mississippi  River 
from  St.  Louis  to  the  Gulf,  like  the  Riker  project,  each  finally  3  miles  wide  and 
over  300  feet  deep. 

Alluvium  from  the  Mississippi  River  mixed  with  pulverized  phosphate  of  lime 
from  the  Florida  seaway,  making  the  new  soil  of  incredible  fertility,  distributed 
and  leased  at  lowest  cost  around  every  city  and  on  mountain  terraces,  defrays 
the  entire  cost.     Let's  start. 

D 

A  great  task  needing  all  the  forces  of  men,  machinery,  and  management  for  the 
next  50  years. 

Merge  Democrats,  Republicans,  Farmer-Laborites,  and  the  great  masses  of 
independents  on  the  platform  of  the  new  progress  party  through  which  capital, 
labor,  agriculture,  transportation,  and  communication,  including  radio  and 
movies,  are  concentrated  and  cooperating  unitedly  on  this  project  of  the  great 
giant,  Uncle  Sam. 

E 

From  150,000  to  200,000  dams  required  in  the  United  States,  converting  all 
streams  into  lakes  from  a  few  acres  in  extent  to  the  greatest. 

The  smaller  dams  to  be  built  by  Boy  and  Girl  Scouts  for  scout  camps;  larger 
ones  by  local  groups  for  private  use  and  public  parks. 

The  largest  dams  to  be  constructed  by  the  United  States  in  a  great  system  of 
terraced  lakes  in  the  several  States,  connecting  with  lakes  in  Canada  and  Mexico, 
and  extending  from  Central  America  to  Alaska. 

F 

Dams  from  50  to  1,000  feet  in  height,  of  the  Ambursen  water-tight  apron  type 
with  lake  side  on  2  to  1  slope,  roadway  on  top,  downstream  face  vertical,  and 
metal  trussing  in  box  construction  making  a  hollow  structure  to  be  utilized  for 
factories,  stores,  warehouses,  etc.  Same  also  to  be  used  for  dam  fine  apartments. 
Thus  cost  of  dams  can  be  largely  charged  to  rentals  by  United  States. 

G 

"Maximum  amount  of  *  *  *  development  of  hydroelectric  power." 
requires  greatest  terraced  lakes  the  land  topography  permits  and  puts  great  num- 
ber of  cities  and  towns  under  water,  as  well  as  low  parts  of  some  large  cities. 

Combination  of  "Ambursen"  hollow  dams  and  hollow  mountain  terraces  trans- 
fers people  to  new  structures  where  best  air  conditioning  and  finest  living  facilities 
may  be  built  on  the  largest  scale  at  the  lowest  rentals  by  the  United  States. 

H 

.  The  program  of  putting  people  in  new  structures,  determined  by  great  terraced 
lakes,  from  their  greater  desirability,  renders  all  other  present  structures  obso- 
lescent. Reconstruction  for  all  other  cities,  towns,  villages,  and  other  individual 
residences  becomes  essential.  On  the  largest  scale,  the  best  at  the  lowest  unit 
cost  is  obtained,  rented  by  United  States  at  the  lowest  rates,  finally  making 
United  States  the  only  landlord. 

I 

Great  terraced  lakes  at  their  maximum  puts  large  part  of  railroad  and  highway 
mileage  under  water. 

The  plan  to  follow  in  this  emergency  is  to  develop  a  helium  transport  service 
in  the  stratosphere  with  heavier-than-air  express  in  cooperation,  doing  away  with 
railroad  and  ocean  shipping  by  the  better,  faster,  safer  transportation  in  the  air. 

The  United  States'  monopoly  of  helium  makes  the  United  States  master  of  the 
air. 

J 

Primitive  civilizations  terraced  the  Andes  by  low,  rubble  walls  with  trickling 
mountain  streams  for  irrigation. 

Great  terraced  lakes  created  by  United  States,  giant  of  the  machine  age,  finally 
completes  terraces  of  America  to  highest  peaks,  covered  with  richest  soil.  Ter- 
races from  25  feet  to  heights  rivaling  skyscrapers,  and  hollow  for  terraced  cities 
accommodating  untold  billions.     A  task  lasting  for  centuries. 
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K 

The  great  terraced  lakes,  interconnected  on  same  levels,  make  necessary  the 
L.  W.  C's,  universal  land  and  water  carriers  from  familv  sizes  for  pleasure  to 
gigantic  freight  transports  exceeding  2,000,000  tons  gross,  carrving  vast  tonnages 
on  land  or  water  at  low  speed,  like  tramp  steamers,  and  at  nom'inal  rates,  uniform 
for  all  distances  like  postage.  Plans  ready  when  needed,  starting  as  rich  soil 
carriers. 

L 

Requiring  intensive  prosecution  for  50  years  of  the  entire  man  power,  machin- 
ery, and  management  of  the  United  States;  a  universal  pay  roll  of  all  from  21  to 
death  is  established  starting  at  a  minimum  yearly  salary  of  $1,500  in  six  cate- 
gories, to  $50,000.  All  the  complications  of  life  insurance,  pensions,  etc.  are  elim- 
inated by  the  United  States  taking  all  the  risks  for  all  citizens.  (See  plank  I, 
Progress  Party.) 

M 

With  the  unlimited  capacity  of  the  modern  machinery  of  production,  every 
citizen  in  the  six  categories  shall  receive  a  yearly  increment  in  salary  raise  of  6 
percent  and  a  bonus  doubling  the  salary  at  the  end  of  each  consecutive  10  years. 

All  citizens  of  whatever  occupation  unable  to  make  a  minimum  income  of  $1,500 
yearly,  to  be  put  in  Government  employment  on  public  works.  (See  plank  II, 
Progress  Party.) 

N 

This  resolution  requiring  fullest  freedom  to  compete  fairly  under  the  N.  R.  A.: 
"All  persons,  partnerships,  and  corporations  managed  so  as  to  be  able  to  pay 
"minimum  salaries  in  the  diflferent  categories  to  employees,  with  increments  from 
year  to  year,  to  continue  in  free  and  fair  competition  with  no  restrictions  to  any 
improvements  and/or  consolidations  for  more  efficient  and  better  service."  (See 
plank  III,  Progress  Party.) 

O 

Program  under  resolution  requiring  intensive  training  of  youth: 
"All  minors  placed  in  universal  service  for  3  years,  age  18  at  $600  a  year,  age  19 
at  $900  a  year,  and  age  20  at  $1,200  a  year.  Service  may  be  in  private  and/or 
public  employment  to  secure  the  best  training  and  experience.  At  age  21  the 
minimum  of  $1,500  a  year  or  higher  if  qualified  therefor."  (See  plank  IV,  Pro- 
gress Party.) 


"As  a  means  of  stabilizing  prices,  safeguarding  unforeseen  demands  in  time  of 
peace,  as  well  as  urgent  necessity  in  time  of  war,  all  metals  and  other  materials 
that  can  be  stored  indefinitely  without  deterioration,  shall  be  acquired  from  mines 
or  other  producers  by  the  United  States  and  stores  in  safest  structures,  location 
concealed,  in  at  least  10  years'  supply  as  of  current  use.  'A  store  is  no  sore.'" 
See  plank  XII,  Progress  Party.) 

Q 

An  emergency  existing  for  at  least  50  years,  with  all  the  resources  of  the  country 
concentrated  on  great  public  works  under  S.  Res.  164,  it  becomes  of  vital  necessity 
to  merge  all  institutions  of  finance  into  the  great  United  States  House  of  finance 
to  coordinate  and  cooperate  in  all  their  functions  to  the  one  common  end.  (See 
plan  XIV,  Progress  Party.) 

R 

Foreign  commerce  controlled  directly  by  the  United  States  based  on  the  prin- 
ciple of  the  exchange  of  all  commodities  to  the  fullest  degree  for  the  mutual 
benefit  of  the  United  States  and  the  countries  with  whom  such  exchanges  are 
made. 

The  process  of  foreign  exchange  to  be  a  function  of  the  United  States  house  of 
finance  so  that  a  fair  deal  for  all  may  be  secured,  just  as  the  program  now  with 
gold  and  silver  gives  indication  of  success.     (See  plan  XV,  Progress  Partv.) 
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Most  urgent  for  immediate  completion:  "To  provide  data  for  the  exhaustive 
planning,  estimate,  and  comparison  of  every  project  on  the  land  surface  of  the 
United  States — the  completion  of  the  topographic  surveys  and  topographic 
contour  maps  of  the  United  States,  in  their  entirety,  shall  be  placed  first  on  the 
calendar  as  the  most  urgent  task  to  complete  with  the  greatest  speed  consistent 
with  accuracy."     (See  plank  XVIII,  Progress  Party.) 


Of  vital  importance:  "Extension  of  research  and  laboratory  functions  of  the 
Bureau  of  Standards,  United  States  Departments,  and  others.  All  previous 
Patent  Office  filings  to  be  culled  over  for  overlooked  worthwhile  inventions;  and 
all  new  inventions  and  discoveries  to  come  before  these  agencies  for  careful  tests 
and  comparison.  The  United  States  sitting  in  and  participating  in  returns  from 
all  patents  and  discoveries  up  to  5  percent  of  actual  profits  therein."  (See  plank 
XIX,  Progress  Party.) 

U 

Analogy:  Capital  and  labor  chasing  each  other  around  in  a  circle  inside  a  high, 
tight,  sharp  pointed,  picket  board  fence,  each  trying  to  get  more  than  there  is 
from  a  common  trough. 

Senator  Norris'  resolution  knocks  a  wide  board  off  the  fence  so  we  can  crawl 
through  and  get  no  end  of  room  and  new  troughs  with  supply  ample  to  fill  them 
for  all. 

Let  capital  and  labor  crawl  through  their  fence  of  limitations,  spread  out,  and 
dig. 

U.  S.  Engineers,  Inc. 

Gentlemen  of  the  United  States  Senate  Finance  Committee:  I  have 
been  asked  to  give  some  idea  as  to  hov/  I  would  dispose  of  $200  in  a  month.  In 
the  first  place  I  am  80  years  of  age.  My  dear  wife  is  64.  I  have  been  struggUng 
along  for  the  last  30  years  building  up  my  home.  When  12  years  had  passed 
I  married  a  good  little  woman  with  five  children.  My  house  was  small,'  only 
two  rooms  to  it.  Wifey  being  very  frugal  she  handled  my  little  Army  pension 
veiy  well,  having  had  experience  in  business.  She  had  kept  a  store  at  Fifteenth 
and  P  Streets  NW.,  District  of  Columbia.  We  considered  we  would  have  to  have 
a  larger  house. 

I  never  drove  a  nail  in  my  life,  but  I  added  six  rooms  to  the  little  house  and 
wifey  disposed  of  what  farm  truck  we  raised,  and  with  the  chickens,  eggs,  etc.,  we 
did  very  well.  Together  we  planted  fruit  trees  and  learned  to  bud  and  graft 
fruit  trees,  and  it  seems  that  I  have  more  and  more  grafting  to  do  every  year. 
I  have  now  150  black  walnut  trees,  1-  and  2-year  olds  that  I  am  budding.  I 
have  an  orchard  of  150  fruit  trees  which  must  be  sprayed  at  least  six  times  a  year. 
I  have  done  it  but  I  carmot  prune  the  trees,  plow,  harrow,  and  seed  the  ground. 
Many  things  are  to  be  done  about  the  farm  of  12  acres  that  I  miist  have  1,  2, 
or  3  men.  To  do  tiiat  would  take  $180  right  there,  then  there  is  $20  for  us,  wifey 
and  I,  to  live  on. 

Then  wifey's  $200.  She  would  get  her  washing  and  ironing  done  and  ever  so 
many  convenient  things  needed.  Electricity  in  the  house,  bathroom,  running 
water;  improvement  in  the  lane  that  leads  to  and  around  the  house  and  to  the 
barn;  painting  the  roof  of  the  house  and  barn;  repairing  or  renovizing  the  barn 
and  stable;  building  a  garage  and  buying  an  auto;  hiring  a  chauffeur. 

As  for  m3'self  I  can  always  find  something  to  do  about  the  place.  Just  now  I 
need  an  iron  fence  all  around  the  12  acres. 

Wifey  and  I  would  not  have  to  worry  about  getting  rid  of  $400. 

Now  as  to  the  plan  of  Dr.  T.  E.  Townsend.  It  is  said  that  the  2-percent  sales 
tax  would  not  be  enough  to  finance  it.  The  President  has  the  authority  to 
increase  the  sales  tax  3  or  more  percent  to  meet  that  part  of  it.  How  about  a 
1-cent  raise  on  the  postage  stamp?  What  an  awful  load  the  tax  would  be  to 
meet  the  bill  on  $4,880,000,000. 

Now,  as  I  am  speaking  of  the  Townsend  plan  I  might  as  well  say  that  the 
so-called  "loan"  from  the  United  States  Treasury,  it  is  not  a  loan,  it  is  a  labor 
of  love — a  present  from  the  people,  by  the  people,  to  tlie  people.  Our  aged 
brothers  and  sisters,  our  buddies  in  the  battle  of  life,  the  struggle  for  existence, 
which  now  is  more  keen  than  ever,  and  tliis  remedy  that  we  would  apply  with 
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kindness,  sweetness,  affection,  consideration,  endearing  words,  and  sentiments. 
There  are  not  words  at  my  command  to  express  what  I  and  many  others  of 
our  brothers  and  sisters  would  repeat  again  and  again  to  and  for  them.  • 

President  Roosevelt  has  said  through  his  Cabinet  that  Congress  has  the  power, 
the  authority  to  enact  the  Townsend  plan  old-age  pension  if  it  sees  fit. 

These  post  cards,  these  letters,  these  numberless  and  enormous  petitions  are 
reminders  that  the  Congress  "does  see  fit." 

Apologizing  for  so  many  digressions,  I  would  return  to  the  question:  "How 
would  you  spend  the  $200  monthly?"  I  have  a  stepson,  a  fine  mechanic,  who 
has  been  used  very  hard  by  this  depression.  He  has  seven  little  children,  a 
good,  hard-working  little  wife.  The  oldest  child,  a  girl,  is  11  years  old,  the 
youngest  is  2  years  old.  I  would  put  a  ton  of  coal  in  his  woodshed  and  a  couple 
loads  of  wood  to  keep  it  company.  I  would  put  a  new  roof  on  this  house,  which 
by  the  way  is  advertised  for  sale  on  a  deliquent-tax  list.  I  would  stucco  his 
little  home.  Put  some  clothes  on  his  little  ones,  see  to  it  that  a  doctor  was  a 
regular  visitor  to  his  house  and  a  nurse  to  help  the  mother  and  babies.  The 
father  works  "for  a  percentage"  when  he  does  work  and  he  is  always  ready. 
And  just  think  of  the  fathers  and  mothers  that  are  in  just  as  bad  a  condition  as 
he  and  in  some  cases  worse. 

I  have  three  stepdaughters  that  are  struggling  along  in  the  battle.  I  could 
get  them  to  send  their  bill,  rent  bill,  to  me  and  I  could  pay  one-half  of  it  which 
would  be  having  a  pleasure  indeed.  They  and  wifey  want  a  new  house,  a  little 
bungalow,  with  all  the  modern  conveniences. 

I  will  not  apologize  for  writing  so  much.  I  write  for  those  who  cannot  write, 
and  their  number  is  a  multitude. 

So  we  say,  wifey  and  I,  see  fit.     See  it  quick. 
Sincerely, 

Benjamin  F.  Adams. 
Henrietta  M.  Adams. 

The  Chairman.  I  am  submitting  for  the  record  a  statement  by- 
Mrs.  Margaret  Sanger,  president  National  Committee  on  Federal 
Legislation  for  Birth  Control;  also  statements  submitted  by  Hon. 
Thomas  Kennedy,  Lieutenant  Governor  of  Pennsylvania,  and  inter- 
national secretary-treasurer  United  Mine  "Workers  of  America;  and 
by  Mr.  Lawrence  L.  Gourley,  Washington,  D.  C,  representing  the 
American  Osteopathic  Association. 

Statement  by  Margaret  Sanger,  president,  National  Committee  on 
Federal  Legislation  for  Birth  Control 

There  can  be  no  respect  for  any  plan  of  the  future  unless  it  can  prove  it  will 
eradicate  the  evils  of  the  present. 

Title  VII,  section  701  (a),  page  50  in  S.  1130,  on  maternal  and  child  health, 
aims  to  protect  the  health  of  women  and  children  in  rural  areas  by  extending 
maternity  nursing  care  to  these  districts. 

I  do  not  come  here  to  speak  against  this  bill — far  from  it — I  come  to  ask  your 
consideration  of  its  l^roader  aspects  and  to  ask  an  addition  in  the  form  of  birth- 
control  clinics,  and  caravans  where  women  in  rural  districts  may  receive  adequate 
contraceptive  instruction  from  qualified  sources  suitable  to  their  physical  and 
economic  condition. 

It  has  been  stated  before  this  committee  that  the  infant  death  rate  is  higher  in 
the  rural  than  the  urban  districts;  also  that  there  are  300,000  mothers  eligible  for 
aid  but  not  receiving  it,  and  that  millions  are  suffering  from  undernourishment — 
that  babies  die  primarily  because  the  mother  does  not  know  how  to  take  care  of  them. 
These  are  doubtless  all-important  factors  in  maternal  and  infant  deaths  but  from 
my  own  studies  and  experience,  first  as  a  nurse  among  destitute  mothers  and  later 
from  the  records  of  our  birth-control  clinics,  I  am  convinced  that  these  outside 
considerations  are  not  enough.  They  do  not  touch  the  source  of  the  problem 
in  the  necessity  of  spacing  the  birthsof  children  in  the  family  and  the  mothers' 
right  to  knowledge  to  avoid  pregnancies: 

First.  In  consideration  of  her  own  health. 

Second.  The  husband's  earning  power. 

Third.  The  children's  health  and  their  inheritance. 
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There  are  many  diseases  of  women  where  pregnancy  is  such  a  disturbing  factor 
that  a  cure  is  almost  impossible.  In  such  cases  contraception  is  as  important  as 
any  medical  or  nursing  care,  and  without  sound  advice  on  birth  control  the 
patient  dies. 

In  our  clinical  work  we  have  found  the  following  list  of  diseases  to  be 
medical  indications  for  contraceptive  advice:  Cardiac  disease,  renal  disease, 
tuberculosis,  syphiUs,  diabetes,  epilepsy,  paralysis,  feeble-mindedness,  pelvic 
deformities,  tumors,  nervous  and  mental  disorders,  insanity  during  and  after 
pregnancy. 

Ours  is  the  only  country  with  modern  medical  care  that  omits  birth-control 
instruction  to  mothers  suffering  from  these  diseases.  Consequently  we  have  a 
high  maternal  death  rate  and  will  continue  to  have  in  spite  of  this  appropriation 
unless  mothers  have  knowledge  of  contraception  and  use  it  to  protect  their  health 
and  prevent  increasing  physical  and  mental  suffering. 

It  is  estimtead  that  the  frequency  of  abortions  is  also  an  important  factor  in 
maternal  naortality. 

^Uow  me  to  present  the  following  table  relative  to  an  analysis  of  1,000  women 
patients  who  attended  one  of  our  clinics  in  New  Jersey. 

Of  1,090  patients  who  attended  this  clinic,  906  reported  having  had  one  or  more 
abortions.  Of  these,  376  were  spontaneous  and  46  therapeutic;  167  were  done  by 
physicians,  73  by  midwives,  and  243  were  self-induced.  It  is  a  conservative  esti- 
mate by  those  authorities  qualified  to  know  that  over  1,000,000  abortions  are  per- 
formed in  this  country  every  year. 

Can  anyone  calculate  the  amount  of  misery,  chronic  sickness  and  premature  loss 
of  life  that  this  practice  leads  to.  The  only  way  to  effectively  reduce  the  number 
of  abortions  is  to  provide  them  with  safe,  scientific,  reliable  contraceptive  measures 
suitable  to  the  individual  woman's  requirements. 

If  you  consider  that  there  are  over  26,000,000  married  women  of  child-bearing 
age  in  this  country,  many  of  them  dependent  on  relief  funds  for  their  own  exist- 
ence; many  of  them  living  in  constant  fear  of  another  pregnancy  that  may  cost 
them  their  very  lives.  These  women  plead  of  doctors  and  nurses  at  hospitals, 
clinics,  and  relief  agencies  for  information;  it  is  refused  them. 

Those  of  us  who  work  among  women,  and  especially  the  underprivileged  women, 
feel  that  the  greatest  contribution  which  can  be  made  toward  the  conservation  of 
the  relief  of  mothers  and  children  would  be  to  provide  reliable  contraceptive  advice 
to  the  women  who  come  for  aid  to  the  Government  and  State  agencies.  Not  only 
does  the  ignorance  in  this  regard  affect  the  mother,  but  it  also  affects  the  children 
in  the  family — those  already  born. 

According  to  a  report  published  by  the  Children's  Bureau,  Dr.  Woodbury 
shows  that  an  interval  between  births  accordingly,  affects  the  infant  death  rate. 
Where  the  interval  between  births  is  3  years,  the  infant  death  rate  is  86.5  per 
1,000  births;  when  the  interval  is  2  years,  the  rate  is  98.6  per  1,000,  and  when 
there  is  only  1  year's  interval  the  rate  is  146.7  per  1,000,  showing  a  very  striking 
increase  where  there  is  no  time  for  the  mother  to  recuperate  from  the  strain 
of  the  last  pregnancy  or  to  prepare  for  the  coming  of  another  child. 

When  Congress  appropriates  the  people's  money  for  maternal  and  child  health, 
without  which  maternal  and  child  health  cannot  be  effectively  promoted,  it  will 
prove  in  the  space  of  a  very  few  years  that  this  money  has  not  been  appropriated 
wisely,  for  it  is  futile  and  wasteful  to  spend  money  for  prenatal  and  postnatal 
clinics  for  women  whose  lives  are  jeopardized  by  pregnancy  in  spite  of  such  care. 

It  is  important  from  every  aspect  of  maternal  and  child  health  service  as  indi- 
cated in  this  bill,  to  include  contraceptive  advice,  and  I  respectfully  suggest, 
gentlemen,  that  on  page  51,  line  12,  after  the  words  "child  health  service"  you 
state  "including  the  establishment  of  clinics  where  contraceptive  advice  can  be 
obtained." 
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Analysis  of  reproductive  data,  accordijig  to  religious  affiliations 


Protestant 

Jewish 

Catholic 

Total  1 

Num- 
ber 

Per- 
cent 

Num- 
ber 

Per- 
cent 

Num- 
ber 

Per- 
cent 

Num- 
ber 

Per- 
cent 

Total  number  of  patients . 

1,090 

3,336 

2,985 

301 

50 

54.5 
78.6 
70.3 
7.  1 
1.2 

330 
869 
809 
39 
21 

16.5 

70.8 

65.8 

3.3 

1.7 

573 
2,347 
2,104 

214 
29 

28.7 

82.6 

74.0 

7.5 

1.1 

2,000 

6.5G3 

5, 909 

554 

100 

100  0 

Preftnancies  came  to  term. 

78  6 

Living  t'hikiren— 

70.9 
6  6 

Dead  cliildren 

Slill-born 

Pregnancies  terminated  prematurely. 
S  Don taneous 

906 
376 

47 
167 

73 
243 

21.4 
8.9 
1.1 
3.9 
1.7 
5.8 

359 
80 
25 

145 
16 
93 

29.2 
6.5 
1.9 

11.9 
1.3 
7.6 

495 
264 
13 
59 
32 
127 

17.4 
9.3 
.5 
2.1 
1.1 
4.4 

1.177 
724 
85 
384 
121 
463 

21.4 
8  5 

Therapeutic. - 

1  1 

Phvsician . 

4  6 

Midwife .  

Self-induced 

5  6 

Total- 

4,242 

100.0 

1,228 

100.0 

2,842 

100.0 

2  8, 340 

100  0 

1  The  total  also  includes  11  children,  4  spontaneous  abortions  and  13  abortions  performed  by  physicians 
among  the  women  of  no  religious  affiliations,  or  whose  affiliation  was  not  recorded. 

2  The  diSerenee  between  this  figure  and  the  total  number  of  pregnancies  is  due  to  26  twin  births. 


Statement  of  Thomas  Kennedy,  International  Secretary-Treasurer, 
United  Mine  Workers  of  America,  Lieutenant  Governor  of  Pennsyl- 
vania 

I  have  carefully  examined  the  so-called  "economic  security  bill"  introduced 
by  Senator  Wagner  and  Representative  Lewis.  I  am  in  complete  accord  with 
the  stated  purposes  of  the  bill,  namely,  to  provide,  among  other  things,  for  a 
system  of  unemployment  insurance  and  old-age  protection  for  American  workers. 
I  believe, ,  however,  that  the  bill  as  it  now  stands  must  be  amended  in  several 
vital  particulars  before  it  can  hope  to  secure  the  desired  objectives  in  any  worthy 
way.  To  enact  a  law  which,  while  purporting  to  provide  economic  security  for 
the  workers,  fails  to  do  so  in  any  large  measure,  would,  in  my  opinion,  be  a  social 
catastrojjhe.  I  am  aware  that  the  argument  is  made  that  an  imperfect  law  is 
at  least  a  beginning,  and  that  improvements  can  be  made  later.  This  is  true 
in  many  legislative  matters.  But  in  the  present  case,  there  is  the  grave  danger 
that  a  law  which  is  palpably  imperfect  will  result  in  discrediting  the  whole  idea 
of  economic  security  legislation,  and  that  vast  numbers  of  workers,  whom  the 
law  is  supposed  to  benefit,  will  find  themselves  unprotected  and  will  feel  them- 
selves deceived. 

Therefore,  it  seems  to  me  to  be  imperative  that  the  proposed  law  be  made  as 
excellent  as  it  can  be  made  at  the  very  start,  and  that,  at  the  least,  certain  evident 
imperfections  be  corrected. 

The  most  evident  imperfection  is  the  failure  of  the  present  bill  to  deal  with 
unemployment  insurance  as  a  national  problem.  At  the  National  Conference  on 
Economic  Security,  on  November  14,  last,  I  expressed  my  views  on  this  point  in 
some  detail.  These  views  were,  briefly,  that  any  unemployment  insurance  to  be 
effective  must  be  national  in  scope  and  operation,  and  that  it  must  be  organized 
and  operated  under  the  auspices  of  the  Federal  Government.  An  unemployment 
insurance  system  has  to  deal  with  industrial  problems,  and  industry  is  organized 
primarily  on  a  national  basis.  All  of  our  basic  industries — iron  and  steel  manu- 
facturing, coal  mining,  textile  manufacturing,  transportation,  etc. — are  national 
in  scope  and  operation.  Bituminous  coal  mining,  for  example,  extends  into  more 
than  30  States;  competition  is  interstate;  wage  agreements  are  made  entirely 
without  regard  to  State  laws.  To  attempt  to  impose  upon  such  an  industry  a 
series  of  unemployment  insurance  systems,  based  on  State  boundaries,  would  be 
harmful  to  operators  as  well  as  to  mine  workers.  For  the  operators,  it  would 
make  fair  competitive  practices  still  more  diflficult;  for  the  workers,  it  would  mean 
that  emi)loyees  in  one  State  might  be  well  protected  in  the  matter  of  unemploy- 
ment insurance,  while  those  in  an  adjacent  State  might  have  little  or  no  protection, 
and  workers  moving  from  one  State  to  another  would  be  absolutely  unprotected. 

The  above  is  the  gist  of  my  remarks  on  this  subject  at  the  national  conference 
last  November,  some  2  months  before  the  uresent  bill  was  drafted.      Mv  views 
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remain  unchanged.  They  have,  indeed,  been  strengthened  by  further  thought 
upon  the  ma.tter,  and  I  am  more  than  ever  convinced  that  an  unemployment 
insurance  system  must  be  estabhshed  in  all  industries  and  in  all  States,  and  that 
the  basic  standards  as  to  benefit  payments,  waiting  period,  etc.,  must  be  every- 
where the  same.  The  present  bill  does  not  even  assure  that  all  States  will  adopt 
an  unemployment  insurance  s^ystem;  and  it  equally  fails  to  assure  any  real  meas- 
ure of  uniformity  regarding  standards. 

These  essential  objectives  can  only  be  accomplished  by  substituting  the  subsidy 
plan  for  the  tax-remission  plan.  The  tax-remission  plan  will  result  neither  in 
universal  adoption  of  an  insurance  system  nor  in  uniformity  of  standards.  The 
subsidy  plan  will  permit  the  law  itself  to  set  the  standards,  and  will  assure  univer- 
sal adoption.  Moreover,  the  subsidy  plan  is  far  less  complicated  from  the 
standpoint  of  administration  and  is,  I  believe,  more  easily  defensible  on  grounds 
of  constitutionality. 

As  regards  the  financing  of  the  unemployment  insurance  system,  I  would 
strong!}'  favor  the  raising  of  the  necessary  funds  by  increased  taxes  in  the  higher 
income  brackets.  A  pay-roll  tax  will,  in  most  cases,  simply  be  added  to  prices, 
and  the  workers  will  thus  ultimately  pay  the  bill  in  the  form  of  higher  cost  of 
living. 

As  regards  the  old-age  protection  features  of  the  present  bill,  two  very  im- 
portant changes  should  be  made.  First,  the  amount  of  the  old-age  pension  should 
be  raised  from  $30  to  not  less  than  $50  a  month.  With  our  present  cost  of  living, 
which  is  constantly  increasing,  and  our  American  standards  of  living,  an  income 
of  $30  per  month  represents  no  more  than  a  pauper's  pittance.  It  is  just  a  little 
bit  better  than  the  poorhouse.  A  monthly  income  of  $50  is  certainly  the  least 
which  a  wealthy  country  like  ours  should  even  think  of  offering  its  unfortunate 
aged  citizens. 

The  second  change  should  be  to  reduce  the  qualifying  age  for  the  receipt  of 
an  old-age  pension  to  60  years.  Old  age,  in  the  physiological  sense,  may  not  begin 
until  65  or  even  70.  But  economic  old  age,  in  this  era  of  mechanical  conveyors, 
begins  at  a  much  earlier  period.  Everyone  knows  that  45  years  is  now  the  dead- 
line in  hiring  new  employees  almost  everywhere,  and,  even  then,  the  man  of  45 
has  little  chance.  This  is  one  of  the  most  deplorable  features  of  our  modern 
industrial  life,  but  the  situation  exists,  and  a  law  which  seeks  to  protect  the  older 
workers  must  deal  with  realities. 


Statement  of  Lawrence  L.  Goitrley,  Washington,   D.  C,  Representing 
THE  American  Osteopathic  Association 

My  name  is  Lawrence  L.  Gourley.  My  address  is  the  Mills  Building,  Wash- 
ington, D.  C.  I  appear  on  behalf  of  the  American  Osteopathic  Association,  at 
the  request  of  its  committee  on  public  relations,  for  which  I  am  counsel.  I  am 
not  a  physician. 

There  are  approximately  9,000  osteopathic  physicians  and  surgeons  licensed 
and  practicing  in  the  United  States,  about  50  percent  of  whom  are  active  mem- 
bers of  this  association.  There  are  also  6  accredited  colleges,  and  something 
over  193  hospitals  and  clinics.  The  American  Osteopathic  Association,  430 
North  Michigan  Avenue,  Chicago,  111.,  is  representative  of  the  osteopathic 
profession  and  of  allied  institutions. 

The  association  was  established  to  promote  the  interest  of  the  science  of 
osteopathy  and  of  the  osteopathic  profession  by  stimulating  research,  elevating 
the  standards  of  osteopathic  education,  and  advancing  osteopathic  knowledge. 
Members  of  the  association  are  required  to  be  graduates  of  recognized  colleges 
of  osteopathy  and  licensed  practitioners.  It  is  organized  along  democratic  lines 
as  a  federation  of  divisional  societies  established  v/ithin  the  States.  The  house 
of  delegates,  comprised  of  representatives  elected  by  the  various  federated  socie- 
ties, meets  annually  as  the  constituted  legislative  body  of  the  association.  Among 
the  publications  of  the  association  are  a  code  of  ethics,  a  yearbook,  a  journal,  a 
forum,  and  a  magazine. 

The  attitude  of  the  American  Osteopathic  Association  toward  the  legislation 
now  before  this  committee  may  be  characterized  as  an  admixture  of  commenda- 
tion and  apprehension.  Any  rational  plan  which  has  for  its  objective  an  increase 
m  the  availability  of  medical  services  to  needy  families  and  the  improvement 
and  further  extension  of  measures  of  preventive  medicine  would  have  the  unquali- 
fied and  active  support  and  the  cooperation  of  the  osteopathic  profession  and 
its  institutions.     This  bill  embodies  a  plan  directed  to  those  objectives,  but  the 
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plan  is  not  altogether  rational.  B}'  rational,  I  mean,  consistent  with  sound 
reasoning  and  conducive  policy. 

I  propose  to  discuss  certain  provisions  of  the  bill  for  the  purpose  of  inducing, 
if  I  can,  an  advance  understanding  and  construction  along  those  lines.  I  think 
we  will  have  no  trouble  in  agreeing  that  any  plan,  however  commendable  in  its 
ultimate  objective,  which  injects  or  permits  directly  or  indirectly  any  discrimi- 
natory features,  is  thereby  and  to  that  extent  defeative  from  the  beginning. 
On  the  surface,  this  bill  appears  to  be  free  of  such  objections.  Experience  has, 
however,  taught  the  osteopathic  profession  that  discriminator}^  features  often 
make  their  first  appearance  in  administrative  policies  which  are  adopted  under 
color  of  the  most  innocuous  provisions  of  an  act.  I  realize  that  Congress  cannot 
foresee  every  possible  construction  of  its  language.  Its  language  must,  for  the 
most  part,  be  of  broad  and  general  application.  The  working  out  of  the  detail 
of  operation  of  the  statute  is  logically  lodged  in  the  administrative  arm  of  the 
Government,  but  it  is  submitted  that  all  administrative  regulations  should  be 
directed  toward  fulfilling  the  intentions  of  Congress  as  expressed  in  the  basic 
act.  The  hearings  and  the  reports  of  congressional  committees  are  indexes  to 
that  intention.  If  you  will  bear  with  me,  I  will  discuss  the  pertinent  provisions 
of  this  legislation,  beginning  first  with  title  VIII. 

Under  title  VIII,  page  61,  section  S02,  the  Bureau  of  the  Public  Health  Service 
is  allocated  the  sum  of  $8,000,000  for  distribution  among  the  States  in  an  effort 
to  further  develop  State  health  services.  The  development  of  State  health 
services  is  specifically  defined  in  this  section  to  include  the  training  of  personnel 
for  State  and  local  health  work.  How  much,  or  whether  the  State  receives  any 
of  the  money  for  the  purpose  of  training  its  health-service  personnel,  depends  on 
the  need  for  it  as  determined  by  the  Secretary  of  the  Treasury,  who  is  authorized 
by  section  803  of  the  bill  to  make  such  rules  and  regulations  as  are  necessary  to 
accomplish  the  purposes  of  these  provisions  in  the  act.  Included  also  in  the 
definition  of  the  development  of  State  health  services,  as  determined  by  section 
802,  is  the  assistance  of  counties  and/or  other  political  subdivisions  of  the  States 
in  maintaining  adequate  public-health  programs.  The  basis  of  need  is  also  the 
gage  for  determining  the  allotment  for  these  purposes.  Under  this  set-up,  it  is 
obviously  important  to  foresee  as  nearly  as  possible  what  may  be  the  considera- 
tions which  will  enter  into  the  determination  of  this  basis  of  need.  Epidemics 
will,  of  course,  be  considerations,  but  these,  we  hope,  will  be  fewer  and  farther 
between,  and  also  of  a  temporary  character.  Outside  the  realm  of  emergency 
considerations,  what  are  to  be  the  permanent  rules?  If  we  turn  to  page  335 
of  the  unrevised  hearings  before  the  Ways  and  Means  Committee,  on  H.  R.  4120, 
a  ):)ill  identical  with  this,  we  are  afforded  an  advance  conception  of  some  of  these 
rules.  In  the  statement  therein,  furnished  by  the  Surgeon  General  of  the  Public 
Health  Service,  Dr.  Hugh  S.  Cumming,  appears  a  recommendation  of  the  com- 
mittee on  qualifications  of  local  health  officers. 

Further  identification  of  the  committee  referred  to  is  not  made  in  the  state- 
ment, but  one  of  the  recommendations  is  that  in  communities  having  a  population 
of  less  than  50,000,  "the  health  officer  shall  have  a  degree  of  doctor  of  medicine 
from  a  reputable  medical  school  and  be  eligible  to  take  the  examination  for  a 
license  to  practice  in  the  State  where  he  is  to  serve.  It  is  not,  however,  recom- 
mended that  the  health  officer  shall  actually  be  licensed,  except  of  course  where 
licensure  is  required  by  statute  as  is  the  case  in  certain  States."  Look  now  at  the 
preceding  page  of  these  hearings,  page  334.  In  the  same  statement  and  under 
the  heading  of  "Regulations  governing  the  participation  of  the  Public  Health 
Service  in  the  establishment,  development,  or  maintenance  of  local  health  service 
in  rural  areas,  in  the  fiscal  year  1935",  item  6  under  this  heading  reads,  "Con- 
tributions will  be  made  by  the  Public  Health  Service  toward  the  establishment  or 
maintenance  of  county  or  district  health  service  only  under  the  following  condi- 
tions: (a)  The  county  or  district  unit  shall  be  under  the  direction  of  a  whole-time 
medical  health  officer,  whose  training  shall  meet  the  requirements  recommended 
by  the  joint  committee  on  qualifications  of  county  health  officers  and  adopted  by 
the  conference  of  State  and  Territorial  health  officers."  Now,  read  these  two 
recommendations  together  and  you  have  a  prospective  regulation  under  this  act 
which  would  deny  funds  for  the  training  of  any  health  officer  personnel  other  than 
those  with  the  M.  D.  degree,  and  no  funds  will  be  given  in  aid  of  any  county  or 
district  health  service,  unless  the  health  officer  in  that  particular  county  or  dis- 
trict has  an  M.  D.  degree.  Now,  there  are  somewhat  over  100  pubHc-health 
officers  in  this  country  who  are  osteopathic  phy.sicians  and  surgeons. 

Such  a  regulation  would  deny  any  public-health  aid  under  this  bill  to  those 
communities,  unless  they  should  deprive  their  present  health  officers  of  their 
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precedent  to  financial  aid  would  be  nothing  short  of  dangling  money  l^efore 
communities  for  a  surrender  of  their  elective  or  appointive  prerogative  in  choosing 
their  own  public  officers,  nor  is  the  proposition  softened  with  the  consideration 
that  they  don't  have  to  surrender  these  prerogatives  under  this  act — that  they 
can  keep  their  prerogatives  and  not  receive  the  benefits  provided  hereunder.  If 
the  prevention  of  disease  is  important  at  all,  it  is  just  as  much  so  in  one  com- 
munity as  another,  and  the  principle  is  un-American  which  would  impose  a 
choice  between  the  right  of  elective  franchise  and  the  extension  of  public-health 
benefits.  These  communities  have  preferred  osteopathic  physicians  and 
surgeons  as  their  public-health  officers.  They  have  recognized  the  qualifications 
of  these  practitioners  for  that  office.  Osteopathic  physicians  and  surgeons  are 
licensed  and  practicing  in  every  State  and  Territory  of  the  Union.  Their  pro- 
fessional training  is  not  inferior  to  that  of  any  other  school  of  medicine.  Their 
colleges  include  public-health  courses.  Their  colleges  grant  the  degree  doctor 
of  osteopathy.  In  1929,  in  the  act  to  regulate  the  practice  of  the  healing  art  in 
the  District  of  Columbia  (45  U.  S.  Stats.  1326),  Congress  expressly  provided — I 
am  now  reading  from  the  law — "The  degrees  doctor  of  medicine  and  doctor  of 
osteopathy  shall  be  accorded  the  same  rights  and  privileges  under  governmental 
regulations."  Furthermore,  in  1930,  in  the  act  providing  for  the  coordination 
of  the  public-health  activities  of  the  Government  (Public  Law  106,  71st  Cong.), 
Congress  specifically  provided — I  am  now  reading  from  section  11  of  the  act — 
"That  any  regulations  which  may  be  prescribed  as  to  the  qualifications  as  to 
the  appointment  of  medical  officers  or  employees  shall  give  no  jareference  to  any 
school  of  medicine." 

Now,  in  the  face  of  these  two  expressed  commitments  of  Congress,  we  are 
confronted  with  the  prospect  of  a  regulation  which  refuses  any  recognition  of 
the  degree  doctor  of  osteopathy  and  has  the  effect  of  depriving  every  osteopathic 
physician  and  surgeon  in  the  country  from  participation  in  public-health  work, 
even  in  his  own  community.  Such  a  regulation  would  be  outright  discrimination, 
irrational  and  subversive  of  the  cooperative  ideal  so  important  in  all  social 
legislation.  With  the  intent  of  Congress  so  plainly  manifested  in  prior  legisla- 
tion, as  I  have  suggested,  it  may  not  be  of  imperative  necessity  that  the  Secretary 
of  the  Treasury  be  again  specifically  admonished  against  discriminatory  prefer- 
ences between  practitioners  of  different  schools  of  healing  practice.  Such 
discrimination  is  so  far  out  of  line  with  this  prior  expressed  intention  of  Congress, 
with  reason,  and  with  fairness,  that  this  record  warning  ought  to  be  sufficient. 
Furthermore,  it  ought  not  to  be  necessary  for  the  osteopathic  physicians  and 
surgeons  of  this  country  to  have  to  inject  into  every  piece  of  legislation  affecting 
the  healing  arts  in  this  country  a  protection  against  discrimination  or  foul  play. 
It  should  be  understood,  and  it  is  undoubtedly  the  wiU  of  Congress,  that  legis- 
lation of  medical  importance  applies  four-square  to  practitioners  of  the  healing 
art. 

Next,  I  call  your  attention  to  title  VII  of  the  bill.  This  title  is  concerned 
with  the  furnishing  of  Federal  funds  in  aid  to  the  States  in  furtherance  of  maternal 
and  child  care.  Section  701,  under  this  title,  provides  Federal  allotment  for 
t,he  extension  of  maternal  and  child  welfare,  and  maternity  nursing  services. 
Section  702,  same  title,  provides  Federal  cooperation  with  State  agencies  concerned 
with  rendering  medical  care  and  other  services  for  crippled  children. 

Section  703  of  that  title,  extends  Federal  cooperation  with  State  agencies  who 
are  engaged  in  public-health  services,  especially  relating  to  the  protection  and 
care  of  homeless,  dependent,  and  neglected  children,  and  children  in  danger  of 
becoming  delinquent.  Each  of  these  three  sections,  which  comprise  the  entire 
title,  imposes  upon  the  States  as  a  condition  pi-ecedent  to  an  allotment  of  Federal 
funds,  that  each  State  legislate  such  a  plan  for  the  same  general  purposes  as  will 
meet  the  approval  of  the  Children's  Bureau  of  the  United  States  Department  of 
Labor.  This  provision,  as  it  occurs  in  the  respective  sections,  will  be  found  in 
section  701  on  page  53,  in  section  702  on  page  55,  and  in  section  703  on  pag;e  58. 
One  of  these  conditions  precedent,  as  outlined  in  this  bill,  is  that  it  shall  be  incum- 
bent on  the  State  to  specifically  provide  for  itself  and  the  purposes  of  this  act,  a 
plan  of  cooperation  with  medical,  nursing,  and  welfare  groups  and  organizations. 
Each  State  is  thereby  confronted  with  the  proposition  of  erecting  such  a  cooper- 
ative plan,  whether  it  wills  to  do  so  or  not.  In  addition,  its  plan  must  be  so 
evolved  as  to  meet  the  preconceived  notions  of  the  Children's  Bureau,  else  the 
plans  will  avail  nothing  so  far  as  the  purposes  of  this  act  are  concerned.  Under 
those  circumstances,  it  is  only  sensible  to  conclude  that  the  States  are  going  to 
look  to  the  Children's  Bureau  for  guidance.  They  are  going  to  ask  the  Children's 
Bureau,  "What  kind  of  a  plan  of  cooperation,  and  how  far  in  order  to  meet  your 
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approval?"  These  are  questions  of  intimate  concern  to  the  medical  and  chari- 
table institutions  throughout  the  country.  Any  discrimination  amongst  these 
groups  would  be  very  unfortunate.  As  a  matter  of  fact,  so  plain  is  the  duty  to 
avoid  discrimination  that  it  would  ordinarily  seem  to  be  begging  the  question  to 
suggest  it.  I  am,  however,  compelled  to  do  just  that  very  thing^that  is,  suggest 
not  only  the  possibility,  but  the  probability  of  discrimination.  I  am  moved  to 
do  so  from  experience  with  prior  legislation  of  a  similar  character,  and  I  am 
prej^ared  to  illustrate  this  suggestion  by  a  recitation  of  that  experience. 

_  One  of  the  fields  of  the  Federal  P'>mergency  Relief  Administration  is  the  fur- 
nishing of  medical  service  to  those  on  the  relief  rolls.  The  cooperation  of  the 
medical  professions  is  of  vital  importance  in  that  connection.  As  a  guide  for 
the  purpose  of  organizing  and  implementing  this  medical  relief  service,  the  Fed- 
eral Emergency  Relief  Administration  issued  Rules  and  Regulations  No.  7. 
Paragraph  no.  1  of  these  regulations  set  forth  the  policy  of  the  administration 
to  be  recognition  of  the  traditional  family  and  family  physician  relationship  in 
the  authorization  of  medical  care.  Section  3  of  the  regulations  provided,  I  am 
now  reading  from  the  regulations  on  page  7,  paragraph  "(b)  Licensed  practi- 
tioners of  medicine  and  related  professions:  When  a  program  of  medical  care  in 
the  home  for  indigent  persons  has  been  officially  adopted,  participation  shall  be 
open  to  all  physicians  licensed  to  practice  medicine  in  the  State,  subject  to  local 
statutory  limitations  and  the  general  policy  outlined  in  regulation  1,  above." 
These  two  sections  followed  a  general  introduction  in  this  language:  "The  con- 
servation and  maintenance  of  the  public  health  is  a  primary  function  of  our 
Government.  In  this  emergency,  the  ingenuity  of  Federal,'  State,  and  local 
relief  officials  is  being  taxed  to  conserve  available  public  funds  and,  at  the  same 
time,  to  give  adequate  relief  to  those  in  need.  To  assist  State  and  local  relief 
administrations  in  the  achievement  of  these  aims,  with  regard  to  medical  care, 
two  steps  have  been  taken:  First,  to  define  the  general  scope  of  authorized 
medical  care,  where  the  expenditure  of  Federal  Emergency  Relief  funds  is  in- 
volved; and,  second,  to  establish  general  regulations  governing  the  provision  of 
such  medical  care  to  recipients  of  unemployment  relief." 

In  order  to  allay  any  possible  misconstruction  of  the  regulation  confining  par- 
ticipation to  physicians  "licensed  to  practice  medicine"  in  the  States,  Dr.  Chester 
D.  Swope,  Farragut  Medical  Building,  Washington,  D.  C,  chairman  of  the  public 
relations  committee  of  the  American  Osteopathic  Association,  immediately  on 
September  18,  1933,  addressed  a  communication  to  Dr.  H.  Jackson  Davis,  con- 
sultant in  medical  care  for  the  Federal  Emergency  Relief  Administration.  The 
language  employed  in  that  letter  is  its  own  best  exponent.     It  reads  as  follows: 

Dr.  H.  Jackson  Davis, 

Federal  Emergency  Relief  Adjninistration, 

Albany,  N.  Y. 

Dear  Dr.  Davis:  We  are  informed  by  the  headquarters  of  the  Federal  Emer- 
gency Relief  Administration  that  you  are  in  charge  of  the  medical  relief  depart- 
ment of  the  organization.  In  that  connection,  we  wish  to  bring  to  your  attention 
certain  phraseology  appearing  in  paragraph  (b),  section  3,  of  the  Regulations 
Go\erning  Medical  Care  Provided  in  the  Home  to  Recipients  of  Unemployment 
Relief",  Rules  and  Regulations  No.  7. 

Paragraph  (b),  entitled  "Licensed  practitioners  of  medicine  and  related  pro- 
fessions", reads  in  part  as  follows:  "When  a  program  of  medical  care  in  the 
home  for  indigent  persons  has  been  officially  adopted,  participation  shall  be  open 
to  all  physicians  licensed  to  practice  medicine  in  the  State."  Elsewhere  in  the 
regulations  the  right  of  osteopathic  physicians  to  participate  is  patent.  The 
phrase  "licensed  to  practice  medicine",  as  used  in  (b)  above  mentioned,  would 
undoubtedly  be  construed  by  court  of  law  to  include  osteopatliic  physicians. 
Neither  we  nor  you  desire  the  necessity  of  resort  to  legal  interpretation."  On  the 
other  hand,  we  are  bound  to  inform  you  that  the  choice  of  wording  in  this  particu- 
lar phrase  is  more  than  likely  to  cause  misunderstanding  in  the  State  adminis- 
tration of  the  relief.  This  is  no  time  for  misunderstandings  and  we  are  quite 
confident  that  you  will  see  fit  to  clarify  the  phraseology  at  the  earliest  possible 
moment.  Will  you,  therefore,  please  inform  this  committee  that  participation 
is  open  to  osteopathic  physicians  under  the  law  and  regulations  of  the  Federal 
Emergency  Relief  Administration  in  like  manner  as  in  the  case  of  reputable 
physicians  of  other  schools  of  medicine. 

Assuring  you  of  our  desire  to  cooperate  to  the  utmost  in  the  laudable  under- 
takings of  your  administration,  we  beg  to  commend  this  matter  to  your  earliest 
consideration. 
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On  September  28,  1933,  the  consultant  in  medical  care  replied  to  this  letter 
in  the  following  terms: 
Dr.  Chester  D.  Swope, 

Chairman  Committee  on  Public  Relations, 

American  Osteopathic  Association,  Washington,  D.  C. 

Dear  Mr.  Swope:  I  note  with  interest  the  question  which  you  raised  in 
your  recent  letter  in  regard  to  the  phraseology  of  paragrah  (b)  of  Regulation 
No.  3,  in  the  recently  issued  Federal  Emergency  Relief  Administration  Rules 
and  Regulations  No.  7. 

Before  discussing  the  point  which  you  raise,  I  wish  to  point  out  the  basic  con- 
cept underlying  these  rules.  The  administration  recognized  the  futility  of  pro- 
mulgating any  one  set  of  hard  and  fast  rules,  complete  to  the  last  detail  of 
policy  and  procedure,  which  would  constitute  a  practical  guide  for  providing 
adequate  medical  care  in  each  city,  county,  and  State  in  the  Union.  The  adminis- 
tration was  cognizant  of  the  tremendous  variation  between  the  different  States 
of  the  Union  with  regard  to  both  the  needs  and  facilities  for  medical,  dental,  and 
nursing  care. 

For  the  above  reasons,  the  rules  and  regulations  finally  adopted  by  the  Fed- 
eral Emergency  Relief  Administration  were  designed  to  outline  in  broad  terms 
the  policies,  procedures,  and  lines  of  authority  in  which  each  State  could  work  out 
a  program — for  the  provision  of  adequate  medical  care  "in  the  home  to  recipients 
of  unemployment  relief" — which  would  be  adapted  to  the  peculiar  needs,  local 
statutory  restrictions,  and  economic  status  in  that  particular  State. 

With  this  broad  concept  in  mind,  the  phraseology  in  the  first  sentence  of 
paragraph  (b)  of  section  3,  of  the  F.  E.  R.  A.  Rules  and  Regulations  No.  7,  was 
deliberately  adopted  to  permit  adjustment  to  the  variations  in  statutory  limita- 
tions on  the  practice  of  medicine  in  the  different  States. 

The  citation  referred  to  reads  as  follows: 

"(b)  Licensed  practitioners  of  medicine  and  related  professions. — When  a 
program  of  medical  care  in  the  home  for  indigent  persons  has  been  officially 
adopted,  participation  shall  be  open  to  all  physicians  licensed  to  practice  medicine 
in  the  State,  subject  to  local  statutory  limitations  (italics  mine)  and  the  general 
policy  ouiiined  in  regulation  1,  above." 

I  note  in  your  citation  of  the  above  sentence,  that  you  omitted  the  phrase  which 
I  have  italicized,  yet  it  is  this  very  phrase  which  covers  the  only  restriction  on 
the  participation  of  osteopathic  physicians  in  any  State  program  for  medical 
relief,  in  which  State,  osteopaths  are  licensed  practitioners  of  medicine. 

For  example,  under  the  law  in  New  York  State,  osteopaths  are  practitioners  of 
medicine,  subject  only  to  the  restrictions  imposed  by  section  1262  of  the  education 
law,  which  reads  in  part: 

"License  to  practice  osteopathy  shall  not  permit  the  holder  thereof  to  administer 
drugs  or  perform  surgical  operations  with  the  use  of  instruments." 

Specific  reference  to  "local  statutory  limitations"  was  made  in  the  F.  E.  R.  A. 
rules  to  emphasize  the  fact  that  participation  in  the  officially  adopted  State 
program  for  medical  care  to  indigent  persons  in  their  homes  was  open  to  "all 
physicians  licensed  to  practice  medicine  in  the  State",  where  such  practice  was 
limited  or  urilimited. 

The  phraseology  chosen  may  be  interpreted  as  a  deliberate  recognition  by  the 
administration  that  it  would  not  be  improper  for  local  relief  officials,  in  their  dis- 
cretion, to  authorize  duly  licensed  osteopaths  to  perform  professional  medical 
services,  subject  to  the  restrictions  of  law. 
Very  truly  yours, 

H.  Jackson  Davis,  M.  D., 

Consultant  in  Medical  Care. 

The  obvious  intention  of  Dr.  Davis'  interpretation  was  that  within  the  scope 
of  their  legal  authorized  practice,  osteopathic  physicians  and  surgeons  were  en- 
titled to  participation  in  this  relief  work  in  all  the  States.  As  questions  arose 
before  State  relief  administrators,  this  interpretation  by  Dr.  Davis  was  brought 
to  the  attention  of  the  administrators  and  relied  upon  in  good  faith  as  authorizing 
such  participation. 

About  a  year  after  the  Dr.  Davis  letter,  the  Federal  Emergency  Relief  Ad- 
ministration superseded  its  consultant  in  medical  care  by  a  medical  director, 
a  Dr.  C.  E.  Waller,  Assistant  Surgeon  General  of  the  Public  Health  Service. 
Within  a  short  time  thereafter,  there  came  to  the  attention  of  the  public-relations 
committee,  a  copy  of  a  telegram  addressed  to  the  Montana  State  Relief  Adminis- 
tration, over  the  signature  of  Dr.  Waller,  which  read  in  part  as  follows:   "If 
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osteopaths  are  licensed  to  practice  medicine  in  Montana,  they  are  eligible  to  par- 
ticipate in  medical-relief  program  in  that  State;  if  not,  they  must  be  considered 
ineligible."  The  Montana  relief  administration  immediately  called  for  an  opinion 
of  the  Montana  attorney  general,  and  inasmuch  as  osteopaths  are  licensed  to  prac- 
tice osteopathy  in  Mon'tana,  the  opinion  was  that  they  are  not  licensed  to  prac- 
tice medicine."  That  status  of  alfairs,  following,  as  it  happened,  upon  the  heels 
of  a  cooperative  conference  with  Dr.  Waller,  and  in  direct  contravention  of  the 
principle  expressed  in  the  Dr.  Davis  letter,  evoked  the  following  protest,  which, 
it  will  be  noted,  was  dispatched  on  November  14,  and  which  to  date  has  not 
received  a  reply. 

Dr.  C.  E.  Waller, 

Medical  Director  Federal  Emergency  Relief  Administrahon, 

Washington,  D.  C. 

Dear  Dr.  Waller:  You  v/ill  remember  that  I  called  on  you  a  week  or  so  ago 
with  regard  to  certain  difficulties  that  had  been  encountered  in  the  States  in  the 
construction  of  Rules  and  Regulations  No.  7  as  they  apply  to  participation  by 
osteopathic  physicians  in  medical  relief.  I  told  you  at  that  time  that  on  occa- 
sions where  such  misunderstanding  arose  the  Dr.  H.  Jackson  Davis  letter  on  the 
problem  had  been  sufficient  to  set  the  matter  right.  The  object  of  my  call  was 
to  increase  the  efficiency  and  the  cooperation  of  the  osteopathic  profession  with 
your  organization  here  and  in  the  States.  ,  ,.  .      „ 

Dr  Davis'  letter  plainly  holds  the  term  "licensed  to  practice  medicine  as 
used  in  paragraph  (b),  page  7  of  Regulations  No.  7,  to  mean  healing  art  and  goes 
on  to  say  that  the  phrase  "subject  to  local  statutory  limitations  is  the  only 
limitation  on  the  extent  of  osteopathic  participation.  Now,  the  only  sane  con- 
clusion from  that  interpretation  is  that  Rules  and  Regulations  No.  7  include 
osteopathic  participation  in  every  State.  The  exclusive  connotation  of  the  phrase 
"subject  to  local  statutory  limitations"  is  to  avoid  the  construction  that  these 
regulations  actually  increase  private-practice  rights  beyond  the  source  of  all 
practice  rights,  namely,  the  licensing  laws  of  the  various  States.  We  have  gone 
on  the  assumption,  and  various  State  administrators  have  gone  on  the  assump- 
tion, as  both  we  and  they  had  a  right  to  do  under  the  Dr.  H.  Jackson  Davis 
letter,  that  osteopaths  in  every  State  were  not  only  entitled  to  participate  but 
under  a  duty  to  cooperate  in  performing  this  relief  service.  We  have  under- 
stood from  the  start  that  if  in  certain  States  osteopathic  physicians  were  by 
State  law  inhibited  against  the  use  of  surgery,  then  in  those  States  osteopathic 
physicians  could  not  resort  to  surgery  in  the  Federal  rehef  work.  Within  such 
limitations,  however,  we  have  assumed  that  their  cooperation  with  you  was  not 
only  desired  but  invited.  ,    ,,    .  i  j 

During  my  interview  with  you,  I  understood  you  to  remark  that  you  would 
not  want  to  cram  osteopathy  down  the  throat  of  an  unwilling  State  administrator. 
This  is  not  a  question  of  sensitiveness  or  likes  and  dislikes;  it  is  a  question  of 
medical  reUef  and  any  method  which  has  a  tendency  to  blight  a  profession  recog- 
nized and  hcensed  in  every  State  of  the  Union  is  obviously  '  hay  wire  and 
ill-conceived.  , .       .  * 

I  am  just  now  in  receipt  of  a  copy  of  a  telegram  purporting  to  come  from  you. 
It  was  directed  in  answer  to  official  inquiry  on  osteopathic  participation  in 
Montana.  In  that  telegram  it  is  said  "if  osteopaths  are  hcensed  to  practice 
medicine  in  Montana  they  are  ehgible  to  participate  in  medical  relief  program  in 
that  State;  if  not  they  must  be  considered  ineligible."       ,  ,^     ^         ,     ,  , 

Previous  to  that  telegram,  the  osteopathic  physicians  ot  Montana  had  prepared 
a  participating  agreement  for  the  profession  with  tiie  State  relief  officials  in  an 
eflfort  to  lend  their  best  cooperation.  Notwithstanding  their  obvious  right 
to  participate,  you  were  apparently  asked  for  an  opinion  and  yoiir  opinion 
stated  them  to  be  ineligible  unless  "licensed  to  practice  medicine.  Certain  of 
the  State  relief  officials  found  some  State  court  decisions  holding  that  osteopaths 
in  Montana  are  not  authorized  to  practice  medicine.  .     ^    ,  x 

Now,  this  Montana  example,  in  which  you  apparently  participated,  represents 
the  very  thing  that  I  talked  to  you  about.  You  well  know  that  the  term  medi- 
cine" has  several  meanings.  In  its  general  sense  it  means  healing  art.  in 
its  restricted  sense,  so  far  as  certain  types  of  practice  acts  are  concerned,  it  means 
a  certain  type  of  healing  as  distinguished  from  other  types.  The  Dr  H.  Jackson 
Davis  letter,  above  mentioned,  held  that  it  meant  healing  art,  as  obviously  the 
regulations  were  intended  to  be  in  general  terms.  Furthermore,  the  policy  for 
medical  care  as  enunciated  in  Regulations  No.  7,  F.  E.  R.  A.,  stresses  on  page  2  of 
those  regulations  "the  traditional  family  and  family-physician  relationship. 
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Your  interpretation,  coupled  with  the^nanner  of  its  handling  in  Montana,  has  the 
effect  only  of  preserving  or  tending  to  preserve  traditional  family-phj^sician 
relationship  so  long  as  the  physician  is  an  M.  D.  At  least  that  would  be  true, 
except  in  cases  such  as  Texas  and  Colorado,  where  every  healing  art  practitioner 
is  "licensed  to  practice  medicine."  In  the  States  such  as  those  mentioned,  where 
all  healing  art  practitioners  are  especially  licensed  to  practice  medicine,  it  is 
patently  absurd  to  say  that  osteopaths  in  those  States  are  entitled  to  participate, 
whereas  in  other  States,  even  though  their  rights  of  practice  may  be  absolutely 
equal,  they  are  denied  that  right. 

I  wish  further  to  call  your  attention  to  the  fact  that  in  the  early  days  of  osteop- 
athy, osteopaths  were  frequently  prosecuted  for  "practicing  medicine."  That 
fight  has  been  resolved  in  the  States  for  many  years.  Interpretations  like  yours 
to  Montana  will  have  a  tendency  to  breed  and  revive  again  that  old  contention. 
Osteopaths  in  every  State  are  licensed  to  practice  their  profession.  It  is  true 
that  their  practice  rights  are  limited  in  certain  of  the  States,  but  in  the  broad  sense 
of  the  term,  all  of  them  are  practitioners  of  medicine  when  we  consider  the  term 
"medicine"  as  including  the  healing  art.  Osteopathy  is  a  school  of  medicine  just 
as  allopathy  and  homeopathy  are  schools  of  medicine.  Your  construction  of 
Regulations  No.  7  has  worked  a  discrimination  against  the  osteopathic  practi- 
tioners in  Montana.  If  you  cannot  agree  with  the  Dr.  H.  Jackson  Davis  letter, 
or  if  in  your  opinion  you  are  properly  construing  that  letter,  then  we  suggest  that 
there  is  nothing  holy  about  the  wording  of  the  regulations  themselves,  and  we 
request  that  under  those  conditions  you  amend  them  to  read  "healing  art",  or  in 
some  other  manner  to  do  equity.  If  Dr.  Davis'  letter  does  not  mean  what  we 
think  it  does,  or  is  susceptible  to  varied  interpretations,  then  we  think  it  better 
to  amend  the  regulations,  rather  than  to  construe  constructions  ad  infinitum. 

I  have  every  desire  to  see  this  matter  handled  with  dispatch,  as  I  am  sure- 
you  also  desire  it.  There  seems  no  reason  at  all  why  the  osteopathic  profession 
should  be  harassed  by  ambiguity.  Their  rights  of  participation  are  absolutely 
as  are  those  of  other  schools  of  medicine,  and  State  administrators  should  be  given 
to  understand  that  fact  in  no  uncertain  terms.  I  feel  that  this  matter  can  be 
determined  the  most  efficaciously  in  conference. 
Very  truly  yours, 

L.  L.   GOURLEY, 

Counsel  Public  Relations  Committee. 

The  osteopathic  profession  has  not  sat  back  listlessly,  refusing  to  cooperate  or 
take  part  in  national  health  programs.  The  profession  in  the  States  worked  out 
plans  of  cooperation  with  the  relief  administrations.  Some  of  these  plans  were 
accepted  in  the  States,  but  the  present  attitude  of  the  Federal  Emergency  Relief 
Administration  can  have  the  effect  of  destroying  whatever  cooperation  has  been 
brought  about.  The  osteopathic  profession  offered  its  assistance  to  the  Com- 
mittee on  Economic  Security.  The  consultation  of  the  profession  on  these 
national  and  local  health  problems  was  not  only  unsolicited  by  that  committee, 
but  the  profession  has  been  consistently  refused  even  the  courtesy  of  official  or 
unofficial  inclusion  in  its  deliberations.  Under  such  conditions,  and  in  view  of  the 
experience  related,  it  can  hardly  be  construed  as  borrowing  trouble  when  we 
suggest  the  possibility  of  ultimate  discrimination  under  the  terms  of  this  act, 
which  are  the  handiwork  of  that  committee. 

In  introducing  our  correspondence  with  Drs.  Davis  and  Waller,  it  should  be 
understood  that  we  are  in  no  sense  engaging  in  personalities.  It  tells  a  vivid 
story  of  discrimination,  and  it  tells  it  officially.  Not  only  the  propriety,  but  the 
actual  necessity  for  introduction  of  this  correspondence  is  further  indicated  by 
the  fact  that  the  administration  of  the  provisions  of  titles  I  and  II  of  this  act  i& 
provided  to  be  under  the  Federal  Emergency  Relief  Administrator,  in  whose 
baliwick  originated  the  discriminatory  practice  forming  the  subject  of  the 
correspondence. 

Title  I  of  this  Economic  Security  Act  provides  Federal  aid  to  States  for  old-age 
assistance  programs.  The  State,  in  order  to  qualify  for  its  allotment  for  these 
purposes,  is  required  to  submit  a  plan  for  old-age  assistance,  including  provision 
for  reasonable  subsistence  compatible  with  decency  and  health.  The  Adminis- 
trator will  determine  whether  the  State  plan  makes  such  reasonable  provision. 
It  is  not  too  much  to  expect  that  in  the  evolution  of  these  plans,  it  will  be  necessary 
to  make  the  provision  of  such  subsistence  the  most  economical,  and  that  will 
entail  the  provision  of  special  medical  care.  The  present  attitude  of  the  Federal 
Relief  Administrator,  as  reflected  in  that  of  his  medical  director^  would  involve  a. 
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condition  upon  the  States  that  osteopathif  physicians  and  surgeons  be  denied 
participation  in  such  a  medical  service.  The  same  conchision  applies  to  title  II. 
Title  II  of  the  act  provides  Federal  assistance  to  States  for  aid  to  dependent 
children,  and  requires  submission  of  State  plans  to  the  Administrator  for  approval, 
which  State  plans  must  contain  provision  for  reasonable  subsistence  compatible 
with  decency  and  health.  As  in  title  I,  the  provisions  of  title  II  may  be  construed 
to  require  that  State  plans  so  contemplated  must  include  the  provision  of  medical 
care.  Now,  if  the  Federal  Emergency  Belief  Administrator  is  consistent,  he  will, 
as  Administrator  of  the  provisions  of"  this  title,  impose  limitations  on  the  States 
which  will  deny  to  osteopathic  physicians  and  surgeons  participation  in  any 
medical  services  rendered  in  contemplation  of  provisions  of  this  title. 

Not  only  would  such  regulations  deny  Federal  recognition;  they  would  have  the 
effect  of  establishing  osteopathic  exclusion  by  State  law.  That  is  not  only  a 
milestone  in  Federal  regulation  of  the  healing  arts  in  the  States,  it  is  the  exercise 
of  an  unfounded  power  to  destroy  them.  This  cannot  be  the  intention  of  Congress 
and  the  American  Osteopathic  Association  appeals  to  this  committee  for  an 
expression  to  that  effect. 

The  Chairman.  The  committee  will  go  into  executive  session. 
That  closes  the  public  hearings. 

(Whereupon,  at  the  hour  of  10:35  a.  m.,  the  pubhc  heanng  before 
the  committee  was  closed.) 
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